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IT is the statutory 
auditors who should 


| CEO’s personal 
expenditure was not 


| SAJJAN K. AGRAWALA, New Delhi 


@ The sacking of Sunil Alagh is 
clearly due to an ego clash between 
the promoter and the professional _ 
manager, This is not new in India. 
Alagh is singularly responsible for 
making Britannia one of the best- 
managed companies not only in In- 
dia, but globally as well. The Wadias 
appear to have been irked by the fact 
that he has become the public face of | 
Britannia. Will Britannia now go the | 





“THEREAL CULPRIT FESR 


have ensured that the 


charged to Britannia. 





way of the other Wadia group com- 
panies or will the family allow it to be 
run properly so that it can maintain 
its position in the market? The sole 
purpose of this mud-slinging ap- 
pears to have been to distract other 
industrialists from touching Alagh as 
he might have had a new opportunity 
to create yet another success story. 
$.B. CHANDRASHEKARAN 

Via email 








THE GOVERNMENT'S ROLE | 


The column ‘Time For A Big Shift’ (BW, 
15 June) highlights the need to free 
healthcare and education from state 
control. Such facilities are already avail- 
able in almost all parts of the country, 
but because of their costs, only a few are 
able to afford them. Thus, government- 
owned and government-aided institu- 
tions are the only way out. Also, as far as 
primary education is concerned, a wide 
gap exists between public schools and 
the government and municipal schools. 
So a single system of education must be 
adopted and all children in one area — 
should attend the same school. 
VIDYA SAGAR 
Delhi 


PHATE | 


INTERNET COSTS 


While discussing the cost of a dial-up | 
Internet connection, you say: “Both the 
Internet service provider industry and 
the government are worried” (‘Losing 
Speed’, BW, 9 June). However, as far as 
the government is concerned, they | 
have never exhibited any signs of worry | 
on this count. In fact, the plight of con- | 
sumers would have been much worse | 
as Bharat Sanchar Nigam (BSNL) want- | 





ed (with the approval of the Telecom 
Regulatory Authority of India) to reduce 
the duration of a local call to two min- 
utes from the existing three. 

CH.V. SURYANARAYANA 

Secunderabad 


UNITED WE STAND 


Prime minister Atal Bihari Vajpayee and 
deputy prime minister L.K. Advani 
must steer clear of mutual conflicts and 
think about the larger interests of the 
country instead (‘Lotus Battles, BW, 23 
June). A sound relationship between 
the two leaders will help strengthen the 
party and its policies. It will also help 
the BJP in the coming general elections. 


| AKHILESH KUMAR SAH 


Faizabad 


| CORRIGENDUM 


The picture of the Pico Peta Simputer 
we carried (‘The Demand Increases’, 
BW, 30 June) is not of the one designed 
by Bang Design. Bang Design worked 
on the redesign of the same product 
later. The error is regretted. 





WHEN IT’S THIS LONG OVERDUE, 
MAKE SURE THE PAT 
YOU GIVE YOURSELF ON THE BACK 


IS A REALLY HUGE ONE. 


When was the last time you spoilt yourself? We mean really spoilt yourself. Not just by taking the occasional 

holiday abroad. Can't remember? Maybe it’s been too long. Maybe it’s time you sat in a Tata Indigo. And enjoyed , Ë 
y ? y! 8 y yi 8 Joy’ SA 

the luxury of not being elbowed in the ribs, or feeling someone else's knee in your back. (Something you've 


u 
experienced in aircraft seats and other cars for too long now.) Maybe it’s time you let the Indigo’s Independent InG K JO 


3-Link Rear Suspension and 14 inch wheels absorb every bump on the road. (Something other cars leave for you to 


do yourself.) In other words, maybe it’s time you took the Indigo for a test spin. God knows, you owe it to yourself. Sp oi 4 yourse tf 4 Ñ 


INDEPENDENT 3-LINK REAR SUSPENSION MOST CABIN SPACE LUXURIOUS INTERIORS 14INCH WHEELS 45 0 





Telco’s Next Big Bet 


It is not just another turnaround story. It goes well 
beyond that. In just two years, the Pune-based 
automobile giant, Tata Engineering and Locomotive 
Company (Telco), has not only shrugged off a huge 
Rs 500-crore loss, but has also spurred its heavier 
division, the Rs 7,000-crore commercial vehicles 
business. Telco is poised to launch a new range of 
international trucks across a set of emerging | 
markets by 2006. 

Telco can leverage its advantage of being the 
| Telco’s commercial vehicles head Ravi Kant with the asse- lowest cost manufacturer of trucks and buses in the 
| FEDIY Mie of the bestselling light trucks In the background world. But it wants to do more. It plans to build its 
| own marketing network in 
| ) La DA these countries and take on 
| | AS l | A Se Ss Ay | a. ) global majors like Daimler- 
| i al | GC P>. \ J A IU Chrysler, Volvo and Scania. | 


~~ bE Can Telco pull it off? 








4 LETTERS TO THE EDITOR 
43 BIZQUIZ 
45 CASE STUDY The concluding part 42 THAT’S IT: MALA BHARGAVA There's 
of the study says spirituality exists in more to phones than sending SMS or talk- 
organisations, but needs expression. ing for hours. A lookat the latest range of 
66 EDITORIAL phones that offer everything from multime- 
dia messaging to video clips to cameras. 








8 PM’S VISIT TO CHINA Opening of border trade is 
the major gain from A.B. Vajpayee’s visit. YY Arun Firodia with the award 


10 AAPKA BAZAAR SCAM S.K. Mathur repeats the for best two-wheeler design 
scam done by Bombay Bazaar in his Aapka Bazaar. A 
look from behind Tihar Jail’s bars. 


16 TELECOM Cellular operators 
are allowed to sell off licences. 
But, due to lack of clarity, no ac- 
quisitions have taken place yet. 





52 DESIGN-EXCELLENCE AWARDS A peep into 


22 BY INVITATION: VIVEK the BW-National Institute of Design ceremony 
SHARMA Can marketing learn that launched India’s first-ever awards for ex- 
from the unbundling that has cellence in industrial design. 





taken place in advertising? 
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LEAD STORIES 
© Up, Up & Away 


Share prices are moving up 
again. The Sensex has gone 
up by a sixth in the past one 
month. The initial rise has 
been fuelled by foreign 
money. But why is it pouring 
into India at this juncture? 


© Ranbaxy’s New Research 


Faced with oppressive 
7 costs, the new research 
head of India’s biggest 
pharma house has 
decided to focus on 
fewer markets and 
cheaper ways to bring 
out new drugs. 
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BOOK EXTRACT | 


56 SINGAPORE SONG How do you 
attract an international major like 
GE Plastics to your country with- 
out conceding undue favours? 
Former minister of state for de- 
fence David Lim on his experience 
as a junior member of Singapore's 
Economic Development Board. 


MANAGEMENT 


E esenti 62 INTERVIEW: JOHN | 
MK BUCHANAN The Australian 
cricket coach shares the 
team-building secrets of the 
Australian cricket jugger- 
naut. Business could learn a 
lesson or two from them. | 


! | 
, Voovi 


Lim 
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| pany's situation looked hopeless. 
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The Elephant Dances 


N 2001, when Telco recorded 
a Rs 500-crore loss — the sec- 
ond-largest in Indian corpo- 
rate history — it seemed as if In- 
dias biggest automaker was 
headed downhill. Weighed down 
by a bloated cost structure, an 
ageing workforce and an antiqu- 
ated product portfolio, the com- 







Businessworld 


Telço's 





Since then, quietly but surely, Telco’s top team, led by execu- 
tive directors Ravi Kant and V. Sumantran, has resurrected 
the behemoth. Of course, the success of the Indica projectis 
well known. But the less glamourous commercial vehicles 
(CV) business — contributing nearly 70% to Telco’s turn- 


| over—has never received the same level of media focus. 


But there are definite signs that Telco’s CV business, too, is 
bouncing back. Following a series of drastic cost reduction 
initiatives, Telco is seeing big improvement in its financial 
performance. However, that’s not what this week’s cover 
story is about. 


So far, Telco’s massive Rs 7,000-crore CV business was cen- 
tred on India. But soon, Telco’s trucks will roll out elsewhere 
too. Preparations are on to design and manufacture a range 
of trucks that will hit select emerging markets by 2006. 


Assistant editor T. Surendar, who worked on the story, spent 
more than two weeks meeting Ravi Kant and a range of 
Telco managers across Mumbai and Pune. He says Telco’s 
plans are interesting as they challenge conventional wis- 
dom. Even as Telco prepares for its global foray, interna- 


| tional auto experts like Autopolis say the prospects of smal- 


ler auto companies like Telco are actually far brighter than 
that of the Big Three like GM, Ford and DaimlerChrysler. 


| Why is that so? And will Telco be able to turn itself into an 


emerging market powerhouse? Read our story on page 28. 


Meanwhile, Telco’s stock is being lapped up by investors 
and has been an active driver of a smart rally in the stock- 
market. This rally is being powered by foreign money. The 
question: will it last? For our assessment, turn to page 36. 


wa 


(AVEEK SARKAR) 
CHIEF EDITOR 
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IDBI RESULTS 


Lower interest 
outgo sees IDBI 
through 


VER since IDBI announced its last 
E quarter results on 7 May 2003, the 

company’s scrip has shot up. In 45 
days the stock surged from Rs 17.30 to 
-Rs 36.60. There are two possible reasons 
for this interest in the IDBI scrip, despite 
subdued profits for 2002-03. 

First, during the last quarter of FY03, 
IDBI’s interest outgo — which has been 
hovering around Rs 1,450-crore since 
the last quarter of FY02 — has fallen 27% 
to Rs 1,061 crore. But for this, IDBI, 
(which reported a net profit of Rs 209 
crore), would have ended the quarter in 
the red. Especially since the company 
also made a provision of Rs 450 crore to- 
wards bad and doubtful debts. Accord- 
ing to equity research firm SKP Securi- 
ties’ stock analyst Kuldeep Balasia: “The 


“IDBI STOCK 36.65 
. PRICE (as) 

25 

20 1730 

? 7 May 24 Jun 


reduction in interest cost has been 
achieved by new low-cost bonds issued 
by the bank and also because some of 
the high-cost instruments have been re- 
deemed.” During 2002-03, the company 
retired Rs 6,840 crore worth of debt re- 
sulting in interest savings of Rs 462 crore. 
IDBI expects savings of around Rs 650 
crore during 2003-04 towards interest 
cost reduction (including benefits of lia- 
bility restructuring). Despite a cut in in- 
terest cost to Rs 5,434 crore from Rs 6,250 
crore in 2001-02, IDBI has posted sub- 
dued profits in 2002-03 — Rs 401 crore 
against Rs 424 crore the year before. 
Second, the market may have been 
enthused by IDBI's acquisition of Tata 
Finance's home finance business on 28 
May. Meanwhile, the IDBI scrip contin- 
ues its march towards the Rs 40 mark. 
Expect more action in the scrip, espe- 
cially in the run-up to the proposed 


merger between IDBI and IDBI Bank. W | 


ASHISH AGGARWAL 


| UST across the road from the 
| spectacular Tsango Lake in 
Sikkim where tourists try to ride 
yaks, is the Nathu La pass. For 
four decades, since the 1962 


across this staging post on the Hi- 
| malayan trade route on India’s border 
with Tibetan China. Now Nathu La and 


im Vajpayee with Wen Jiabao: a comió Ayse 





Indo-China war, nothing has moved | 


INDO-CHINA TRADE PACT 


A trade sop and a 
grand declaration 


FREDERIC J. BROWN/AFP 


other border posts will reopen for trade. 
This is the most promising outcome of 
prime minister Atal Bihari Vajpayee's 
visit to China last week even though the 
Sikkim question continues to hang over 
Sino-India relations. 

Vajpayee and the Chinese premier, 
the little-known Wen Jiabao, also signed 
a declaration on how the two countries 





ment of 74% equity to a few indi- 
| viduals like Kumaramangalam Birla, 
Hemendra Kothari and Suhel Seth — 
was for a surprisingly low valuation. It 
was valued at just Rs 10-12 crore, accord- 
ing to sources privy to the deal. 
Apparently, Star used a two-com- 
pany structure to overcome the govern- 
ment’s diktat on divesting at least 74% 
stake in news channels in favour of Indi- 
ans. First, there is Star News, the com- 
pany, which allotted shares to the Indian 
shareholders and, thereafter, applied for 
permission to uplink directly from India. 
| However, most of the content develop- 





STAR NEWS 


Hot deal, low valuation 


HE hottest private placement of 
the month — Star News’ allot- | 


ment would be done by another Star 
subsidiary — Media Content and Com- 
munication Services India. So, Star's big 
investments will be in the latter. 

This twin company structure will 
give Star greater control over the content 
it airs and its infrastructure despite the 
dilution. In any case, the new sharehold- 


(L-R) Private 
investors 
Kumaramangalam 
Birla (25%), Hem- 
endra Kothari (25%) 
& Suhel Seth (5%): 
Reposing confidence 
in Star News 
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would conduct their relations and step 
up co-operation in all areas. Both sides 
have been quick to term the visit a suc- 
cess although there has been no break- 
through on the main sticking point: the 
boundary dispute. While Delhi accuses 
China of occupying 38,000 sq km of terri- 
tory in Kashmir, Beijing lays claim to 
90,000 sq km of Arunachal Pradesh. Ra- 
jiv Gandhi's historic visit to China in 
1988 began a thaw in the chilly relations 
while the 1993 peace and tranquility ac- 
cord signed by PV. Narasimha Rao set 
the agenda for regular talks on the bor- 
der issue. This time neither India nor 
China made significant deviations from 
their positions on Tibet and Sikkim. 

On the economic front, however, bi- 
lateral exchanges are set to gain mo- 
mentum from the dynamics of global 
trade. India’s exports to China of $ 925.74 
million (2001-02) are not likely to in- 
crease at a pace that will set the trade 
balance in its favour; imports from 
China in the same year were just over $2 
billion. The encouraging sign though is 
that bilateral trade is growing at 30% — 
as is the impressive phalanx of business- 
men accompanying Vajpayee. 

China is making sure that it reaps a 
good harvest from this bonhomie. Pre- 
mier Jiabao says China is ready to join 
India “in closer co-ordination through- 
out the new round of WTO negotiations 
so as to ensure a result that is more ben- 
eficial to the developing members”. 
With the Cancun talks nearing, Delhi 
ought to take up that offer seriously. W 

LATHA JISHNU 


ers do not envisage a major operational 
role. “I am not an activist shareholder. 
This is a purely financial investment,” 
says Suhel Seth, CEO, Equus Red Cell. He 
has picked up 5% of the equity. 

It is learnt that Star News has not 
promised an exit option, either through 
a public listing or otherwise, to its new 
shareholders. “When I got the offer from 
Star, I did not consider whether an exit 
option was available...but I would expect 
steady returns,” says Seth. Although BW 
had contacted Star, it got no response. Ml 

M. ANAND 





DILEEP PRAKASH 








VIEWPOINT : TONY JOSEPH 
Getting it right 
with China 


VERY year, Businessworld comes out with a 
F ranking of India's most respected companies. 
And every year, | notice a curious fact — top 
ranking companies often come in pairs. Where 
there's an Infosys, there is a Wipro. Where there's 
an ICICI, there’s an HDFC. Where there’s a Ranbaxy, there's a Dr. Reddy’s. It's as if 
they goad each other onto better and better performance. 

What is true of companies is true of individuals and nations as well. To be an 
outstanding professional, you need outstanding competition. To be a nation 
reaching for greatness, you need other nations that instill competition in you. 
The high point of European power was reached when the rivalry between Euro- 
pean nations was also at its highest. American technological superiority was 
honed in the years of its strategic and military rivalry with the Soviet Union. Of 
course, there are exceptions like Japan, but they remain exceptions. 

The tragedy of India has been that for half a century of its independent his- 
tory, it failed to identify a worthy competitor. Its post-Partition rivalry with Pak- 
istan — an artificially created country one-ninth its own GDP size — has only 
served to limit India's strategic vision, to bridle its imagination. It is time to rid 
ourselves of this irksome baggage of recent history, and focus on things that 
matter. Let's not kid ourselves: the only long-term rival for India is China. It is not 
Pakistan, it is not the US, it is not Europe. Over the last two decades, China has 
been acquiring the economic and military muscle to reassert its old role as the 
hegemonic power in Asia. India, in the meantime, has been slowly regaining its 
economic and cultural self-confidence and is actively looking for a bigger role in 
world affairs. Sooner or later, these ambitions are bound to be in competition. 

Unfortunately, there seems be an uneasiness in the establishment about ac- 
cepting and articulating this. This shyness comes from two things. One, the feel- 
ing that the race between India and China has already been lost and harping on 
it would be counter-productive. (In fact, to my horror, a senior policy-maker said 
as much at a BWroundtable: “There is no point in discussing it; the gap between 
the two will continue to increase,” he said). The second reason is the feeling that 
stressing on the rivalry between the two will somehow worsen the relationship. 

Both these reasons are false. True, China has been growing at a much faster 
rate than India for two decades now, but it is also storing up many more explo- 
sive social and economic problems. As a democracy, India has its safety valves 
built in, and what you see is more or less what you get. The economic race be- 
tween the two has only begun, and India still has time to catch up. Secondly, the 
developing competition between the two is a matter of fact; acceptance of it will 
lead to more honest and hopefully, robust relationship between the two. 

Rivals, after all, need not be enemies, and could co-operate for mutual bene- 
fit. What could be more energising than trade between nearly 2.5 billion people! 
If the Vajpayee visit to Beijing does nothing but focus greater national attention 
on China, it would have achieved its purpose. The trade treaties are important, of 
course, but even more important is the shift in mindset that we Indians need to 
make. The rivalry to watch in the future will be between two of the oldest surviv- 
ing civilisations, India and China, and it is time we started preparing for it. | 





Consulting Editor Tony Joseph can be reached at: ton y@bworldmail.com 
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THE AAPKA BAZAAR FRAUD CASE 


Rogue traders dupe backers 


NE would expect to meet 
retail entrepreneurs at 
their fancy outlets, not for- 
bidding penitentiaries. 
But, if you want to meet 
S.K. Mathur, the brain behind super- 
market chain Aapka Bazaar, you have 


to go to Delhi's Tihar Jail. And you have | 
to talk to him from behind the barsin | 


the dark visitors room, which is 


crowded with convicts and their anx- | 


ious visitors. That's because the police 


have decided to try Mathur as a crimi- | 


nal under Section 420. 
In the last 12 months or so, Mathur 
lured 75 franchisees in six cities into 


paying him Rs 4 lakh-6 lakh each. The | 


franchisees were to open outlets — 
about 300 sq ft each — and Aapka 


Bazaar would furnish and stock them. | 


The franchisees were to deposit their 
sales to Aapka Bazaar for a 6% guaran- 


teed monthly return — Rs 36,000 for a | 


franchisee who paid Rs 4 lakh. Mathur | 


also told franchisees that the chain 
would race to a Rs 100-crore turnover in 
the first year itself. 

But Aapka Bazaar hasn't been pay- 
ing the commission to its franchisees 
since January. Though Mathur is esti- 


mated to have col- 
lected between Rs 3 
crore and Rs 4.5 crore 
from the 75 fran- 
chisees, he hasn't 
been able to pay the 
Rs 50,000 needed as 
surety for a bail appli- 
cation. He has been 
lodged at Tihar Jail 
since March. His son, 
Pankaj Mathur, CEO 
of the retail chain, is 
absconding. 

This is not Math- 
ur’s first brush with 
the law. About two 
years ago, he was the 
operations director of a similar retail | 
format, Bombay Bazaar, in Mumbai. 
Franchisees were again promised a 
monthly payout (of Rs 44,000), calcu- 
lated as 8% of a targeted Rs 8 lakh | 
monthly turnover. Bombay Bazaar | 
managed to lure over 100 franchisees, | 
raising an estimated Rs 8 crore, before | 
it stopped paying commissions to the 
franchisees. Today, its founder Vijay 
Tata is reported to be absconding. | 

Mathur pleads innocent. Speaking | 


DINESH KRISHNAN 





In the dock: Aapka Bazaar founder S.K. Mathur being 
presented before a Delhi court 


to BW in Tihar Jail, he claims he has 
been paying franchisees regularly and 
that none of his cheques has bounced. 
But he was unable to furnish bank 
statements to support his claim. BW 
met four franchisees in Delhi, all of 
whom claim that Aapka Bazaar’s 
cheques have bounced many times. 
One of them is S.K. Anand, whose 
son used to run a chemist shop before 
he signed up with Aapka Bazaar in June 
last year. Anand says the monthly com- 





E 
=) CAS DIARY 


Meetings, memos 


18 June 2003: INFORMATION& @—> 


Broadcasting secretary Pawan Chopra 
walks out of a meeting with broadcast- 


ers, operators and MSOs in a huff after 


broadcasters announce ‘high’ subscrip- 


| tion charges. Under their prices, con- 
" sumers would have to pay Rs 550 per œ —9 


month as against the government's es- 
timate of Rs 200. 


19 June 2003: 188 minister Ravi — 
Shankar Prasad threatens fresh legisla- ~ | 
tion to rein in broadcasters. Cable oper- 


Crd 


ce 





ators come up with an all-inclusive 
price of Rs 200. Say they will not 
beam channels that do not agree to 
rates that fit this figure. 


20 June 2003: PRIME minister 
A.B. Vajpayee asks Prasad to ensure 
that consumers do not have to pay 
higher cable TV bills once CAS is in- 
troduced. 


23 June 2003: 1&6 ministry 

says Zee cannot price channels asa 
bouquet. Says Zee has to price chan- ~ 
nels individually. BJP’s Delhi unit 

chief Madan Lal Khurana is the latest 
politician to demand that CAS be 
deferred. 


ONGC 


Slick overtake 


NGC's record profits of $2.28 bil- 
lion (Rs 10,529.32 crore) may have 
resulted from hardening crude prices in 
the run-up to the Iraq War, but the 70% 
jump in earnings has placed it ahead of 
several Fortune 500 companies in prof- 
itability (See Ahead Of The Pack’). 
ONGC has even overtaken the 
$28.2 -billion United Technologies, the 
49th largest US company. Other big 
multinationals lagging behind ONGC 
because they incurred losses include 
AT&T (-$13.08 billion) and DuPont 
(-$1.1 billion). | 
ASHISH AGGARWAL 
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DILEEP PRAKASH 


Duped: S.K. Anand (left) with other 
Aapka Bazaar franchisees 


missions came in like clockwork till 
December. But from January on- 
wards, something changed. The pay- 
ments became tardy. Anand received 
the cheque for January only in 
March, and even then it bounced. 
The company cancelled some fran- 
chisees, saying their sales were poor. 
Others were persuaded to take a cut 
in their monthly commission — from 
Rs 36,000 to Rs 25,000. At the same 
time, Aapka Bazaar hiked the prices 
of some goods — rice went from 
Rs 20 to Rs 23, a brand of tissues was- 
n't sold at its MRP of Rs 25 but for Rs 
36 — making the franchisees un- 
competitive. The company threw old 
standards to the winds — signing on 
even 150 sq ft outlets. 

So far, Bombay Bazaar and Aapka 
Bazaar have defrauded 175 fran- 
chisees to the tune of about Rs 12 
crore. Beware of the next bazaar. W 

M. RAJSHEKHAR & M. ANAND 
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COMPANY NAME PROFITS ($ MILLION) 
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RETAILING 


Coffee chains race to 
reach customers 


HO will score the 
double century 
first? Café Coffee 


Day (CCD) or Barista Coffee 
Company? 

A few weeks ago, Café Cof- 
fee Day (CCD) opened its 
100th outlet in Delhi. It took 
the company 18 months to 
reach the 100-café mark, but it 
now wants to double the 
number in half that time. CCD 
director Naresh Malhotra 
says: “Construction is on at 80 new 
properties.” CCD, which has already ex- 
panded its reach to tier-II cities like 
Chandigarh, Mysore and Jaipur, plans to 
open 10 new outlets every month. 

Arch-rival Barista, too, has set its 
sights on expanding to 200 outlets by 
March 2004. It currently has 130-odd 
outlets. Even though Barista has more 
outlets than CCD, the Bangalore-based 
chain is fast gaining ground. Barista has 
not added any new outlets in the last six 
months. It has also had some setbacks; 
Barista’s go-getting CEO Ravi Deol quit 
last month and the chain has been strug- 
gling to make profits. 

Interestingly, both players have sep- | 
arate strategies for future expansion. | 


Coffee Day's Malhotra is aiming for 200 
outlets. So is Barista 


While Barista is now looking at growing 
its base by franchising, CCD’s Malhotra 
quite categorically says that he will con- 
sider franchising only after the chain hits 
the 200 café mark. 

At an average cost of Rs 20 lakh-25 
lakh per outlet, this expansion is not go- 
ing to come cheap for anyone. While 
franchisees will fund Barista’s expan- 
sion, CCD has already raised $15 million 
(about Rs 70 crore) from AIG with a pro- 
vision to take it up to $25 million (about 
Rs 116 crore). 

But industry observers like 
Harish Bijoor, CEO, Harish Bi- 
joor Consults, say that even if 

475 cafes are opened (includ- 

ing new outlets opened by 

players like Qwiky’s and Java 

City) by March 2004, the cof- 
fee café industry would still be 
small. “One café for 16 lakh ur- 
ban consumers means there is still 
scope for expansion. I think the Indian 
market can easily take 3,000 cafes,” 

Now that’s the kind of news that 
should invigorate the coffee chains. W 

MITU JAYASHANKAR & M. ANAND 


Starbucks decides 
to wait 


TARBUCKS, the world’s largest cof- 
fee café chain, was rumoured to 
join the coffee race in India. But 
now sources close to the 
company say that an India 
entry is not imminent — it 






may be because the US- 
based chain's main over- 
seas ventures — Japan, UK, 
Europe and Israel — are all 
making losses. That is worrying be- 
Cause 23% of its 1,532 stores are out- 
side the US. For the moment, Star- 
bucks is concentrating on its 
expansion in China. a 
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Talking profits 


USTING the global trend, the tele- 

com equipment market in India 

recorded scorching growth last 

year. In 2002, the telecom equip- 

ment market in the country grew at 
10% to touch an all-time high of Rs 28,238 
crore, making it the second largest market in 
the Asia-Pacific region (excluding Japan) in 
most segments. The tele- 


| 
| 


ments in nationwide infrastructure by large, 
integrated, greenfield carriers like BSNL is re- 
sponsible for this growth.” 

India was among the few markets that 
grew in 2002. Most developed economies and 
a lot of developing ones, including China, saw 
market declines in 2002, and, this year, ana- 
lysts expect them to stabilise at best. Despite 

China still being one of the 





com industry accounts for [| 


70% of this number. 
The big segments that 


largest telecom economies, 
telecom players in that 
country last year preferred to 


; h LEADING MARKET TEQ 
saw rapid growth include COMPANY SHARE (Rs cr) | focus on better capacity util- 
wireless (both GSM and Cisco isation instead of investing 


CDMA) and optical equip- 
ment. Says Sumit Malik, 
principal analyst, Gartner 
India: “The need for con- 
nectivity and continued 
and accelerated invest- 


Alcatel's switching gear 





Routers and LAN switches 


Telecom switches 





Source: Voice and Data: National Telecom 
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afresh. But, says Malik: “We 
expect the momentum to 
continue in India.” He adds: 


Ls: 5 EU SP “Growth in the short term is 
Hewlett-Packard expected to be driven by 
Network storage oo esssane wireless and core optical in- 
Lucent vestments.” 


All this is changing the 
dynamics of the Indian mar- 
ket with many new players, 
including several Korean 


and Chinese companies, entering the 
fray. Take Chinese firm Huawei Tech- 
nologies, which has invested $60 million 
in a facility in Bangalore and is ramping 
up operations. Meanwhile, larger estab- 
lished players like Siemens, Nortel and 
Alcatel have also become more aggres- 
sive here, trying to shore up their flagging 
global toplines. | 


RADHIKA DHAWAN 


BUSINESSWORLD 7 JULY 2003 


DATA NETWORKS 
Seeing i2i 


T may have taken 

Bharti Tele-Ventures a 

good eight months to 
get the all-important 
security clearance from 
the home ministry for its 
Network i2i (an 8.4 ter- 
abits per second, 3,200- 
km submarine cable link- 
ing Chennai to 
Singapore). But ever since 
it secured the clearance, 
there has been a spurt in 
business. In the last two 
months, the network has 
bagged eight of the 10 
BPO contracts awarded. 

The company also has 
a roster of corporate 
clients like Dishnet, 
Oracle, JP Morgan, Sify, 
Visa, Microsoft and 
Reuters. Dishnet, on its 
part, has aborted plans to 
set up its own submarine 
cable from Chennai to 
Guam and shifted its traf- 
fic to i2i, Data contributes 
about 19% of the total 
traffic on i2i, but as more 
and more corporate 
clients sign up, this is 
expected to go up sub- 
stantially over the next 
couple of years. 

One of the reasons 
for i2i’s success is that its 
rates are as competitive 
as those offered by 
Videsh Sanchar Nigam. 
Meanwhile, Bharti has 
shelved plans to set up 
the second phase linking 
Singapore to Mumbai by 
another cable. This link 
will now be part of the 
Sea-Me-We 4 project link- 
ing Asia with Europe. W 

ANUP JAYARAM 
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Securing a wide- 
investor base | 


THE keen response to the Maruti IPO has 


created excitement and buoyed up the | 


bourses. K. Balakrishnan, director (cor- 
porate finance & advisory) HSBC Securi- 
ties gives BW an exclusive first-person ac- 
count of how the show was managed. 


ARUTI is a market leader 

by miles. It has a domi- 

nant position in the 

small car section (A&B 

segment), which is 86% 
of the total car market in India. So, it was 
a perfect story to sell. We just concen- 
trated on Maruti’s fundamentals and fo- 
cused on getting the right institutional 
base while reaching out to a whole range 
of retail investors. The Securities and Ex- 
change Board of India’s (Sebi) cut-off 
price and the financing by banks also fa- 
cilitated the retail response. 

There was a need to have the right 
kind of investor base and ensure a wide 
spread of investors. Which is why our 
thrust was on institutions, both domes- 
tic and international. They came in big 
numbers. Second, was to get the retail 
blockin. In the first 20 minutes, we hada 
$70-million order book (for an issue size 
of $170 million) from HSBC's clients, 
who were institutional investors. This re- 
flected investor confidence and a strong 
book which was building up. 








Typically, retail investors 
watch how the book is build- 
ing before coming in. Unlike 
institutional investors, who 
don't have to put in cash but 
just bring in their bids, the re- 
tail investor has to put cash. 
So, the retail investor comes 
in at the fag end of the issue. As the mar- 
kets were a bit weak, the challenge was 
to reach out to a wide retail investor 
base. We tried to leverage Maruti’s dealer 
and service network, over and above the 
conventional channels. 

But how do you justify a PE multiple 
of 202 Sure, the PE looks high. But when 
you value a stock, you don’t look at the 
past, but at the future. On a forward PE, 
its about 8.5 times to 2004 earnings 
based on HSBC's research estimates. 


That's not expensive at all. Plus, there | 


were sharp cutbacks on royalty pay- 
ments. Regulatory constraints do not al- 
low the company to share its future busi- 
ness plans. But all the investment banks, 
Kotak Mahindra (the lead banker), 
HSBC, Morgan Stanley and ICICI Securi- 
ties had put up research reports which 
showed how these numbers stack up. 
Maruti’s performance in the first two 
months backs these numbers. It demon- 
strated that the numbers were on track. 
We had to undo some of the percep- 









tions in the marketplace. This was done 
at two-three levels. The research reports 
were one. Analysts also went and met 
fund managers. Then we had the man- 
agement roadshows (Mumbai, London, 
New York, Boston, San Francisco, Singa- 
pore and Dubai), where the manage- 
ment met investors; the investor wants 
to see the team and how it comes across. 
While research analysts and salesmen 
sell Maruti as a great company, they 
need to have some comfort. 

The cut-off price permitted by Sebi 
helped retail investors participate at the 
level at which the book builds. As a retail 
investor, if I quote at Rs 115 and the book 
closes at Rs 125, I wouldn't have got the 
share and my money would have been 
refunded. So, the investor is basically 
saying that he will putin Rs 115, butifthe 
cut-off price happens to be higher, he 
would be willing to buy at that price too. 
He is giving his consent to buying at the 
price at which the bookis building. W 

(AS TOLD TO RANJU SARKAR) 





ENERAL Motors may have ac- 
G quired the ailing Daewoo Motor 
Company, but a Chinese com- 
pany stands accused of stealing one of 
Daewoo's popular models — the Matiz 
(right) — from under GM's nose. 
SAIC Cherry Automobile Company, 








recently launched QQ (left), a small car 
that GM argues is almost a carbon copy 
of the Daewoo Matiz. GM, which was 
planning to relaunch the Matiz in China 
as the Chevrolet Spark, isn’t amused. 
QQ is expected to come with a $6,000 
(approximately Rs 2.80 lakh) tag, mak- 
ing it one of the cheapest cars in China. 
What queers the pitch for GM is that 


AUTOMOBILES 


Spot the 
difference 


SAIC Cherry Auto is a subsidiary of 
Shanghai Automotive Industrial Corp, in 
which GM holds a 20% stake. 

“Chinese firms have always been 
suspected of counterfeiting designs of 
international players,” reveals the CEO 
of a global automotive consultancy. Wi 
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There is a 49% cap on FDI in the 
sector. So, in case of an acquisition, 
the Indian partner will have to- 
ensure that the merged entity 
meets the FDI norms. That could 

prove to be tricky 


New Telecom Policy 1999 
stipulates four operators for 
each cellular circle. If an intra- 
circle acquisition reduces the 
number, will the government 
invite fresh bids? 


TILL GOING 


Lack of clarity is stopping cellular firms from 
buying licences even after the DoT go-ahead 


ANUP JAYARAM l 














modify the telecom policy and allow less 
than four operators in a circle. The chair- 
man and managing director of the state- 
owned Bharat Sanchar Nigam (BSNL), 
Prithipal Singh, says: “There should be 
no restrictions on us to acquire.” At the 
moment, everyone is in the wait-and- 
watch mode. Says Bharti Tele-Ventures’ 
chairman and group managing director 
Sunil Mittal: “We have made our inten- 
tions clear, though we have not started 
assessing possible acquisitions.” 
Another hazy area is the spectrum of 
the acquired company. DoT has sug- 
gested that in case of an acquisition, the 
acquirer will have to surrender the spec- 
trum of the acquired company and serve 
all of the acquired company’s sub- 
scribers on its own bandwidth. 
Operators, however, believe that this 





HE Indian cellular service provi- | 
ders have a lot of people — their | 
lenders and overseas partners — | 
worried with their falling ARPUs | 
E (average revenue per subscriber) | 
-and sagging bottomlines. And intense | 

_ competition is not helping any. Unless | 
¿uthey can get some economies of scale, it 
is unlikely that the cellular companies | 
will make any money in a hurry. Hence, | 

< they have been clamouring that intra- | 
circle acquisitions be allowed. i 
So, the Department of Telecommu- | 
$ 

f 

| 











nications (DoT) has, in early June, an- 
ounced that companies will be allowed 
_to sell circle-specific licences. But, so far 
< no such deal is in the pipeline. There are 
-anumber of reasons for that. First, DoT 
has still not formally allowed intra-circle 
acquisitions. | 
Second, it is yet to clarify on a host of | 
situations that may arise in case of a sell- Í 
off. For instance, the New Telecom Pol- l After all, that’s the basic raw material for 
icy 1999 stipulates that there will be four |! operating a network. Without the spec- 
cellular companies in each circle. So, if a | trum, it does not make economic sense 

| 

| 

} 

| 

i 

| 





tra-circle acquisitions. Says a telecom 
consultant: “No operator will be paying 
for equipment if there is no spectrum. 


licence is acquired by a companyinthe | tobuyoutthe competition.” 

same circle, the number of operators in DoT officials, however, point out that 
giving spectrum will give unfair advan- 
tage to the acquiring company vis-a-vis 
the competition. In such a position, the 
acquiring company will have 12.4 MHz 


the circle will go down to three. What is | 
not clear is whether the government will | 
invite fresh bids for another player in the 
circle or whether the government would 


clause defeats the entire purpose ofin- | 






rivals could object 





The first two operators in each 
circle are on 900 MHz band, while 
the fourth is on 1800 MHz. post 
acquisition, a single operator 
could operate on both bands and 
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Z> ESCOTEL 

Haryana and four 
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as compared to 6,2 MHz with any other 
operator in the circle. DoT also fears is 
that in case this is allowed, it could then 
face a series of public interest litigations. 

If the government does clear the 
haze around intra-circle acquisitions, 
you could expect some of the bigger.» 
players like BSNL, Bharti, Hutchison and < - 
IDEA to start negotiations with smaller 
players in circles. The prime targets 
could include Aircel Digilink (Haryana, 
Rajasthan), Escotel (Haryana) and Spice 
Communications (Karnataka). Escotel 
also has cellular licences in Punjab, UP 
East, Rajasthan and Himachal Pradesh, 
where it has yet to start operations. In 
fact, Escotel has already approached 
DoT to demerge the Punjab circle. Itis in 
the process of taking permission to sell 
the licence, which is likely to be picked 
up by Hutchison. 

Finally, the wave of acquisitions that 
could follow a greater clarity from the 
government would bring the Indian cel- 
lular industry in syne with the global 
trend where, unlike in India, there are no 
more than three or four major cellular 
service providers in each country, u 
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RANBAXY LABORATORIES 


Ranbaxy’s new research head i 
on fewer markets in the quest 


RANBAXY’S 





NEW R&D 


FORMULA 


P. HARI 





HE two personalities couldn't be 

more different. J.M. Khanna was 

earthy, stern and controlled things 

with an iron hand. Rashmi Barb- 

haiya is suave, more relaxed and 
likes to apportion responsibility. Khanna 
was a chemist by training. Barbhaiya is a 
specialist in drug metabolism. So when 
Barbhaiya took over from Khanna as 
head of Ranbaxy Laboratories’ R&D last 
year, few considered it to be just another 
transition. In reality, it was a complete 
but smooth change of cultures. 

By August last year, when Barbhaiya 
joined the company, Ranbaxy had 
reached a critical stage in its R&D strat- 
egy. Khanna had not only laid the foun- 
dations of the drug discovery pro- 
gramme, more importantly, he had also 
created a resource base in Ranbaxy with 
several milestones in generics R&D. 
Ranbaxy had begun to attack the US 
market, a difficult terrain for any phar- 
maceutical firm, and was well on its way 
to becoming a global company. But, de- 
spite having a few molecules in clinical 
and pre-clinical trials, the bulk of its 
R&D was in generics. 

It was time to give drug discovery a 
fillip while retaining the edge in generic 
research. Drug discovery experience is 
always at a premium in India. Ranbaxy 
needed people with experience in some 








of the state-of-the-art technologies that 
were currently being employed by big 
pharma, particularly to cut down failure 
rates. It also needed to take quick and 
clear decisions on several aspects of 
drug discovery: which diseases to con- 
centrate on, what techniques to employ, 
where to invest, what partnerships to 
forge and so on. 

Barbhaiya and Ranbaxy were not un- 
known to each other till then. A decade 
ago, Barbhaiya was the recipient of a 
Ranbaxy Science Foundation award. He 
was experienced in pharmacokinetics, 
an important topic in modern drug de- 
velopment. He had worked at Bristol 
Myers Squibb and was thus closely in- 
volved in many contemporary drug dis- 
covery technologies. Yet he had an un- 
enviable task. Ranbaxy’ annual 
revenues were only about half of Bristol 
Myers’ R&D budget. 

In fact, the annual revenues of India’s 
Top 5 pharmaceutical companies at that 
time were less than the R&D budget of 
Merck ($3 billion or Rs 14,500 crore). 


Barbhaiya’s Plans 


Barbhaiya’s targets were clear: Reduce 
drug development costs to about $180 
million per drug, compared with about 
$800 million in the developed world; in- 
crease the number of Investigational 
New Drugs (IND) applications filed (it 
files one IND a year at the moment) and 
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R&D IN A NUTSHELL 
ANNUAL SALES 2002: Rs 3,714 cr 





R&D SPENDING IN 2002: Rs 192 cr 





NO. OF PEOPLE IN R&D: 800 





AREAS OF RESEARCH: Generics, 
drug delivery systems and drug 
discovery 











continue to strengthen generic R&D, 
particularly for the Abbreviated New 
Drug Applications (ANDA). 

To achieve all these, Ranbaxy in- 
creased the investment on R&D to 6% a 
year, and plans to increase it by 1% every 
year till 2007. Barbhaiya also took several 
key decisions after he joined. Ranbaxy 
would now develop drugs only for a few 
disease areas: infections, metabolic dis- 
orders, urology, inflammations and res- 
piratory diseases. There would be no 
more active research on cancer, central 
nervous system disorders or cardiovas- 
cular problems. Ranbaxy has excellent 
cancer cell lines, but work on these 
would not be a priority. 

The reasons for focusing on these 
disease areas are not difficult to under- 
stand. All of them involve easy targets (a 
molecule in the body that a drug attacks) 
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Ranbaxy’s Barbhaiya (R) and 
Mookhtiar are narrowing in on drugs 
that can developed cheaply and fast 


RANBAXY LABORATORIES | BUSINESS 
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asthma 


(hospital infections) 
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@ PHASE | CLINICAL TRIALS 


MOLECULES UNDER ~ 
DEVELOPMENT | 
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RBx 7644: Anti-infective 


RBx 8700: Anti-infective 


or the money to tackle at 
the moment. 

There would also be no 
genomics or proteomics lab 
and no systems biology. Ran- 
baxy would make up for all its 
deficiencies by building part- 
nerships with overseas com- 
panies, some of which are to 
be announced soon. Overseas 
companies are always looking 
out for partnerships. The big 
pharmaceutical companies 
have a superabundance of 
targets and they would lose 
time if they wished to develop 
everything on their own. The 
smaller biotech companies 
are very innovative in the 
early part of drug discovery 
but do not have the facilities 
to develop a drug further. 
Ranbaxy plans to collaborate 
with some of them and try to 
develop drugs jointly. Says 
Barbhaiya: “I decided that 
Ranbaxy should exploit its 
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and relatively simple and short clinical 
trials. Anti-infectives, for example, 
would show their results in a matter of 
just weeks. Similar is the case with urol- 
ogy. There is also much less competi- 
tion, with many multinationals having 
given up anti-infectives as an area of re- 
search. And though competition is in- 
tense in drugs for metabolic disorders, it 
is a large market. 

Ranbaxy has decided not to invest in 
High Throughput Screening, a modern, 
expensive technique of screening tens of 
thousands of molecules in a short time. 
It will also not try to build a large library 
of potential drug molecules. Multina- 
tionals spend considerable money on 
both. Barbhaiya has also scrapped a 
plan to start an early discovery lab in the 
US. This plan had been brewing for a 
long time. But it would have a US R&D 





facility in three areas: to do clinical re- 


search, handle regulatory affairs and to | 


give commercial inputs on diseases, tar- 
gets and compounds to be pursued. 


Barbhaiya has decided that about | 


90% of the drug targets Ranbaxy would 
work with would be already known and 
tested, or ‘precedented’ targets. Ranbaxy 
does not have the resources to pursue 
too many unknown ones. This might 
seem a compromise, but it is not. Usu- 
ally, the first drug based on a particular 
target is not the best one. Almost all 
blockbusters have come from prece- 
dented targets. There would be no large 
investment on biotechnology either; 
drugs based on biological molecules like 
peptides, proteins and monoclonal anti- 
bodies would thus not get attention be- 
cause they introduce new complexities, 
which Ranbaxy does not have the time 


strengths to form partner- 
ships instead of spending 
time on removing weaknesses.” 


Cost Reduction 


Corporations usually have two kinds of 
strategy: one for the company and the 
other for the public. R&D usually hap- 
pens inside the sanctum sanctorum, 
away from public view. Pharmaceutical 
companies are especially averse to 
showcasing their R&D. 

Barbhaiya recently revealed his cost 
cutting plans to the media; Ranbaxy 
plans to develop new drugs at one-fifth 
of what it costs in the developed coun- 
tries. Apart from lower human resources 
expenses, Barbhaiya has one other strat- 
egy up his sleeve: he would reduce the 
number of failures. It costs $800 million 
to develop a drug overseas because the 
failure rate is high. 

At Bristol Myers Squibb, Barbhaiya 
had seen cost-reduction strategies from 
close quarters. In fact, he was responsi- 
ble for some of them. Drug discovery re 
search is going through a revolution in 
the big companies. The time-tested 
practice of drug R&D went like this: find 
a potential candidate, test for its efficacy, 
then for its toxicity in animals, and then 
on its metabolic properties in human 
beings and so on. It was a strictly linear 
order that was seldom broken. But not 
any more. 

Study of drug metabolism in human 
beings is crucial to the development 
process. No matter how extensive the 
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animal studies are, human beings re- 
spond completely differently. Drug 
companies look for four properties of 
the drug in humans: how it is absorbed, 
distributed, broken down or 
metabolised and finally excreted. 
Pharma companies call the studies 
ADME (short for Absorption, Distribu- 
tion, Metabolism and Excretion). Re- 
cently they have added toxicity as well 
and augmented ADME to ADMET. AD- 
MET studies came rather late in the con- 
ventional approach. As many drugs 
failed here, it led to waste of resources 
(the costs of the failures were finally built 
into the costs of the successes). But now 
drug companies have started studying 
drug metabolism early on ina drug's his- 
tory, in parallel with efficacy and animal 
toxicity tests. 

Barbhaiya was brought into Bristol 
Myers to research the so-called ‘devel- 
opability’ of a drug early in its career. 
There are other advances that could re- 
duce failure rates. During animal stud- 
ies, molecular biologists have learned to 
use genetic engineering and clone hu- 
man receptors (molecules in the body 
which a drug attacks) into animal mod- 
els. The data from such studies are likely 
to be more relevant to human beings. 
Now, Ranbaxy, too, has begun the 


process of testing the developability of | 


all its candidate drugs. In addition, it has 
introduced what Barbhaiya calls ‘crisp 
decisions’. They involve studying the 
lead drug candidates thoroughly, opti- 
mising and then selecting only the best 
ones. Kasim Mookhtiar, who heads drug 
discovery at Ranbaxy, 
reveals: “We take 
clear decisions early 
on what molecules to 
develop.” 


Generic Research 


S. Nityanand, a per- 
manent invitee to the 
Ranbaxy Scientific 
Advisory Board, has 
seen Ranbaxy from 
close quarters for 
over a decade. As the 
former director of the 
Central Drug Re- 
search Institute 
(CDRI) at Lucknow, 
he has seen drug dis- 
covery from even 
closer quarters. Yet he 
does not overesti- 
mate the importance 
of Ranbaxy’s drug dis- 
covery programme. 
He thinks that generic 


| 
| 
| 








Yatendra Kumar, VP (chemical research) (L), with Rajiv 


Mallik, VP (pharma research & regulatory 


research is at least equally important. 
“People in India do not understand the | 
need for a resource base. It was generic | 
research that created a resource base for 
Ranbaxy. It continues to be important.” 
When Khanna joined Ranbaxy in 
1979, there was no research to speak of; 
the R&D division had only eight people. 
Further, he did not have a process chem- 
istry background; he had worked for 10 
years at CDRI on drug discovery. Says | 
Khanna: “We had no experience in 
process chemistry. We had to start it | 





Kiran Marthak, VP (medical affairs & clinical research) 
(L), and Ashok Rampal, VP (new drug delivery systems) 
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from scratch.” Over 
the years, generic re- 
search in Ranbaxy 
grew to be a formida- 
ble enterprise with 
world-class capabili- 
ties. The 1990s were 
particularly good 
years. The turning 
point came in the 
early 1990s with cefa- 
clor, at that time a 
$1.2-billion drug. 
There were more 
milestones, not all of 
them involving pro- 
cess chemistry. The li- 
censing of once-a- 
day capsule cipro- 
floxacine, a product 
of Bayer, back to that 
company for $65 mil- 
lion was a major 
achievement. So was 
the $42-million li- 
censing deal for a be- 
nign prostrate hyperplasia drug, RBx- 
2258, with the German company 
Schwarz Pharma. 

Ranbaxy divided last year’s R&D 
budget of Rs 192 crore into three core ar- 
eas: generics research (60%), drug deliv- 
ery systems (30%) and new drug discov- 
ery (10%). In the coming years, the 
budget for generics R&D will rise only 
marginally, but the share of new drug 
discovery will go up considerably. The 
company plans to hire 195 people for 
R&D this year, of which 100 have already 
been brought on board, and build a third 
R&D centre in Gurgaon. 

In generics, Ranbaxy has been ex- 
ploiting a clause in US laws that allows 
for temporary market exclusivity after a 
patent expires. Companies that file an 
application (ANDA) for a new process to 
make the drug, will have exclusive rights 
to sell the drug for six months in the US. 
The only other company that can sell the 
product during this period is the innova- 
tor. Such a law does not exist in any other 
country. Ranbaxy is stepping up its re- 
search to further exploit this clause. It 
filed 10 ANDAs in 2000, 16 in 2001 and 25 
in 2002. 

CEO D.S. Brar has a vision to trans- 
form Ranbaxy into a $5-billion company 
by 2012. By then, the company hopes to 
place its own drugs in the market and 
have a healthy pipeline of drugs under 
development. Yet the influence of gener- 
ics R&D on the company’s bottomline is 
not likely to decrease in the future. 

Generics R&D is here to stay in all In- 
dian companies. 
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UNBUNDLING OF MARKETING 


URING my marketing stint in the UK as a brand | tions and consumption are no longer rigidly linked to life 
manager, I saw that the world of advertising was in- | stages. So, value brands in segments like soap and tooth- 
creasingly getting specialised. The classical adser- | paste find favour with SEC A while top-end mobile phones, 
vices — media buying and planning, packaging de- | TVs and audio CDs have penetrated SEC C. So we have the 
sign, consumer/trade promotions, event ‘evolved SEC C’ and the ‘value-conscious SEC A. 
management and public relations — were becoming spe- | m Socio-cultural psychological state of consumers is 
cialised offerings. The classical ad agencies began to focus fluid: It is no longer possible to box consumers in one or two 
on the consumer and creative products, some even on spe- | socio-cultural states, e.g., ‘conservative’ or ‘global yuppie’. 
cific consumer segments like children. This development | His social orientations change according to situations. For 
recognised that different competencies are requiredtohan- | instance, Mr. Kapoor starts his morning by being the ‘tradi- 


dle different tasks in advertising/communication. tional son’ touching his parents’ feet; goes to the gym and 
But this ignored the assumption that marketing needs | interacts with youngsters — reliving ‘youth’; back at home, 

no change. It is this that needs to be reviewed now. he is the ‘open and tolerant father’ to his son and the ‘tradi- 
| tional, conservative father’ to his daughter; he is the ‘ethnic, 

The Changes Around Punjabi’ at work but the ‘suave, global sophisticate’ at a for- 


It is incorrect to assume that the pressures that led to the | eign business delegation dinner. 
unbundling of advertising should have no impact on mar- | ™ New cultures emerging every day: These are technology- 





keting. Let us look at some of the fundamental led — SMS, online chats and email. They spawn 
shifts in the Indian market that are influencing their own cultures that allow openness in sex- 
the way in which a marketer operates to- ual expressions and a wider network of re- 
day, or should do so in the future: lationships. Each culture has its own be- 
z E T R a ere Lows TO COPE WITH TODAY’S meters ac me Ry EVEA 
omy: Since the boom of the s the norms. This alters the tongue a bran 
Indian marketer is experiencing low EVER-FLUID SITUATION, speaks and the ways in which it re- 
growth for the first time. Now growth M ARKETERS MUST lates to consumers. 
has to be created — this is a new ex- 
perience for many marketers. TRY AND FIND ‘THE The Marketer Of Today 
m High degree and different nature So where is the left-brained MBA 
of ekoi The number of com- ESSENTIAL MARKETING marketer in this scenario? How is 
petitors have grown and their nature, COMPETENCY’ he/ she coping with this ever-fluid, 
too, has changed. Now, competition non-linear situation? Does grinding 
comes from cheap imports from China through the definitive and linear realities o 
fi h i from Chi hrough the definiti dli alities of 
(toys, electronics); the aggressive Koreans with sales and distribution, even manufacturing, 
8 8 
deep pockets (LG, Samsung, Hyundai) who are de- equip one to run the marketing function? The key is 
q y: 


livering high value; and the local regional competitors | to find ‘the essential marketing competency’. 

(CavinKare, Paras, Ghari Detergent) who are constantlyim- | W Getting to the core of marketing: The marketing func- 
proving the marketing mix delivered by the MNC mar- | tion comprises of three distinct functions, namely, (i) brand 
keters. The enemy now has different faces in different | management; (ii) project management and (iii) managing 
places and the marketer's response has to keep changing profit and loss accounts (P&Ls). Let us look at each of them: 
with place and time. Brand management: Marketing derives its power from the 
m Non-linear, chaotic market behaviour: Simple product- | brand and the premium it allows to be charged from con- 
led market segment definitions and their linear links toeco- | sumers. Brand management is the core of marketing. It in- 
nomic factors like consumer income can no longer explain | volves tracking the social and consumer megatrends, in- 
the growth dynamics. The consumer spends more on, say, | depth understanding of the psyche and emotions of 
colour TVs, mobile phones, holidays and education, but | consumers and identifying the need gaps for product/ser- 
downgrades to value brands in categories like toothpaste. | vices brands arising out of them. Brand management is a 
And the marketer has to now deal with this non-linearity. very ‘outside in’, holistic view of the consumer world and its 
m Less definitive relevance of life stage and income: The | link to brands, not just ofa specific product category. 
30-plus segment today behaves like the youth — consum- | The first essential part of brand management is creative 
ing its apparel, music and entertainment, while the youth | ideas. Ideas for developing the product, pricing or distribu- 
often display the maturity of middle age. Consumer aspira- | tion mix can come laterally from making unusual connec- 
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tions. For example, the design changes for colour CHANGING FACE and external partners like R&D and ad agencies and 
TVs can come from cellphone or car styling; dé- : collaborators to finish the projects on schedule. 
cor/colour trends for homes can emerge from the The project management part of marketing in- 
dressing styles of people, low pricing of mobile volves a thorough appreciation of the interdepen- 
phone handsets by telecom providers to increase dence between marketing and other internal or- 
penetration/ usage of their services. A new energy ganisational functions. Quality and timely delivery 
_ drink emerged from transplanting a traditional ofeach of the component tasks is critical to meeting 
Thai drink into Europe; choco-paste tubes ala OF MARKET ING the big objective. At various stages of the project, 
Cadbury's Chocki were first introduced in South- proactive problem identification and trou- 
east Asia due to the inability of manufacturers to keep | bleshooting is critical. Most of the task is rational, it does 
chocolate solid in the hot climate and so the idea to giveitto | have alittle brand management in the area of positioning, 
children ‘as it is. This is use of creativity in developing ele- | effect of launches/re-launches, promotions on the direc- 
ments of marketing mix. tion a brand is taking, etc. 

The second part of this task is management of brands; The skills required to manage this part of marketing are 
not in the traditional sense of keeping them profitable and | rational, analytical and linear. It does involve some hard 
growing (which are equally important), but nurturing | marketing skills taught at B-schools (like deciding on brand 
them, keeping them relevant and exciting. This requires | portfolios, segment identification and decision to launch/ 
deep understanding of people's emotions and their rela- re-launch). But much of it comes with experience (time- 
tionship with the brand. It is an emotional task of treating | lines, levers to press with internal functions and outside 
brands like persons and not reducing them to components | agencies) and, thus, can be acquired. 
















like packaging, price, product and advertising. Reductionist skills are very useful here as most big tasks 
The third part of brand management is treating con- | have to be reduced to their components and then resolved 
sumers like people, not mere sta- separately by various specialists 


tistics. It needs listening to peo- 
ple, watching them and treating 
personal observations as critical 
inputs along with consumer re- 
search. The people observations 
can be intuitively used in any 
non-linear fashion. It is about the 
finer understanding of the fluid 
socio-cultural, psychological 
states of consumers. Brand man- 
agement is about absorbing the 
world around you and making 
creative linkages between dis- ing by finance, advertising and 
parate pieces of information. It is research by agencies, distribution 
the softer but the more difficult JLUGEVEIDESIEUCI EIST rine cregiier ert cs by sales, etc. Getting work out of 
part of marketing. people who do not report to you 
The competencies required for brand management are | is tough and requires good persuasion and people manage- 
right-brained creative thought, lateral interpretation ofdata, | ment skills. Assertiveness and tact in managing internal 
understanding of sociology and psychology and an apti- | and external partners is critical. These soft skills can partly 
tude for connecting information from different areas. Com- | be learned, but are personality and aptitude dependent. 
fort with ambiguity and ability to rely on intuition are nec- The most important skill needed here is leadership — an 
essary. The basic brand management techniques taught at | ability to lead and orchestrate various internal and external 
B-schools are relevant, but are, well, basic. The softer com- | functions into delivering the end task without being master 
petencies are aptitude-driven. Either you have this open, | of any. It is the soft skills that distinguish an excellent mar- 
non-linear, intuitive and creative aptitude or youdon't.And _ keting person from a mediocre one and most of these skills 
this separates inspiring marketing persons from the rest. cannot be taught. An MBA marketer is more likely to suc- 
Project management (marketing implementation): This ceed in project management than in pure brand manage- 
is a mix of activity management and (alittle bit of) brand | ment as most of the first is hard and rational in nature and 
management, i.e., managing launches/re-launches, dis- _ can be learned over time. 
continuation of brands, consumer/trade promotions, dis- Managing P&Ls: From an organisation's point of view, this 
tribution initiatives, key account management, etc. This is | crucial task consists of managing the hard, financial side of 
the day-to-day running of brands. It involves working with | marketing. It involves managing the P&Ls of brands, cate- 
internal partners like R&D, production, finance, logistics | gories, groups and the whole of marketing, as well as ex- 


(R&D, production, distribution, 
etc.). This part of marketing has 
similarities with handling big en- 
gineering tasks through project 
management techniques. So en- 
gineer-MBAs are good at this. 
Marketing people do not di- 
rectly do most of the component 
jobs but get them done by spe- 
cialists — product development 
by R&D, timely delivery of stocks 
by production and logistics, cost- 
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: e aniline the company's brand .and/ or product portfolio by 
acquisitions. Itis most often the prerogative of senior man- 


_ agement and needs a deep understanding of the effect of | 








marketing variables on different parts of business in finan- 
cial terms. The mundane part of this task lies in balancing 






centre — quite an administrative task when reduced to its 
basics; a generalist job at the best. 







duction programmes or inappropriate brand acquisitions 
to show immediate P&L results are common, yet unavoid- 
able, follies associated with this task of marketing. The skills 
required for this part are mathematical, logical, financial 
and analytical in nature and can be taught and learnt — ei- 
_.. ther at business schools or on-the-job. 

It is quite ironical that the skills for this senior marketing 


_ the marketing budgets and managing marketing as a cost | 
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vation and activation working on thes: same brand with their ae 
diverse perspectives — innovation tends to have a longer. 
term approach and activation a shorter-term view! SOEs 
Outsourcing of brand management: Does the parallel with 

advertising imply that the core brand management can be 
outsourced or unbundled like media in advertising? Quite 


| likely. The separation of brand management from market- 


Short-term promotion-led growth, quick-fix cost-re- | 


job can be learnt but the skills/competencies required for 
the core brand management at all levels cannot always be | 


taught in the current form of teaching/learning formats. 






















markets, marketing needs to unbundle its tasks 
and decide what is at its core. 

Tt appears that the core competency of 
marketing is brand management. 


‘Unbundling Of Marketing And The Fu- 
‘ture Of Brand Management 


‘The typical MBA marketer does not 
necessarily possess the skills and ap- 

titude to do justice to the more com- 

plex needs of brand management. Ei- 

‘ther the marketing function can 
Specialise and develop these skills in- 
ternally or outsource the brand manage- 
ment part of marketing. 

Internal development of specialist rand 
‘management: The immediate alternative solution 

to outsourcing is internal specialisation. The first step to 
this can be atransition into a specialist's organisation struc- 


and competencies are required to run the core brand man- 
gement and project management. However, this structure 
nay have its own set of issues. 


_ Just as:advertising has unbundled in many developed 


LIKE ADVERTISING, 
THE MARKETING 
FUNCTION ALSO NEEDS 
TO UNBUNDLE ITS 
TASKS AND DECIDE 
WHAT IS AT ITS CORE 


| project management will form the core of marketing in the 
ture, like in Hindustan Lever (HLL). There marketing is split ae 
into ‘activation’ (implementation) and ‘innovation’ (core | 
brand management). The boundary between the two is | 
hazy. This structure recognises the fact that different tasks | 


ing implementation (project management) is possible. In’ 
fact, it is happening with brand consultants working for In- 
_ dian SMEs and business houses with little marketingexper- ` 
| tise, or with outside brand consultants or new agencies bes- 
ing brought on to give a new strategic shift to an existing/ a 


ailing brand in large marketing organisations. = 
This trend could shift to larger marketing organisations on 
too. If the hard strategic consulting can be successfully out. . 
sourced to experts like McKinsey and Company and Boston 
Consulting Group, and the implementation left to the doers — 
in the organisation, then why not with brand management. 
Core brand management can be outsourced to experts if 
marketing organisations accept that it may no longer be 
their core expertise to manage the psychological __. 
and social aspects of the fluid and complex 
consumer, So, who are the outside experts 
likely to occupy the core brand manage- 
ment slots? They are ad agencies, mar- » 
ket. researchers and management 
consultants. Any of these could 
morph into the consumer expert. 
They will give the blueprint for core 
brand management and will partner 
the brand owners in implementation 
on acontinuous or one-time basis. 


The Future ae 
The internal specialisation attempt with 
organisational restructuring is only a transi- 
tion step in the process; the outsourcing of the core: 
| brand management will be the ultimate result. The existing | 


organisation, with support from the P&L management. 

This implies that in future, there will be little place for 
generalists heading P&Ls as marketing experts; the pure 
brand specialists must replace them. The senior ‘marketing. l 


_ person will necessarily need to havethe skills and compe- 
__ tencies in pure brand management to enable him/her to 


_ give direction to the outside specialist brand consultants. me 
First. who is fit to be in ‘activation’. and ‘innovation’? Itre- 
quires mapping of talent in the company and deciding on | 


the basis of skills and competencies who is suitable for | 
which? If these two streams are used only to fit existing pool 
i eet but in the future, it will claim its rightful place. 


of people in sales and marketing, it may defeat the very pur- 
“pose of streaming the marketing tasks into two. 


: Second, this structure may end up creating a brahmini- j 
-- cal order within marketing, with ‘innovation’ being consid- 


-ered superior to ‘activation’. This means the activation peo- | 


ple may spend their time waiting to get into ‘innovation. 


Third, there is the usual conflict between people in inno- | 
LE, 


Playing captains will replace the non- playing ones: ra 
If one questions the assumption stated in the beginning a 

of this article and examines marketing competency, itleads 

to one conclusion that the soft part of marketing has been 


“The authori is s business dire ector at at Ogilvy & Mather. Avertin. 
Mumbai. Prior to this, he was a senior marketing professional at 
Warner Lambert and Cadbury Schweppes. The views expressed in 
this article are his own. The author can be reached at 

“vivek. sharma@ogilvy.com. 
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After taking the Indica $ 
to the UK, the auto 
major now plans to 
sell its trucks across 
emerging markets 
around the world 
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T. SURENDAR 
UCKED away in a far corner of the 400-acre Tata Engi- 
neering and Locomotive Company (Telco) factory in 
Pune is its Engineering Research Centre (ERC). Here, a 
group of designers are working on a project which is 
classified “Top Secret’. Their real work begins after the 
rest of their colleagues at the ERC leave for home. In the 
evening, when the office is nearly empty, they begin 

making conference calls to an auto design boutique in Italy 

with unfailing regularity. Elaborate drawings and notes are 


then exchanged over the Internet. It may seem like corporate | 


espionage, but the veil of secrecy shrouding this project may 
not lift till sometime in 2006. That’s when Telco will finally 
launch its new international range of trucks — dubbed inter- 


nally as the trucks of the future —in China, Brazil, South Africa, | 


THE NEXT BIG BET - 


@ New-age Tata trucks to roll out in a range 
of emerging markets like Sóffth Africa, Brazil, 
Indonesia and China by 2006 


® Global sales to contribute a quarter of 
Telco’s commercial vehicle business by 2010 


@ Low-cost manufacturing base to be 
leveraged to offer models at prices at least 
25% less than that of global majors like 
Scania and DaimlerChrysler 


@ A 6-member in-house team along with an 
Italian design house is working on developing 
prototypes of the cab design 


@ Focus on fuel efficiency as a major plank to 
sell trucks, something which American and 
European auto majors do not consider 


@ Offerings will range from 9-tonne to 49- 
tonne payload vehicles. Will use a common set 
of aggregates to reduce cost and complexity 


@ A distribution system, complete with 
exclusive franchised showrooms and service 
centres is to be set up. Service seen as a 
major revenue earner 


® Acquisition of local players in the south- 
east Asian markets is being considered to 
provide additional manufacturing capacity 


Indonesia and a few more emerging markets. 

The designs are, of course, still work-in-progress. Other 
than the first exclusive picture on our cover of just how the cab 
— the front portion of the truck — will look, the exact details of 
how India’s biggest automaker plans to crack open interna 
tional markets is known only to a few individuals inside the 
company. Needless to say, the implications are enormous for 
the Rs 10,837-crore auto giant. Despite being among the Top 10 
truck and bus (commercial vehicle) manufacturers in the 
world, nearly all its revenues come from the domestic market 

Last year, Telco’s global game plan for the Indica, its passen 
ger car, fired public imagination in India. (See ‘Pune to Pic- 
cadilly’, BW, 24 February). In December last year, the au- 
tomaker announced that it had sewn up a smart arrangement 
with UK-based car company MG Rover to export 100,000 Indi- 
cas to Europe over the next five years. However, breaking into 
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COVER STORY | TELCO ENV KEG 
The Decade of the Davids 


been driven by one buzzword — consolidation. The biggest 

companies including General Motors, Ford and Daimler- 
Chrysler have all been busy with acquisitions, leading many to be- 
lieve the future will be dominated by just 3-6 large players. That 
popular theory, however, could be turned on its head by a clutch 
of small companies including Telco, according to A Rough Road to 
the Freeway: The Outlook for the Global Vehicle Industry, a recent 
report by Autopolis, a strategic consulting company. 

"Today, just six companies dominate the world’s vehicle in- 
dustry, accounting for 72% of global output... Yet, the prospects of 
the smaller firms are brighter than for the big ones. The biggest 
winners in the next eight years — those that will gain global 
share — are mostly the smaller firms. Companies that are on the 
fringes today — Chinese firms like FAW and SAIC, as well as Tata 
in India and Auto Vaz in Russia,” the report says. 

It adds that today’s auto biggies will be the biggest losers 
eight years down the line. If the top six companies have a 72% 
share, then the top 10 companies will share that pie in eight 
years. For example, Autopolis expects Gen- 
eral Motors’ share to drop from 19.4% 
(2002) to 15.7% (2010, including Suzuki, 
Maruti, Fuji-Subaru and Daewoo sales). 

But why does Autopolis expect the 
small firms to fare better? It estimates that 
the world car market will grow by 11 million 
units in eight years, But almost 36% of that 
growth will come from China (30%) and In- 
dia (6%). “The smaller firms are better posi- 
tioned in the fast-growth markets (primarily 
Asia). That will give them an advantage,” 
says Graeme Maxton, the Singapore-based 
Asia-Pacific managing director of Autopolis. 


Fi: half a decade now, the global automotive industry has 


pe 





the commercial vehicle (CV) industry is an entirely different 
ball game. The size of the global commercial vehicle industry is 
just a quarter the size of the passenger car industry. Besides, 
unlike the fragmented car market, a few leading players in the 
CV business — Volvo, Scania, DaimlerChrysler, Paccar, Fiat- 
Iveco and Navistar — control nearly 60% of the industry. For the 
past few years, the auto industry has been going through a con- 
solidation phase as the big boys have gone about buying out | 
smaller regional and local players. 

And Telco’s relative lack of global experience isn't its only 
handicap. In terms of volumes, it is a tenth the size of Daimler- 
Chrysler's truck business, Yet, Telco expects its new line of in- 
ternational trucks to contribute 25% to its overall CV business | 
by the end of this decade. Assuming that the company main- 
tains an annual growth rate of 13% over the next seven years, its | 
international business could grow to Rs 4,000 crore. So what re- 
ally does Telco have up its sleeve? We'll come to that ina bit. 

First, lets touch upon an interesting discussion that's taking | 
place in the auto world even as Telco begins its search for inter- | 
national markets. Recently, Graeme Maxton, the Asia-Pacific | 


Autopolis’ Graeme Maxton is convinced 
that in 10 years the small automakers 
will grab marketshare from the big ones 


In contrast, some of the bigger names such as Fiat, Ford, Volk- 
swagen, are stuck mostly in lower growth markets that are facing 
a slowdown in the next few years, the report points out. This year, 
for example, North American vehicle sales is likely to drop by 10% 
despite unprecedented discounts and is unlikely to return to its 
peak level until 2009. : 

“With a shrinking global market in the short term, some of the 
bigger firms may even be forced to disintegrate — Ford might 
| have to sell-off Mazda or Volvo; GM might have to spin-off Saab 
and sell its stake in Suzuki; and DaimlerChrysler might have to sell 
its stake in Chrysler and Mitsubishi if things get bad enough. Even 
if these firms avoid this, instead of six big companies with a domi- 
nant position today (together they have 72% marketshare), we 
will see 10 or more less dominant ones by the end of the decade,” 
| the report observes. (See ‘How they will fare’) “The theory of a 
global disintegration of the auto industry is gaining some follow- 
ing. There is a growing realisation that it may be easy to manage 
smaller chunks rather than gigantic auto operations,” agrees V. 
| Sumantran, executive director, Telco. 

Autopolis expects global auto sales to 
drop 5% this year and again in 2004. But it 
also expects a brisk recovery from 2005 on- 
wards, though a bulk of this growth will 
come from Asia. “Excluding Japan, Asia will 
be the fastest growing car and truck market 
in the world over the next decade,” says 
Maxton. “Tariff protection will favour the 
smaller companies, but the more important 
factor is that they enjoy a terrific cultural 
loyalty. There is huge loyalty to the Telco 
brand in India, for example,” he adds. 

Among the three countries in conten- 
tion, Maxton says India is the one building a 








managing director of leading auto industry portal autopolis. 
com was in India. He told Businessworld that “the biggest 
gainer in the next eight years — those that will gain global mar- 
ketshare — are mostly the small firms”. “Telco is poised to gain 
the most,” he added. (See ‘The Decade of the Davids’) Maxton’s 
view challenges the conventional wisdom that the industry 
consolidation will see fewer and bigger auto companies 
emerging over the next decade or so. 

Of course, Maxton's views may not go entirely unchal- 
lenged. But if the broad contours of its CV game plan are any 
evidence, there is, perhaps, reason to believe that Telco may 
have found a’simple formula to compete against the big boys of 
the auto industry. Telco has decided to play to its key strengths. 
As things stand, it has two main weapons. One, its low-cost 
manufacturing system, which enables it to produce trucks at 
costs that are almost 25% less than those of its global competi- 
tors. Two, it believes that its knowledge and understanding of 
the cost-conscious Indian market can be easily replicated in 
other emerging markets of similar profile. Global majors like 
the Swedish companies Scania and Volvo, or German giant 
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Tata group has made enormous 
low-cost approach to manufacturing will pay 
n. “Unlike five years ago, the Tatas are now ac- 
lose to European standards. It is coming from be- 

uit it is accelerating at a much faster pace,” he says. 
te this, Maxton expects the Chinese firms FAW and 
rform Telco in the short-to-medium term. That's _ 
estic market in China is bigger and is growing 
1g 2-3 times faster than the expected 
the absence of a large domestic market, 
he export market. But it is a chicken- 
Without a strong domestic market, ex- 
dds. Sumantran concedes that this 
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DaimlerChrysler have not demonstrated that sensitivity so far. 

So if Telco pulls off its global gamble, it could position itself 
as a serious emerging market specialist. Ravi Kant, Telco’s exec- 
utive director in charge of the commercial vehicles business, 
says: “This will be the next big but obvious step in the evolution 
of the company. The new frontiers will make the company 
learn new skills to move forward.” But that’s not all. To gain 
scale, Kant says he has not ruled out acquisitions either. For in- 
stance, across several markets in south-east Asia, the company 
believes that it could make sense to buy out smaller companies 
that make light commercial vehicles. Their manufacturing ca- 
pacities and distribution systems could be useful in growing 
Telco’s business. 

Ironically, even three years ago, not many inside Telco be- 
lieved such a transformation could happen. The company was 
reeling under the biggest ever loss in its 58-year corporate his- 
tory. In 2001, following a whopping Rs 500-crore loss, its stock 
price fell from Rs 563.75 in 1996 to Rs 58.85 in 2001. 

The problems had to do with the way the commercial vehi- 
cles business was run in those days. In 1997, Telco had piled up 
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huge stocks with its dealers on the eve of its GDR issue to jack 
up its turnover, and the products remained unsold even two 
years later. Telco sank into a financial quagmire, dealers were 
distraught and employee morale was low as stocks piled upin 
its factories. With its pipeline choked, Telco could not bring 
new products to the market. That allowed a nimbler competi 
tor like Ashok Leyland to gnaw away at Telco’s marketshare in. 
the fast-growing segments like heavy trailer trucks. Coinciden- 
tally, the nascent Indica project, too, began to soak upthe 
sources of the company. Says Kant, who joined in February. 
1999 from electronics multinational Philips: “In those days, it 
was a question of maintaining your sanity,” 

Fortunately for Telco, Kant managed to do that. In the next _ 
three years, he and his top team, consisting of executive direc. 
tor (finance) Pravin Kadle, senior vice-presidents PM. Telang . 
and A.P Arya pushed through a dramatic transformationof'h 
co's CV business. “Telco grew up with the belief that it made the 
best trucks. That had to entirely demolished first,” says Kant. It 
was back to the basics: Kant and his team vigourously attacked 
costs, cleaned up the supply chain, forced the hierarchy-co! 
scious organisation to push forward its bright, young managers 
to positions of responsibility, galvanised the product develo 
ment process and beefed up quality. 

Kant now says he followed a broad telescopic strategy, In 
the first two years, between 2000 and 2002, he would concen- 
trate on shaving off costs and improving quality. That made 
sense largely because the market was declining and there was 
no way of hiking prices. Now, in the next two-year phase (2002- 
04), the focus is on domestic marketing. In the last phase (2004- 
2006), the company would aggressively seek out foreign mar 
kets. The strategy was telescopic — since cost cutting would 
continue to extend through all the six years, i 
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Today, the results are self-evident. In 2002-03, Telco has 
posted record sales of Rs 10,837 crore with profit after tax of 
Rs 300 crore. Commercial vehicles volumes grew 30% over last 
year. The strategy was well on course. 

So now, how will Telco’s international strategy unfold? In 
the first phase, new product development for the foreign mar- 
kets was kicked off in early 2002. Along with an Italian design 
house, a team of six Indian designers is working on the new in- 
ternational model. Ravi Kantis himself spending nearly 20 days 
a month travelling to each of these new markets to get a first- 
hand feel of the business. Telco also imported a few truck mod- 
els and stripped them to their last nut at their Pimpri factory to 
study the cost and quality of these products. A team of 7-8 man- 
agers is evaluating franchisee dealers. The list will be ready well 
before the targeted launch date in 2006. 

But the real test for Kant will be to make his competitive 
planks hold up in the international markets. In rebuilding the 
company, he and his team have ensured the same strengths 
that Telco built up for its domestic business would also be there 
in its global business. 

Take Telco’s low-cost manufacturing system, for instance. 
Kant's game plan was simple: reduce the fixed and operating 
costs as much as possible so that it could claw back into profits. 
“Automobile players should take a new look at costs. They 
should behave like consumer durable makers and plan for con- 
tinuous price erosions of their products,” he says. 

In 1998, Telco brought in Andersen Consulting to help it 
saw off costs, But the initiative did not 
deliver beyond Rs 150 crore-200 cro- 
re of one-time savings. That’s when 
Kant got into the act. He asked Telang 
to call a meeting of young managers 
at Telco’s Pimpri factory. At the end of 
a 3-day workshop, Telang came back 
with a plan to reduce costs by 1.5%. 
Kant rejected it point-blank and 
wanted a blueprint to shave off an in- 
credible 15%. Says Girish Wagh, se- 
nior manager (product introduction): 
“Initially, we thought it was not possi- 
ble, but we ended up doing more.” 

The breakthroughs were spectac- 
ular, A tear-down team of young en- 
gineers went to work on Telco’s lar- 
gest-selling model, the 407. It went 
down to the last component and re- 
estimated the cost of each part. The 
results surprised even a manufactur- 
ing veteran like Telang. In six months, 


Telco managed to slash Rs 13,383 (or 5.9%) off the cost of direct | 


materials for the vehicle. Similarly, it saved Rs 40,000 for its 
heavy vehicle model, 1215. 
Several quality initiatives under Arya, too, delivered cost 


savings. Tata Sons executive director R. Gopalakrishnan per- | 
sonally supervised a delicate 3-year wage agreement with | 
workers and an employee separation scheme. A major e-sourc- | 
ing initiative — the biggest by an Indian company — helped | 


pare costs further. In the end, Kant and his team had helped 
save Rs 900 crore in three years. Says Ask Raymond James CEO 


Bharat Shah: “Telco has done some amazing things with its | 
costs and it has done so without the noise that usually accom- | 


panies cost reduction initiatives of this kind.” The cost cut 
helped to bring down the break-even sales level from 65% to 
30%. For a capacity of 200,000 vehicles, it meant Telco needed 
to sell only 60,000 to be profitable. Last year, it sold 107,438. 


| 
| 


activity. This is one of India's arterial roads. Not only people 

going from Delhi to Mumbai, but also those headed further 
into the Deccan have to take this ribbon of tarmac. Of course, 
most of the vehicles this Sunday morning are not headed far. 
Day-trippers are racing towards the Taj Mahal. The devout are 
counting the miles to Mathura. It is the trucks lumbering along 
in the left lane that are really planning to go the distance. 

The next time you drive down an Indian highway, pay a bit 
more attention to the trucks. Most of them are six-wheelers with 
two axles. The Industry lingo for them is nine-tonners. Take a 
good look while you can. They won't be around much longer. 

A shift is under way in India’s trucking business. Take multi- 
axle vehicles like Volvo's massive rigs. Their share of the market 
has grown from 3% in 1997-98 to an estimated 37% in 2002- 
03. This year, truckers will buy an estimated 36,953 medium 
capacity trucks (nine-tonners et al. Only marginally more than 
the 31,117 trailers they will pick up. And make no mistake, this 
marks a watershed for Indian transport companies. After plying 
nine-tonners on almost every route, the industry is graduating 
to a hub-and-spoke structure. In future, large rigs will ply on 
the main highways and smaller trucks on the feeder routes. 
This is the vision which Ravi Kant is gambling on. This is the 


[e 9:30 a.m. on a Sunday morning. And NH2 is buzzing with 






Highway projects are changing the 
contours of the trucking industry. 
Better roads will see the ubiquitous 
nine-tonners give way to the rigs 


Now, every vehicle manufacturer across the world is aggres- 
sively attacking costs. So how does Telco hope to keep ahead of 
the pack? As of now, Telco’s cost structures already compare 
well with those ofits American and European competitors. (See 
ʻA Comparative View’) The products, too, are 20-50% cheaper 
than comparable products from its competitors. For example, 
in South Africa, Scania trucks were an average 25-30% more ex- 
pensive than Telco’. “With the implementation of VAT, Telco’s 
costs will, in fact, be lower than even the Chinese manufactur- 
ers (excluding the state subsidies),” says R. Ramakrishnan, 
deputy general manager (marketing). 

Managing the inherent complexity of the trucking business 
will be crucial. Unlike the passenger car business, the scale ad- 
vantages do not accrue in the labour-intensive truck manufac- 
turing because of the sheer variety of products that customers 


| demand. “The more variants you can offer at lower costs, the 
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cornerstone of his heavy commercial vehicle strategy (HCV) 

_ Strategy in India. 55, eee eet 

-Toa large extent this is being driven by the government's 

“Golden Quadrilateral project. Large rigs have always offered far 

_ better economics than medium CVs. The typical nine-tonner 

comes for Rs 8 lakh. A rig with a 40-foot trailer comes for about 

-Rs 14 lakh. Its fuel consumption is higher — about 1.73 times. But 

it can carry four times as much cargo. In addition, says J.L 

Kh he joint managing director of Delhi-based transport 

company Jaipur Golden, “you need one driver instead of four; so 

Staffing costs go. down.” Also, since taxes are levied per truck; 

are savings there also. Right now, Jaipur Golden, which has 

about 1,000 trucks, plies nine-tonners on almost all routes. When 

jhways improve, Khanna plans to start using higher capac- 

these routes. Before the highway project, says K: 

10, XPS (the express cargo offshoot of Transport Cor- 

: porati India), it was not feasible to operate rigs. “A rig hasa 

larger tt mit radius than what the current highways allow. Also, 

nost of the old highways aren't too wide. While a nine-tonner can 

ind its way through snarls by moving along the shoulder, the 

gs cannot do that.” 

There is a big opportunity for Telco in this end of the market. 

uying a truck, most fleetowners look to recover their in- 

s soon as possible. Now, it takes about five years for 
eir investment in Volvo's trucks, which are 

0 lakh-35 lakh. In contrast, Telco’s rigs are a lot 

ing around Rs 14 lakh. Ergo, the fleetowners can re- 

r their investment in just three years. The company’s efforts in 

this market are also bound to help Telco be better prepared when 
















































greater is the competitive advantage,” says Kant. With lower | 
labour costs, Telco is able to deliver the same level of complex- 
ity compared to say, Scania. 

There are five major parameters that drive truck sales — ap- 
pearance, quality, consistency, price and solutions. Paccar is to 
trucks what Harley-Davidson is to motorcycles. Known for | 
cabin and driver comfort, Paccar is bought for the brand first, 
economics later. In developed markets like Europe and the US, 
customers pay a premium for marquee names for the quality 
and consistency they guarantee. The customers do not care 
much for fuel efficiency. Unlike in India, where fuel costs ac- 
count for 55% of operating cost, it is a much smaller portion in 
developed markets. 

But the economics is very different in developing countries. 
Not only does the customer have to pay a huge financing cost 
for buying a truck, price and fuel efficiency top his order of pref- 
erence. Now, nearly all the big truck manufacturers are Ameri- 
can or European and their current designs do not focus on the 
needs of the developing markets. For instance, even Volvo's In- f 
dian product is very expensive and this is a barrier to its gaining 
volumes. So Kant has focussed on making Telco the price 
leader. Globally. This will ensure it has a strong selling plank. 
Telco and its engine partner, Cummins, are now planning to | 
chivvy up the fuel efficiency of the vehicles constantly. j 
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` tonners won't be able to compete with the better economics of- 
| fered by the rigs. in other words, most of the long-haul business 


| one year, as many as 61,500 three-wheeler goods carriers hav : 


_ fer reasonable scope for growth, but the opportunity to build 
_ marketshare quickly as well. Next, dealers will be selected and 









it steps into other emerging markets, where the same dynamics of 
road development are bound to alter the structure of the comm 
cial vehicle business. oes 
Having said that, rigs by themselves will not catalyseahub 2- 
and spoke structure. Something else is driving this — the trucking 
industry is getting rapidly organised. Running an express cargo 
service, says Prabhakar, calls for a large fleet, a nation-wide net 
work, and technical support. That constitutes an entry barrier for 
smaller outfits with much smaller fleets. In addition, their nine- 














will gravitate to the large companies, enabling them to run larger 
capacity rigs. Take XPS. It has four super-hubs — at Pune, Delhi, 
Bangalore and Paragora. Right now, it operates nine-tonners be- 
tween these. But Prabhakar is planning to ply rigs between these. 
From the super-hubs, he plans to use nine-tonnerstogodeeper 
into every state in that part of the country, And finally, for the ‘3 
shorter routes, within a city, say, he plans to use three-tonners, 
Seven-tonners, you notice, don’t feature in the new dispensatior 
As for the smaller players, they will have to attach them: 
to the larger operators and start plying within a state or twi 
cannot compete with the superior economics of a rig: Att Si 
time, by concentrating within a state, they will have faster t 
around times and escape paying taxes. Almost on cue, in th 


















been sold, which marks an increase of nearly 50% over the pre 


ous year. The churn has begun. 








But costs alone aren't likely to move customers even in 
emerging markets. Telco’s own research showed that cus- 
tomers in these markets, used to trucks made in the US and Eu~ 
rope, were willing to pay a premium for trucks with better aes- 
thetics and driver comfort. In other words, cabin (cab) design 
was an important parameter in choosing a truck. So Teleode- © 
cided to seek outside help to design the cab and engaged an ee 
Italian design company to help it build a futuristic truck cabin, 

The rest is a matter of engineering. A customer for Scania 
trucks can virtually build his own truck by selecting from a 
range of engines, gear-boxes and the number of axles he wants 
in his vehicles. The system is no different for DaimlerChrysler. 
So Telco will follow a similar model, Its engines and aggregates 
teams are working on parts that will fit without modification in 
trucks with payloads ranging from nine tonnes to 49 tonnes. 

Also, the dozen markets that Telco is targeting have been se- 
lected after careful analysis. Like India, each of them is at differ- 
ing stages of road development. Kant has identified two or 
three segments in which to compete. These should not only of- 


the product tests will commence by the end of 2004, 
Watch out for the lumbering giants on Indian roads as they 
head out to their new destinations! B 
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NIRANJAN RAJADHYAKSHA, SUPRIYA 
KURANE & VIKAS DHOOT 


UMBAI was wet and gloomy on 

the afternoon of 25 June. How- 

ever, the bleak weather could 

not blow away the sunny mood 

in trading rooms across the city. 

A wave of buying had sent the bench- 

mark Bombay Stock Exchange (BSE) 

Sensex soaring above the 3500 mark. It 

eventually closed at 3518, a level not 

seen for 15 long months. That evening, 

equity traders were chattering away with 

the transparent excitement of a child 

who had just got the new Harry Potter 
book. The magic is back in the markets. 

Or is it? The stockmarket has had 

many false starts since the spectacular 

meltdown in March 2000. The past three 

years have often seen wobbly calves be- 

ing massacred by angry bears, before 

they even had the chance to grow up into 


bulls. But this time, it could... just | 


could... be different. Foreign money is 
pouring into the bourses. Industrial 
growth has picked up smartly. Interest 
rates are plumbing new depths. Compa- 
nies are showing the benefits of hard 
years of restructuring. The monsoon has 
got off to a good start. And the bad news 
has been reduced to a trickle since the 
end of the Iraq War. “This is the early 
stage of a positive uptrend,” says Tata TD 
Mutual Fund's chief executive officer 
Ved Prakash Chaturvedi. 








Till last week, the rally had been a 
broad-based one. Just about every major 
category other than technology has par- 
ticipated in the fun: banks, cement, 
power equipment, engineering, steel, 
public sector companies and automo- 
biles. In fact, in a research report re- 
leased a few days ago, Enam Securities 
announced that a bull run is already on. 
If the run hasn't turned into a charge, it’s 
because the broader indices are being 
weighed down by technology stocks, 
which have been held hostage by the 
gravitational pull of low expectations. 

Take the technology companies out 
of the picture and you have a market that 
is soaring. Enam Securities expects this 
bull market to crest in 2004, driven by 
strong fundamentals. At the current 
earnings multiple of 12, increased prof- 
its will drive the Sensex to the 4000 mark. 
If the Indian market is rerated and the 
earnings multiple goes up to 14, the Sen- 
sex could even rise to 4750. “This is the 
beginning of a bull run,” says Manish 
Chokhani, head of research at Enam Se- 
curities, “We are slowly climbing the wall 
of worries rather than sliding down the 
wall of hope,” he adds. 

India’s stockmarket, however, has 
not been a lone ranger, blazing ahead of 
others in solitary glory. It has, in fact, 
been a latecomer to a global party. Since 
March, global stockmarkets have gone 
up by around 20%, seemingly in defi- 
ance of economic fundamentals. Stock 
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Here’s Why... 


Production has risen by 5.8% in 2002-03, compared with 
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But Is India Really Cheap? 


COUNTRY 





HISTORIC PE 






> Industrial production is rising smartly. The Index of Industrial 


2.6% in the previous year 


The monsoons have had a good opening spell. That brings 
with it hope of a recovery in agriculture 


Interest rates are now at levels not seen in decades. Investors 
could move to equities to beat inflation 


Business confidence is up as the economy is on the recovery ' 
path and bad news goes down to a trickle ' 


Corporate profits have soared because of higher revenue | 
growth. Restructuring has helped improve margins ' 


Stock prices 
across the 
board are 
rising, leading 
to a 15-month 
Sensex high 






Mexico 
India 
Brazil 
Chile 
The Philippines 
Indonesia 
Thailand 
Taiwan 
Korea 
Malaysia 
Hungary 


16.7 11.4 
12.5 10.9 
12 8.1 
23.3 16.4 
15.9 9 
6.6 8.8 
10.4 11.2 
19.4 18 
4.7 7.6 
14.8 14.6 
9.9 8.9 








prices have rallied despite anaemic eco- 


nomic growth in the major economies | 


and fears of deflation. Believe it or not, 
even dotcom and telecom stocks have 
been bubbling with energy. 

In fact, most emerging markets in the 
Asian region have given explosive re- 
turns as fund managers have moved 
money here in a desperate hunt for good 
growth stories. The strength of most 
Asian currencies has made bets in this 
region even safer. The fear that dollar re- 
turns will be hit by depreciating curren- 
cies has been banished — for now. How- 
ever, till the end of June, India had done 
nothing special as far as relative perfor- 
mance goes. 

Look at what's been happening. Pak- 
istan and Indonesia, hardly paragons of 
economic virtue, have seen their stock- 


markets rise to new highs. Till 14 June, 
India was a laggard. Its stock index had 
barely inched up by 0.1% over last June's 
level, while Indonesia's was up an awe- 
some 31%. Now the laggard is catching 
up. The decision of the US Federal Re- 
serve to cut interest rates even further — 
to levels not seen in 45 years — may lead 
to a greater surge in global liquidity and, 
consequently, stock prices in most parts 
of the world. 

Our own recent rise in stock prices is 
part of this bigger move. The big ques- 
tion: will it be able to sustain itself even if 
the global rally loses steam? That de- 
pends on a host of factors. Will the in- 
dustrial recovery mature into a boom? 
Will technology companies recover? Will 
privatisation of public sector units take 
off once again? Will the government 
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continue with economic reform when 
national elections are less than a year | 
away? And will local retail investors 
come back to Dalal Street? 

These are important questions be- 
cause the global party could be winding | 
down. (Unless the new rate cut in the US 
sustains it. It's too early to even guess.) 
Expectedly, there are already some signs 
that fatigue has set in in many parts of 
the world. Merrill Lynch's quarterly sur- | 
vey of 270 fund managers, who manage 
assets worth $561 billion, shows that | 
70% of the world’s money managers be- | 
lieve that shares are now either overval- | 
ued or fairly valued. “Fund managers see 
little value in world equity markets,” says 
Merrill Lynch chiefinvestment strategist 
David Bowers. However, 72% of these 
fund managers say that they believe that | 
shares in the Asia-Pacific region are un- | 
dervalued. The markets where they are | 
most likely to go overboard are South 
Korea, Taiwan, China and India. 


Flis Stream In 


Itis this confidence that has led to a huge 
bout of buying by foreign institutional 
investors (FIIs). Till now, FIIs have been 
the star performers in the great rally of 
2003. They have pumped in an awesome 
Rs 2,544 crore into Indian equities be- | 
tween 26 May and 25 June. Compare this 

with the fact that it took them more than 
four months — between 1 December 
2002 and 10 April 2003 — to bring in 
Rs 2,470 crore. In fact, foreign investors 
pulled out Rs 566 crore on 11 April and 
15 April, the days after the market car- | 
nage that came in the wake of Infosys 
Technologies’ results. What’s more, 
some 20 new FIls have registered to do 
business in India since December 2002. 





Taib Securities’ Desai says punters are not driving the 
rally as it is not limited to specific stocks 


| officer of Franklin Templeton Mu- 


Franklin Templeton’s Sukumar 
says the test is whether the rally 
can survive any global corrections 





The upshot: FII money is pouring 
into India with the intensity of a 
strong monsoon. 

The real issue nowis whether it 
will continue to do so in the 
months ahead. A new forecast by 
the Institute of International Fi- 
nance (IIF) offers some sobering 
facts. This widely-followed report 
says that portfolio flows into 
emerging market equities will re- 
cover from the depths they 
touched last year, but will still be 
way below the levels they touched 
in 2000. “The litmus test for the 
current rally would be whether it 
holds its ground when there is a 
correction in the global markets,” 
says R. Sukumar, chief investment 


R.A. CHANDROO 


tual Fund. 


| Buying Into The Boom | 


If foreign inflows falter or even taper off, | 
then domestic investors will have to pick 

up the baton and run. Otherwise, this | 
market will soon be gasping for breath. 
So are retail investors coming back into 
the stockmarkets? Though they have 
been singed several times in the past few | 
years by falling prices and scams, there | 
are good reasons why retail investors 

should be back in equities. Interest rates | 
are sinking by the day and could soon be | 
in negative territory (in real terms). The | 
yield on a 10-year government bond is 

already lower than the rate ofinflation. If | 
interest rates stabilise now, it will mean 

the end of the spectacular two-year bull 
run in bonds. Smart | 
investors will have to 
start looking else- 








where to make their 
money perform. Eq- 
uities could be the 
best bet now. | 

The resounding | 
success of the Maruti 
IPO is one clear indi- 
cator that retail in- 
vestors could be look- 
ing at investing in 
equities once again. 
“There has been a 





change in the | 
investment land- | 
scape in India | 


because of falling in- | 
terest rates and the 
end of assured re- 
turns. This has led to | 








more investors taking exposure to equi- 
ties,” says Templeton’s Sukumar. Other 
market participants also agree that retail 
investors are trooping in once again. 
“Retail money is slowly trickling in,” says 
Chandan Desai, head of marketing at 
Taib Securities. 

But it’s still only a trickle, if you take a 
look at the data on savings released by 
the Reserve Bank of India (RBI) every 
year. Households are still running scared 
of investing in stocks, but a bull market 
could still be an irresistible magnet for 
the middle class. Take a look at some in- 
stances over the past 10 years. In 1993-94 
and 1994-95, after the post-scam rallies, 
ordinary investors deluged the market 
with their money. They invested 
Rs 10,067 crore in 1993-94 and Rs 13,473 
crore in 1994-95. 

The flow tapered off later, but in- 
creased dramatically in 1999-2000, the 
year of the tech boom. Household in- 
vestments in equities shot up to 
Rs 15,234 crore. Such investments are 
now at half that number. If middle-class 
investors lose their fear of equities and 
come back with their old enthusiasm, it 
could mean that some Rs 8,000 crore of 
extra money will come in search of 
shares to buy. A hypothetical question: if 
Rs 2,500 crore of foreign money could 
take the stockmarket up by 20% in a 
month, what would the effect of Rs 8,000 
crore be? 

That's perhaps wishful thinking. But 
there is no doubt that some retail money 
is coming back once again. Dhirendra 
Kumar, head of Value Research, a firm 
that tracks mutual funds, says that a be- 
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ginning has been made. “Outflows from 
mutual funds have now been stemmed. 
In fact, there have been some inflows in 
recent weeks,” he says. 

Kumar estimates that some Rs 200 
crore of fresh investments came into eq- 
uity funds in the month of May; most of 
these were from ordinary retail investors 
and high net worth individuals (HNI). 
“Retail participation always picks up at 
the later stage ofa rally, however, some of 
the more sophisticated HNIs have al- 
ready started investing in the stock mar- 
ket,” says Sharad Shukla, head of invest- 


ment advisory and portfolio 
management services at brokerage 
house ILFS Investmart. 


That should not be surprising. Fi- 
nancial advisors are actively asking their 
clients to shift money into equities. Most 
of those we met were doing so. Says 
Pradeep Dokania, head of the private 
client group at DSP Merrill Lynch: “HNI 
interest in equities has picked up in the 
last three months or so. We do see a 
marked interest in equity funds and di- 
rect stock investing.” 

At advisory house Parag Parikh Fi- 
nancial Advisory Services, CEO Nimish 
Shah has asked his clients to switch their 
allocations between equity and debt 
from 20:80 — some have consequently 
changed it to levels as high as 80:20. In 
fact, even as we spoke to Rohit Sarin, | 
partner in Client Associates Private 
Wealth Management, he got two calls | 
from clients wondering whether they | 
should invest more of their money in eq- | 
uities. “Markets work on sentiments and | 
right now the sentiment is positive. If | 
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HOW MUCH WILL INDIA ATTRACT? 
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in equity. These capital flows should be 
around $6.3 billion, far higher than the 
net outflow of $3.2 billion in 2002, but 
still not exactly a deluge. According to 
the IIF, portfolio investment in Asia is 
expected to increase by $2.2 billion 
(compared with about $22 billion in 
2000). Let's see how much of this 
comes into India. 


there is no negative news, then this rally 


| can continue till the end of the year,” 


he predicts. 


HE most starry-eyed optimists have a simple explanation for why share | 
prices will continue to rise for the rest of this year. Low equity prices and a 
strong rupee will help suck in millions of dollars from global portfolio in- 
vestors. Is there any reason to doubt the story? 

Yes, there is. The Institute of International Finance (IIF) in New York tracks the 
flow of money around the world. In its latest report, released on 15 May, the IIF 
says foreign capital flows in 2003 will be distinctly stronger than what they were 
in 2002. It seems like good news, till you take a closer look at the numbers. 

First, an improvement over 2002 is no big deal; that year was the annus hor- 
ribilis as far as international capital flows were concerned. The $110-billion that 
flowed across borders that year was the lowest in 10 years. So the expected in- 
crease in 2003 — to $139 billion — is not going to set trading screens on fire. 

This $139-billion includes not just portfolio equity investments, but also for- 
eign direct investments, commercial credit, official flows and the like. What our 
punters should be most concerned with is the forecast for portfolio investments 


There is no doubt that the bullish- | 


ness in the Indian stockmarket is not 
without reason. This does not seem to be 
merely a case of some punters going 
wild. After three long years, there 
is excitement once again at Dalal 
Street. It seems like a good time to 


lessly. So here are three warnings. 


Cautionary Notes 


E The stockmarket rally is merely 
part of an overall rise in emerging 
market equities. A month ago, In- 


parts of Asia. This is no longer the 
case. “Valuations were very attrac- 
tive a few months back. Now, there 
are far fewer scrips available be- 
low their intrinsic value. There are 
still attractive opportunities, but 
the margin of safety is no longer 
there,” says Chetan Parikh, a re- 
spected equity investor and head 


says investors’ interest in equity 
funds has gone up 20% recently 





jump into the fray, but not care- | 


dian equities looked very cheap in | 
comparison with those in other | 


Tata TD Mutual Fund’s Chaturvedi | 














Asia On The Rise 
PORTFOLIO 
Region INVESTMENT FLOWS 
Europe 1.2 08 
Asia-Pacific 2.0 4.2 
Africa/Middle East -0.9 4.2 
Latin America -3.0 0.1 





of Jeetay Investments. 

E It is the FIIs that have sparked off and 
sustained this rally till now. However, 
new research on global capital flows and 
surveys of fund managers show that in- 
flows could well start tapering off in the 
months ahead. There is ample liquidity 
in the domestic system as well, but 
scam-scarred investors are still wary of 
equities. And they will need to come 
back if the rally has to be sustained be- 
yond a few months. Will they? 

E India’s business fundamentals are im- 
proving by the day. However, econo- 
mists are still not certain whether gross 
domestic product (GDP) growth this 
year will go above 6%. And even the im- 
provement in corporate performance is 
not without its problems. In a research 
report released in early June, Ridham 
Desai and Nimit Tanna of Morgan Stan- 
ley put their fingers on two problem ar- 
eas. One, fewer companies are con- 
tributing to revenue growth. Two, 
EBITDA margins are coming under 
some strain, although falling interest 
rates have, so far, managed to protect 
corporate bottomlines. 

Is all this unnecessary pessimism? 
Perhaps, but it’s always better to be care- 
ful before stepping into the jungle called 
Dalal Street. a 
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On July 15, 1998, when we launched India's first personal finance magazi 
we had only a vision to support us. The vision was to assist the Indian householder as 
embraced the modern financial sector and help him get rid of his fear of finance 
Today, as we complete five years of Outlook Money, we note with great pric 


that we have nourished the financial aspirations of over 100,000 households, fortnig 
after fortnight. 


We get a sense of fulfilment when we say that we have assisted individuals in taking 

important financial decisions be it in investing, spending or borrowing wit 
articles that have been timely, insightful, unbiased - backed by the rigorous 
research which the analysts and journalists of Outlook Money produce. 


xebecindia.com í 


Today, when we travel back in time, we also do so with humility, 
when we see the great journeys still to be undertaken, the grea 
population still to be serviced. Our vision remains the 
same. To make Outlook Money the last word o 
personal finance. And the first choice of every 
household. 
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YOU CAN THINK BIG WITH IT! 








F you've been around someone who's bought one of 
those camera-fitted mobile phones, you'll know that it’s 
usually too late to say cheese. All this month, I’ve been 
decreasing my popularity ratings by sneaking up on 
people with a camera phone and going ‘click’ when they 
least expect it. Even if they're doing nothing in particular, 
each picture has that ‘caught unawares’ feel to it. It’s funny 
to the one taking the pictures. I could have downgraded my 
popularity a bit further by emailing the victims their photos, 
but I took pity on them and stopped short of doing that. 

But smile and get used to it. Cellphone cameras are here 
to stay for the foreseeable future. The price of the expensive 

| True-il bought (for being the only phone around with a bril- 

liant TFT display) less than a year ago would now get me a 

_ phone that can make video recordings. Not only are camera 
phones becoming more affordable, but so is MMS. Right 
now, it is more or less free — until you get to love it. The cel- 
lular service providers are gearing up, more phones are get- 
ting interoperable, and sending pictures on the go is be- 
coming a reality. Even if you don't send pictures to someone 
else on airtime, there’s a lot else you can do with them. Send 
them to your laptop, PDA or PC via infrared or Bluetooth. 
You can also send them to compatible phones within line of 
sight. What's more, you can assign pictures to callers and 
generally enjoy them. 

Activating MMS on your phone is fairly painless. Hutch 
subscribers need to get their GPRS service activated at a flat 
fee of Rs 99 a month. A couple of SMS messages do the trick. 
Airtel’s MMS and GPRS are separate activations. GPRS costs 
Rs 600 a month, but MMS is free. To activate MMS on the 
phone, you need to download a few settings, and that’s easy 

as well. But choosing the right phone — 


Nokia 3650: now that's tough. First, it is hard to decide 
Make video whatyou really want. And then your budget 
clips with it 


will probably decide whether you are get- 
ting a phone with a camera or without one 
(i.e. one that is just enabled to receive pic- 
tures). Most phones with cameras will 
cost more than Rs 24,000. There are also 
phones that let you add a camera attach- 
ment like the Sony Ericsson T68i, T300, 
T310 and T600, and Siemens’ S55. 
These phones are lighter when not at- 
tached with the camera — but then 
taking a picture isn’t spontaneous. 
What you must look for in an MMS 
phone are the colours. MMS 
phones usually come with a colour 
screen — take your pick from 256-, 
4,096- or 65,000-colour displays. Of 
course, the more the colours, the 
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more battery they gobble up. 
Display: Display sizes range from 
96x46 pixels to as much as 176x208. 
Memory: MMS phones come with 
internal memory that ranges from a 
few kilobytes to 5-6Mb. Some, like the 
Nokia 3650, also come with an exter- 
nal memory card. 

Downloadables: You can download 
add-ons like image editors and pro- 
grams that let you take video from 
still camera phones. Check the 
phone's website to see if it has any in- 
teresting software at all. 

Images: Phone cameras typically use a 


CMOS image sensor rather than a Samsung V200: 
CCD. The pictures aren't as good, butit The rotating 
brings the cost down, and uses less camera phone 


power. Secondly, to give you space for 
more pictures, picture files sizes (the images are normally 
saved in compressed JPEG format) have to be kept down. 
The maximum image size you'd get is 640x480 pixels, but 
normally it’s just 352x288 or even 132x176. 
Zoom: The size and position of the camera on a phone re- 
strict it from having any optical zoom, but there are some 
models, like the Samsung V200, that have a digital zoom. 
Built-in flash: Cameras in phones aren't too great with low- 
light pictures, so a flash, however weak, helps. So far, only 
Sony Ericsson's forthcoming T610 sports one. 

There are 7-8 camera phone models in India right now 
— legally. The Nokia models are quite popular. There's the 
3650 for Rs 23,399 which not only takes pretty good quality 
pictures, but also lets you download an add-on that turns it 
into a video phone for small fun clips. The first Nokia cam- 
era phone, the 7650, is still very popular and costs Rs 26,999. 
It looks macho and takes higher resolution pictures. There's 
the chic 7250 for Rs 26,299. People look at the Sony Ericsson 
P800 as more than just a camera. It is a PDA phone with lots 
of rich features for Rs 39,995. Sony Ericsson also has its sep- 
arate ComuniCam camera attachment for Rs 7,500 which 
works with several of its phones. Then there's the V200, 
Samsung's rotating camera phone — not very good pictures 
but very cool looking if you are into clamshell. The camera's 
placed on the hinge of the phone and can be swivelled 
around to take self-portrait. It also has a great display 
though it’s otherwise quite basic at Rs 28,999. Panasonic's 
GD88 is another option. This lets you frame yourself in a lit- 
tle mirror on the front flap to take your own picture. 





Mala Bhargava is with Cyber Media (India) and edits Living Digital. 
You can email her at malab@cmil.com. 
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Whi ch company Makes the SUV Hummer? 
‘(a) ram. (b) General Motors (c) DaimlerChrysler (d) Ford Motor 


Who is the author of the book Sack the CEO? 
(a) Ram Charan (b) Jeetendra Jain (c) Arindam Chaudhuri (d) Gurucharan Das 


Which company has launched a robotic vacuum cleaner called Trilobite? 
(a) Samsung (b) Electrolux (c) General Electric td) Thomson 
: Which of the following brands is not from Dabur? 
(a) Pudin Hara (b) Lal Dant a (c) Vatika (d) Kesri Jeevan 


aes watch brand tage Heuer’s first television campaign in almost a decade stars which sports 
celebrity? 


(a) Andre au (b) ee Woods (c) David Beckham (d) Venus Williams 


Which company owns the mosquito ratsllentb brand Allout? 
(a) Karamchand aa (b) Reckitt Benckiser (c) Anchor Health (d) Marico 


What is the parent country of the cosmetics giant Natura? 
(a) pain, (b) Brazil (c) Mexico (d) USA 


"Which company had launched the Promise toothpaste in 19789 
(a) Hindustan Ciba pen (b) Hindustan Lever (c) Procter & Gamble (d) Balsara 


| g “Who won the Best Indian a award at the dusifiasewiortd dealin! institute of Design Design 
Excellence Awards 2003? 


_ fa) ena Chhabria (b) Michael Foley (c) Neil Foley (d) Satish Gokhale 


10." Who is CEO of Bayer India? 
(a) Dieter Cambeck (b) Cetin Kurt (c) J. Schubert (d) Manfred Schneider 








The first contestant to give all the 
nif your answers online a 
ssworld issue dated 28 July 20 


Pick the read you neet 


Subscribe to Businessworid at www fistandsecond. com: 


and pick a free gift* of your choice from a staggering | 
collection of 1 milllon books and 3 lakh music albums 


WHAT'S STOPPING YOU? 





Log onto www.fistandsecenc.com for more detalis 





H Answers to AMITY BIZQUIZ # 90 


/° 4. Which TV channel has launched its own brand of fragrances? MTV 
. Who is the president of the Confederation of Indian Industry? Anand Mahindra 
. Which Bollywood actor owns a water-sports complex named H20? Sunil Shetty 
. Which two-wheeler claims to be ‘The College Bike’? Bajaj Spirit 
. Which company has launched a new line of shirts called John Players? ITG 


. ifan insurance company ties up with a financial company to provide cheaper rates for a package of products of both companies, 
what is the initiative called? Bundling 


7. in which city did Indian Railways recently introduce home delivery of tickets, which are booked online? Agra 
8", What will Himalaya Drug Company's new retail stores be called? Himalaya Herbai Healthcare 

9*, Which Chinese trader set up the Star TV network? Li Ka Shing 

10° Which is the world’s largest maker of semiconductors? Intel 


Winners of AMITY BIZQUIZ # 89 


4, Radhika Raman, Delhi 2. Sonal Sapre, Chennai 3. Krupesh D. Thakkar, Mumbai 4. Vidhu, Chandigarh 5. Ambuj Kumar, Chapra 8. Gaurav Gupta, Noida 
7. Viju, Madurai &. Ramya, Mumbai 9. $. Anand Kumar, Coimbatore 40. Rajendra Simha, Mysore 


Start with Rs.1000 from us. 


oS www. firstandsecond.com 
og on to Firstandsecond.com for one of the largest collection of books India's biggest book stop 


the world, Lucky 10 winners of the Bizquiz, get an accelerated delivery M: "ats, Sector Ren, DLF Prase t Gurgaon 


f gift voucher worth Rs. 1000. G83, Sector:18, Noida 


es ye Form (Amity BI IZQUIZ # 98) 

Mr JMS: eRe res 

Designation/Occupation:. ee _ Address: _ 

Telephone: {O} 22 : OR ni : 5 

Do You Subscribe to: Businesiwar id o Business Today o Business Indio g india Today TF Outlook al “The. “Week Oo 
; Please send me more information onAmity 


fasiars ‘(Tick one) Paes ern 
; 2. > . a A F i s a Submit your answers online at 
jz fa) = : i www amiy edu/bq 
f : or mail your responses to: 
AMITY BIZQUIZ.# 93 j 
AKC House, E-27, Defence Colony i 
New Delhi-1 10024 : 


m Thi contest is open to all indion citizens except employees (and their relatives) of a RBEF and ABP Pvt. Lid. $ Businessworld will T be sais for any postal delays, ossesin transit, or mutilation 
of entry forms, All entries willbe treated as the pro} peri of Businessworld S Businessworld reserves the right fo terminate orextend the contest at any time, ot fo accept or reject entries at its absolute discretion 
without assigning any reason for the same W Gilt will be sent to the winners, be will be individually intimated, through registered poeri ie — regarding ihi contest willvest 
_oxclusively with the competent and foraof Kolkata only Wi Incomplete forms will not he cepted : 
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UVRAT Naik was determined to convince his vice- 
president (HR), Vidur Goyal, to have a discussion 
with Teffer's corporate affairs head Krishna Khera 
(KK) about introducing spirituality into HR training 
processes. More so now that the organisation survey 
results (OSRs) had stirred up a lot of anxiety at Teffer. 
Last week, Suvrat had a discussion with KK on the po- 
tential of bringing some ‘soul’ into Teffer’s HR 
processes. Suvrat’s own feelings had been whipped up after he 
attended a workshop with KK’s Swamiji. What had started out 
of a sense of desperation now became the focal point for Su- 
vrat. But KK wasn't sure that it would be easy to convince Vidur. 

To be fair, Vidur had an open mind when it came to new 
methods in HR. Last week, when he had tried to join KK and Su- 
vrat in their discussions on spirituality, he had almost laughed 
off the whole thing as being ‘esoteric’. But Suvrat was his blue- 
eyed boy, and Vidur, perhaps to humour him, agreed when he 
said: “At least, give the topic a patient hearing.” And Vidur 
agreed: “Fair enough, I will give KK a chance, but only ona Sun- 
day afternoon. I cannot waste office time on this.” 

When they met, Vidur was very involved in the discussion: 
he did not attempt humour or argue. His time was precious, so 
he was either going to find meaning, or set to rest a pointless 
theory. He said: “As I see it, there are practices which suggest 
that spirituality must be brought into the workplace to embody 
the blessings of the divine,” adding, “But management is about 
everything else!” 

And thus the discussion went on: 

KK: “Okay, we will see if the two link up, but later on. Let me 
start with the OSRs. It reveals a certain state of unhappiness. 
And if people are unhappy, they cannot be productive.” | 

Vidur: “No, Lam saying you must resolve your unhappiness. 
Whether you are happy or unhappy, work has to be done!” © 

KK: “Okay, we will stay with that. But the fact is that they en- 
tertain many contradictory feelings which have led to what we 
saw in the OSRs. But first, let us examine what their role at Tef- 
feris. To work towards our goals; and our goals are derived from 
our mission and our mission from our vision. Now, what is our 
vision? To make the goods the consumers want, at a price 





MAGAZINE OF THE NEW ECONOMY r 45 \ BUSINESSWORLD 7 JULY 2003 





which they can afford. Plus, the goods must be ofa high quality. 
Atthe end of that, we must have some profits to justify continu- 
ing this mission. Now, like us, there are five other companies 
with a similar vision, mission and goals, travelling on the same 
path. Let us also say that the consumer set is 500- people strong. 
“Now each of these five companies want all 500 for itself. 
Each consumer gives a profit of Rs 5; so each company tries to 
get a bigger share of consumers to maximise profits. Now this is 
where trouble begins. The vision has blurred. The mission is 
- still visible, but earnings have come from Place Five to Place 
One. Now you start looking at the other things you can do to in- 
+ crease profits. You can reduce costs. To do that, you have to ei- 
ther buy cheap, or pay lower margins to the middleman. 
“Funnily, the others are doing exactly that. Now you get 
anxious. Despite all efforts, some consumers are buying from 
the other four companies. So you say: ‘Let us look at what these 
- four are doing and we will show that what we are doing is bet- 
= ter’ Even this is okay, but you find that even then, not all the 
consumers come to you. Desperation leads to anger. You say: 
‘Let us rubbish the other four.’ Meanwhile, your mission is re- 
placed with a new one — rubbish competition. 











etc. On that day, we decided what to make, how much and 
-IW at what cost, how to transport it and how to keep costs low. 
12 Your five managers store this data which will help realise the 
mission. There is a correlation between the goal and the 
: means. Then suddenly, the data changes. New data comes in; 
“data about competition and how they rubbished you. This is 
starkly different from the original data as far as achieving the 
mission is concerned. There is confusion in the minds of the 
five managers. From producing the best and serving con- 
sumers, the focus now shifts to higher profits and rubbishing 
competition. The mind has opened a new window: ‘Rival Man- 
agement’. The original window — ‘Serving Consumers’ -— 
moves out of the vision. Now we have a polluted ‘mind field’. 
Pollution causes confusion. The brain acts according to the op- 
= a erating system (OS) you use. But recently, you overwrote your 
‘service’ OS with the ‘compete’ OS. The brain short-circuits. 
“Now take the five managers. They started life saying we will 
serve consumers. Recently, you told them: ‘Hold on. First rub- 
bish competition; that is high priority.’ So these five get busy 
with that. But their efforts are not working for sales. You get an- 
noyed and appraise them as inefficient and slow. The man- 
agers are confused. ‘How can you say that? We designed a won- 
derful soap, car or shoe!’ You shout: ‘The consumer is not 
buying, so what use is your soap?’ The manager says: ‘You told 


Nee let us go back to the day we spelt our vision, mission, 











we can replicate. The manager does that. By then, C is selling 
more. You say: ‘Look how inefficient you are, C is doing better!’ 
i “The manager gets confused. Many questions rage in his 
< mind. ‘What should I do? Make wonderful soap? Find out why 
Bis selling more? Stop C from doing better? But didn't we say, 
‘Serve the consumer’? Now my boss says I am no good. He has 
lowered my increments. My family doesn't get my time because 
Iam busy chasing B, C and D. And now there is E and F too!” 

Vidur: “So? Spirituality? Will that increase my sales?” 

KK: “How your mind is will influence how you respond to 
the external world. How you receive data, store it, sort it or use 
it. If your mind is confused, what you deliver from such a state 
will also be fragmented and sub-optimal. With so much going 
on in his mind, how is a manager to respond to all this stimuli?” 

Vidur: “After all, that is his job, KK. He is being paid to ‘man- 
age’ and that includes managing his whole environment, in- 











- me to produce, | did. You told me to sell, | did; but whatam Ito | 
_do if some are buying B's soap?’ You say: “Examine B and see if | 
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| lationship management 


| human role in processes.” 


cluding competition and warfare.” 

KK: “Hmmm... then where does that place your original 
mission? Our mission is to serve the consumer. | agree when 
you say we have to be the best. But ‘best’ is not merely profit or 
leadership. It means being the kind of company that makes us 
as well as others proud of us! It derives from a mission that the 
way we conduct our business should lead to a better life for 
those we serve and those who work to serve them. But the way 
we are managing our mission, makes it seem as if we are fo- 
cussing on wealth maximisation. How then can 1,000 employ- 
ees be excited with such a mission?” 

Vidur: “Then what do you want them to be excited about?” 

KK: “Excitement is not a state to be achieved. Peace and 
non-confusion is what we need for them so that the mind picks 
out the right information needed to deliver the mission. But is 
there a congruence between our intentions and the 
outcomes? No, and that is what the OSRs say; 
and the reason is the organisation inten- 
tions/values and individual 
intention/values are not in sync. We 
have created a chaotic environment 
and we hire people to manage the 
chaos. Now the OSRs show more 
chaos in feelings. So now, we 
will hire a consultant to 
group the feelings into 
‘manageable’ lots; we will 
dump the unmanageable 
ones. And why will it be 
unmanageable? Because 
it is at dissonance with 
what we know can be 
managed, with what we 
are trained to manage! 
For example, we have re- 






























workshops. These help 
people ‘fix’ relationships. 
But have they been able to 
change traditional behav- 
iours? So we use the same old 

techniques — appraisals, sys- 
tems, training, honing — all of 
which have to do with the organi- 
sation, not the individual. There has 
to be a different way to approach the 


Vidur: “Good. But do we know what that 
is? Or should I tell them: ‘There could be another 
way, I don’t know what it is. But meanwhile, let us dis- 
agree and argue till we find it’, yes?” 

KK: “l agree that this is a difficult message to convey, but be- 
lieve me, it is honest. At least it admits that the current way is no 
good. Let me ask you Vidur — you are 52. After 29 years of deal- 
ing with your career and life, do you think you have achieved or 
have come close to achieving what you had set out to? Ina 
broad sense, at 24, you set out to find a good job and earn 
enough to keep a family. I think you achieved that by 30. But do 
you think you have gone as far as you are capable of going? And 
| am not just talking of HR. Yes, you struggled, fought, and 


| slaved to climb every rung of the ladder. But at each step the 


rules kept changing, didn't they? At 60, will there be no more 
rungs to climb or does that age mean that your time's up? 
Worse, what happens when there are no more rungs to climb? 


| Will you discover in this lifetime what else you are capable of? 
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art of climbing’ your purpose. But can you do what you think 
you don’t know how to do? 

“When Gandhiji decided to give up his career and work for 
India’s freedom, did he know how to do it? Or when Abraham 
from the Gospel was asked to abandon the land of his fathers 
and go out into the world, did he know what was in store for 
him or where to go? But they succeeded because they believed 
they could and they would. They were both willing to set aside 
what they knew to discover what they did not.” 


`- Vidur: “I don’t understand this. How is bringing spirituality | 


into the workplace connected to all this? All that you are saying 
is fine, but where is the connection?” 
KK: “You don't have to ‘bring’ spirituality into the work- 
place, Vidur. It is already there; you only need to allow it ex- 
pression. But by strangling all expression and effort 





















tion, we have created a toxic environment. 


social survival. They are not living.” 
Vidur: “Stop scaring me! Should 


pany?” 


that means. It means shed- 
ding the corporate ego at a 
macro level and, thus, al- 
lowing people to shed 
their individual egos. The 
moment the ego is gone, 
you are no longer work- 
ing for income or profits 
or image or glory or 
leadership, but you are 
working against your 
ego, against your short- 
comings, 
them, then discovering 
excellence and striving for 
it. When you have the free- 
dom to experience your expe- 
riences, then you also exercise 
your freedom to create good ex- 
periences for customers, suppli- 
ers, coworkers, family, etc. Our 


ues in sync with organisational values’. 


the individual's values are? And where are you going 


to look for it? Values lie deep inside our psyches. They drive | 


our behaviour, choices and responses. Isn't that why our ads 


say: ‘Our coconut oil is the purest, most natural’? We knowccon- | 


sumers choose the purest, because of their values. 

“What are the OSRs saying? They are saying: ‘Here I do not 
get what I want.’ Employees harbour internal values like free- 
dom, opportunity and challenge; these impact their external 
values/behaviour like acceptance, friendship, harmony, loyalty 
in their relationships with others and Teffer, while for an organ- 
isation, it is perseverance, tolerance, adaptability, creativity 
and resilience. In short, what people experience as values in- 
side are not the values they can use to deliver Teffer's goals. 

“People are asking for a meaning, i.e., make my-role here 
meaningful. What does it mean? Not just survival, but ‘is what I 
am doing making a difference?’ And it will be meaningful if they 
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and restricting it to survival and profit genera- | 


So people are all working at physical and | 


we become a spiritual com- | 


KK: “You must know what | 


accepting | 


mantra has been ‘bring individual val- | 


We demand that employees buy into Teffer’s | 
values. Is that possible without knowing what | 


ASE STUDY § 


What I mean is, ‘lifetime’ has become Teffer; and you made ‘the | 











are making a difference to society, to consumers.” 

Vidur: “And where does Teffer and its mission come in?” 

KK: “In showing that it is founded on moral principles. By 
showing how every employee's role fits into the larger context 
of society. Which also means that when I walk into the office, do 
I bring my soul in or leave it in the parking lot? 

“We have not paid attention to the way the world has 
evolved. From a time when people were seen as an extension of 
machines, we graduated to ‘befriending’ the employee. Soa bit 
of wah-wahs would make a man more productive, The 1980s) 
showed that workers and managers are not just bodies, But. 
people with minds. If people were only profit-driven, why: 
would they express revulsion over Harshad Mehta, over Enron, - 
over a beloved actor who was involved in a hit-and-run case, 
the various scams? If wealth is what they worshipped, wouldn't 
they laud these acts of the wealthy? 

“So from bady to brain to mind, we are today faced with 
people who are saying engage my heart, my mind. Make my life 
here meaningful. That is what they mean by challenge. Itis less 
about satisfaction; more about fulfillment. People want tò 
make a difference. So they seek ‘purpose’. That purpose has lit. 
tle to do with topline or bottomline growth.” 

Vidur: “So people are dissatisfied. Will spirituality help re- 
move that?” 

KK: “Why remove that? Let it be there. Without dissatisfac: 
tion, people will regress into mediocrity. People want challenge 
because it causes dissatisfaction with their evolution and they 
recognise that that is what will cut the road for excellence. But 
we try and remove the manifested dissatisfaction with salary 
increases. But their dissatisfaction is not with the money! _ 
Salary is a requirement and a requirement cannot be a pure 
pose. Isn't that what we say about performance objectives, that . 
what you are required to do cannot be your objective? That ob- 
jectives go beyond requirement? 


































ness and express it. If we don't believe in ours and everyone 

else's uniqueness, there will be no reason to do anything or 
change anything, because it means ‘it.does not make any di 
ference’ The ‘it’ in that phrase is T. Transferred epithet!” 

Vidur: “All this is very well, KK; if one has the time for such 
pursuits, maybe one will gain! But Lam heading the HR fune- 
tion of a Rs 3,200-crore company. Look at it from my perspec- 
tive. How am | or anyone else for that matter, who is committed 
to a function, to a designation that comes with responsibility... 
how can such a person give allegiance to viewing the goings-on 
at Teffer from outside the business context, like spirituality?” 

KK: “What you see as ‘outside’ the business context is nots 
that's my point! That, too, is your context. Rather I'd say, there is 
no ‘business’ context; there is a social context within which a 
business operates. If there is no society, there need be no btisi- 
ness. That is the primary awareness you need to attend to. In 
such a context, you have partnered people from society to 
manage the business. Such people are now crying that thisis. . 
not enough and is not fulfilling for them as individuals. They . 
are becoming aware, conscious of their larger role in life.” 

Vidur: “What do you mean by ‘aware’ and conscious’? 
These are highly misused words intended to zap the listener!” 

KK: “To be conscious or aware is a search for meaning be- 
yond the visible, the ordinary because what is apparent is not 
satisfying or justifying one’s effort. So employees are searching 
for a higher purpose that goes beyond ‘working to produce 
saleable goods’ The OSRs are saying: ‘Is my 12-hour workday 
only about producing and selling and accounting for it? Am | 
devoting 50% of my day to something so mundane? Is that the 


F VERYONE is unique and they want to discover their uniques : 
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reason for the existence of.a Rs 3,000-crore company?’ The 
OSRs show a clearing of the fog created by pursuits like topline 
or bottomline growth and leadership. Something is triggering 
an awareness that there is something else to be actualised or 
pursued, That there has to be more to all this. Now they want to 
go towards it, which they can if their environment was equally 
enlightened. But their environment, i.e., Teffer has not attained 
that consciousness. Hence there is a dissonance, as people feel 
tied to Teffer's limited awareness, as what they wish to pursue is 
not what the organisation wishes to pursue. In short, they are 
unable to live a life that is not consistent with their awareness. 
They are unable to actualise their awareness.” 

Vidur: “So how do we create this conscious organisation?” 

KK: “By willing to walk your talk. That is when you manifest 
self-respect both for yourself, the organisation as an entity and 
for those who work here.” 

Vidur: “I am not clear. Does that mean | am doing some- 
thing wrong or immoral?” 


about all of us collectively who invest our time at Teffer. It’s 

about knowing something to be supremely good, be willing 
to live for it, work for it and actualise it, Take Gandhi again. He 
knew it was supremely good to free India and he took a stand 
towards it, with conviction. Like someone said, consciousness 
creates such a pain that you cannot tolerate being uncon- 
scious, Here we have people saying they are unable to work 
with conviction. It could be the conflicting demands we make 
on them, conflicting messages we send them about our inten- 
tion, our conflicting approach to our mission or even simply, 
our ‘walk’ conflicting with the ‘talk’ of our stated mission. 

“What that means is, Teffer is not connecting to people's 
awareness. And we like to believe it is the other way round!” 

Vidur: “So what is HR supposed to do?” 

KK: “Encourage awareness; permit it; continually examine 
processes and steer them towards responsible behaviour; ex- 
amine what act or intention of our culture is not conscious of 
our mission and clean up that area. The OSRs are telling you 
Teffer is contaminated with conflict and employees are saying: 
‘Stop pretending that it is not so!” 

Vidur: “So Teffer is encouraging corruptive behaviour?” 

KK: “Not consciously, but by default. I mean, when we are 
faced with sub-optimal behaviour, say, dysfunctional behav- 
iour and situations, our response is knee-jerk and reactive. You 
need to zero-base thinking on every dysfunctional manifesta- 
tion — even if others in the industry accept it— because it con- 
tains people and HR is about people. As you do so, you will be 
sending signals for individuals to do the same. Gradually old 
habits and customs will be questioned, examined and purged. 

“Then people will feel ‘permitted’ to encourage their aware- 
ness. That will encourage them to break the barriers to any- 
thing unhealthy and better still, convert unhealthy relation- 
ships with coworkers, suppliers and customers into healthy 
ones. No more will they feel the need to feed ego, put on an im- 
age, control or corner power or deny their shortcomings. They 
will be more open to correction, because they are now encour- 
aged towards all things 100%. But if you build barriers that in- 
hibit consciousness, it will stay away from you. Whereas if you 
declare that all things can be bettered, improved, optimised 
and changed, it only requires each of us to discover the change; 
automatically everyone will assume responsibility for it.” . 

Vidur: “So what has spirituality to do with all this?” 

KK: “This is spirituality.” a 


You can email Meera Seth at casestudymeera@yahoo.com 


K K: “No, And it is not about you or anyone in particular. It's 
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times about a ‘values-based organi- 
sation’, and yet so little is understood 
about the implications for individuals 
and for the continuing success of organ- 
isations. In today’s turbulent times, and 
the material slant to the definition of 
success, the search for congruence be- 
tween individual and organisation goals 
has assumed paramount importance. 
‘Living’ an organisation's values is 
not easy because survival in the market- 
place is tough. It is easy for business 
leaders focussed on succeeding, to have 
temporary amnesia about consistently 
upholding organisational values. Yet, it 
is these very values that bring about a 
sense of identity with the organisation. 
People suffer when they see that leaders 
are not ‘walking the talk’, they lose confi- 
dence in the organisation and the lead- 
ers, and this leads to poor performance. 
The discussion between KK and 
Vidur is enlightening. The breakdown in 
connectivity begins when the leaders 
say: “You are paid to manage” and adap- 
tability is key. But, what is this adaptabil- 
ity and what exactly is a person paid to 
do. Great companies look at adaptability 


6: much has been said in recent 





as a way to constantly innovate. They en- 
able this by keeping the organisational 
values constant. Great companies 


would say face reality and tell the story | 


as it is. They encourage people to speak 
their minds, talk about the difficulties 
they face and create processes to gener- 
ate solutions. They institutionalise the 
communication process by listening, 
learning and helping each other. The fo- 
cus is on changing tactics and not strat- 
egy. People know that the goalposts are 
not changing; only the techniques are. 
Great companies hire people who 
share the organisation's values. These 
values form the basis on which the rela- 
tionship is established. As the relation- 
ship deepens, a sense of identity is built 
in the knowledge that so long as values 
are in sync, performance swings can be 
managed. When this operating basis 
changes, a conflict arises. With that con- 
flict comes the fight or flight response. 
People who are unable to adapt leave. 
Others take refuge in bureaucracy, sup- 
pressing reality and they build walls 
around their functions and begin the 
slow but sure breakdown in the organi- 





satisfied with one's job. By creating a pla- 
tform for sharing, Teffer will be able to 
understand the cause of the dissatisfac- 
tion and can design ways to address it. 
Spiritual leaders help ‘transform 
souls’. They are probably not adept at 
understanding organisations and how 
they work. But they are fantastic at un- 
leashing inner congruence. They help 
people understand the link between 
work and the pursuit of true happiness. 
They help people cope with the ups and 
downs of everyday life through their in- 
ner reserves. They enable them to rede- 
fine success in line with inner growth 
and equanimity while striving to success 
in the material world. Perhaps Swamiji 
will unleash this understanding to en- 
able Teffer to connect with the people 
and rekindle a spirit of oneness and in- 
volvement. This realisation can help the 
people understand that all happiness 
doesn't come from the workplace alone, 
and that they need to explore them- 
selves further to unleash their-potential, 
There is a strong link between the or- 
ganisation and the individuals in it. For 
many people in the corporate world, 





sation’s culture. When leadership con- 
dones these behaviours for short-term 
gains, confusion abounds and perfor- 
mance deteriorates. Employees then try 
and communicate this dissatisfaction. 
Teffer needs to provide a platform for 
people to express and, perhaps, even 
make sense of this confusion. At this 
point, people might ‘reject’ the more tra- 
ditional approaches to problem-solving. 
Team-building workshops and conflict 
management programmes are unlikely 
to make the cut. People are likely to wel- 
come an opportunity to look at them- 
selves and the organisation from a dif- 


ferent perspective. Perhaps Teffer must 


take a fresh look at its values, vision and 


mission. An open debate with people | 


will help rebuild confidence. They need 
to communicate across the organisation 
that whatever the circumstances may 
be, they will not change themselves, but 
rather how they need to operate. The 
survey results highlight some funda- 
mental things: a reflection on manage- 
mentand their inability to be consistent, 
the manifestation of which is not being 





their identity comes from the organisa- 
tion they work in. Ata talk I attended, the 
presenter made a case for how to get 
people actively engaged. What struck 
me most about the presentation was a 
phrase that this process “begins by mak- 
ing a difference one person at a time”. 
That statement drove home the point 
that it is easy to alienate people and that 
alienation leads to a sharp drop in self- 
esteem. Falling self-esteem leads to low 
self-confidence and that leads to med- 
iocre performance. It drove home the 
point that as leaders running after a con- 
fused definition of success, we allow a 
slow breakdown of an individual's sense 
of belonging and identity. We let them 
get stressed out and impact their ability 
to lead well-balanced lives. 

One of my favourite quotes describes 
how we, as leaders in the corporate 
world, need to think about creating a 
platform for sustainable growth and 
success for both individuals and corpo- 
rates: “There are only two bequests that 
we can give our people — one is roots 
and the other is wings...” a 
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dissonance between man’s need for 

self-exploration pitted against the 
impact of opportunities and entice- 
ments of a highly-technical civilisation. 

Balancing the two has become an in- 
creasingly difficult task. This is best re- 
flected in the field of human resource 
development (HRD) where non-au- 
thenticity has become a fine art. For in- 
stance, autocratic leadership is camou- 
flaged under permissive gestures, or 
financial rewards and perks are used to 
squeeze the lifeblood of managers. 
Hence, for many senior managers, life 
has become like Dead Sea fruit. For 
many, it is a stressful situation — every- 
one feels it, but few express it. 

KK’s statements indicate a sensitive 
personality and his views about self- 
awareness are realistic. The problem lies 
in practising what he is saying. 

Vidur labels this approach as ‘spiri- 
tual’ and thinks it is irrelevant in the 
business context. It seems he, like many 
others at the senior HRD level, look at 


Te case study reflects the growing 





their function as utilising human re- 
sources to the maximum extent in the 
interest of the organisation. In fact, to- 
day HRD means ‘human resource devel- 
opment’, and not ‘human development’. 
Several decades ago, the top manage- 
ment adopted this approach in dealing 
with workers who were labelled as ‘so 
many hands’. Workers lost respect and 
the will to work and, under the impact of 
militant leaders, many industries were 
destroyed. The jute industry of West 
Bengal is one such example. 

But to be fair, one must acknowledge 
the fact that Vidur is open and interested 
in what KK states. However, given his ac- 
countability, his legitimate query is: 
what can the organisation specifically 
do to bring about self-awareness, inner 
joy, peace and a sense of self-fulfillment 
at the individual level, and whether one 
sees the organisation as a social or busi- 
ness entity. How does an organisation 
with profit goals help individuals move 
towards a higher purpose beyond mate- 
rial goals? 

In my opinion, no specific action is 
needed to touch an individual at the 





damental transformation characterised 
by joy, freedom and compassion. 

But why not? Because information 
by itself does not lead to transformation. 
If that were so, the many gurus who have 
‘walked the talk’ would have succeeded 
in changing the quality of life for others. 
This is indicated by Vidur's question: “So 
what has spirituality got to do with all 
this?” Does this mean that man is no 
more than a brain-body system? That he 
is meant to live and die within an en- 
closed cellular system? 

Many thinking human beings feel 
that at the gut-level, they are part of an 
‘immensity’ they may not have directly 
experienced. One needs to remember, 
however, that desire and prayer for spiri- 
tual fulfillment is not its experience. Nor 
is it a product that can pass from one 
person to another. By attaching one’s self 
to a guru or an expert, one may get a 
sense of temporary security, relaxation 
or even spiritual pride. But in the long 
run, the guru-shishya relationship is 
dangerous since it leads to the destruc- 
tion of man’s greatest gift from nature — 
his individuality. Going beyond mun- 





deepest level of his self. An organisation 
can and should change its managerial 
style from the leadership of status and 
power. It must eliminate discrimination 
reflected in the ‘blue-eyed boy’ syn- 
drome, open channels of communica- 
tion, offer maximum opportunity for 
participation in the company's develop- 
ment activities, etc. 

But all these are managerial actions 
and not spiritual prescriptions. Over 
the last three decades, I have observed 
that organisations that attempted to as- 
sume the ‘spiritual’ role introduced a 
new kind of regimentation. For instance, 
compulsory morning meditation, ‘mind 
stilling’ exercises, devotional songs, veg- 
etarianism, compulsory attendance for 
Swamiji’s lectures beyond working 
hours, etc. Trying to make an organisa- 
tion spiritual has the danger of slipping 
into false religiosity. At the subterranean 
level, pretence, scepticism and frustra- 
tion are not likely to disappear. 

KK needs to realise that verbal per- 
suasion however sincere and erudite it 
may be, cannot by itself bring about fun- 





dane existence is the prerogative and re- 
sponsibility of the individual alone. The 
guru is within each one of us. 

This calls for unleashing a universal 
human attribute — perception. It is an 
approach open to all. At any given mo- 
ment, one can perceive one’s self — in 
relationships — in all its colours, tex- 
tures and ever changing shades. 

Watching oneself in changing moods 
everyday ‘without interfering with one’s 
inner life’ is an exercise by itself. The in- 
terference is a reaction — almost always 
judgmental — and drags with it the en- 
tire confluence of the brain with its pro- 
grammed directives built over a lifetime. 

It is sufficient to state that personal 
transformation is not the function of a 
business organisation, nor is it that of an 
institution that calls itself religious or 
spiritual. Organisations must develop 
an open, just and productive manage- 
ment system. It is wise not to put ona 
spiritual role. The danger is in encourag- 
ing spiritual robots. There should be the 
self in the first place for ‘self-unfold- 
ment to take place. fi] 
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21 June, The Oberoi, New Delhi s 
It was an evening to remember. For the first time l 
ever in India, the discipline of industrial design SH 
was being honoured. Present were some of the l+ Chief guest 
biggest names from the worlds of business, desi M.F. Husain 
and art. The decor at the venue wi takes the stage A 
topic of discussion as th to announce 

the final award 
of the evening 














$ MUC 





flowed. Best designer Sa Gol 
up: “This should be the Oscars of Indian Design.” 
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Michael Foley, head of design, 
Titan Industries, receives the 
Best Lifestyle Product Design 
trophy for the Edge from 
designer Ritu Kumar 
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Satish Gokhale, 
The Best Indian 
Designer, moments 
after receiving the 
trophy from M.F. 
Husain. MC Prasad 
Bidapa looks on 















ITC’s Chittaranjan Dhar receives the Best FMCG 
Packaging Design award from Ahmedabad mayor 
sa Mirza (R) for John Players as Rattan 

vani, general manager, The Oberoi, looks on 
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There are two kinds of people on earth. T 


Guest of honour Satish 
Gujral announces the Best 
Indian Concept Design 





LG's Salil Kapoor (C) receives the Best Neil Foley. the 


Consumer Product Design trophy for the Art SSA CEG AAA 





Cool from designer Rakesh Thakore (R) for the Best Indian 


Ce i ma Concept Design, 


with Guj 


h / £ = } Foley bagged it for 
| er the Raptor, a 


futuristic bicycle 
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V. Sumantran, executive director, Telco, receives 
the Best Automobile Design trophy for the Indica 


Kinetic Motor Company chairman Arun 
Firodia (L) after winning the Best 
Automobile Design award for the Nova, 
with Standard Furukawa's Subir 
Chakravarty (C) and David Abraham 
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THE BW-NID DESIGN EXCELLENCE AWARDS 2003 


DESIGN 


Yp arona mem or orun 


S -The line-up; Darie Koshy, Satish Gokhale, M.F. Husain, Aveek Sarkar, Alka Pande, Ritu Kumar & Prasad Bidapa 
ee. A = Me : Or ae OE Soe a a z 

Mahesh S. Rao, director, y, executive director, 

Peakok Jewellery titute of Design 


A. Lahiri, 
managing 
director, ABP 


Neil Foley (L) & 
V. Sumantran 


Mr & Mrs Firodia - o i ; Pign editor Jyoti Thapa Mani (R) and 
; NID's Anando Datta 





V. Sumantra alks to BW's Gin 
Singt Rajee 
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Why settle for anything less? 









CLOVER WATERGARDENS 














CLOVER HEIGHTS, 
WANOWRIE j KALYANINAGAR 
ow 3 CLOVER Simply. years ahead 3 
PUNE Clover Centre, 7 Moledina Road, Pune 411 001. Tel: 6132000 Fax: (020) 6131292 > 
MUMBAI Crescent Chambers, Tamarind Lane, Fort, Mumbai 400 023. Tel: (022) 22612477, 22652341/329 a 
E-mail: clover1@vsni.com Website: www.cloverhomes.com (Our Pune office is open on Sunday 10 am - 2 pm) — 
Our other projects in Pune: = Pinnacle Ridge Bungalow plots near NIBM s Forest Hills Bungalow plots at Kharadi = Clover Village IIl, Wanowrie E 








To tell a good builder from an ordinary one, 
head straight towards the kitchen. 







And see if it is fitted with a Franke kitchen sink. The world 4 
leader in kitchen sinks, Franke has a glittering range of over 4 
1000 masterpieces to choose from. The attractive price ; 
and the renowned Swiss precision leave no other choice 2 
for smart builders around the world. No wonder, over 6 y 


million Franke kitchen sinks are sold every year worldwide. 


Franke India Pvt.Ltd. 

Corporate office & Showroom 

No. 4 & 5, Turf Estate, Opp. Shakti Mills, 

Off E. Moses Rd., Mumbai - 400 011. 

Tel: 2496 0433, 2491 9557, 2498 8507, 2490 3722 | 


Internet: www.franke.co.in e-mail: sales@franke.co.in 





Available at all landinn eanitaru P. madiuine Lisnbhan — 282 aei ik 


Fax: 2496 1760 -| 


BOOK EXTRACT 


E were 10 minutes late for 
breakfast. The company offi- 
cials hurried us into the 
meeting room where the 
President of GE Plastics was 
waiting. He looked quite unhappy. I as- 
sumed then that it was because we were 
late. I realized later that that was only the 
beginning of the pressure we would face 
negotiating with a world-class company. 

GE Plastics was, and is, a world 
leader. That reflected the philosophy of 
its parent company. Jack Welch often 
said, when he was Chairman and CEO of 
GE, that any business that the company 
got into, it would have to be either num- 
ber one or number two in the industry, 
or it should get the heck out of it. GE 
Plastics was up there in the industry; this 
showed in the way its executives ap- 
proached any deal. 

The meeting took place on 22 June 
1989, Singapore had rebounded from its 
1985 recession, but EDB was still eager 
to consolidate our gains. We were court- 
ing GE Plastics for a major project in Sin- 
gapore. The chaps who were champi- 
oning this project in EDB were the 
fellows in the Chemicals Group. Gong 
Wee Lik was group head at that time. He 
had been discussing a billion dollar in- 
vestment with GE Plastics for some time 
now, and this was going to be a key nego- 
tiating session to settle the deal. Wee Lik 
had flown out from Singapore with 
Daniel Goh, and together with Chun 
Heng Yuen and myself, was slated to 
meet the company President at 8 a.m. 
Since the meeting was being held in the 
US, I led the team as Regional Director 
for North American Operations. 

It was 8.10 a.m. by the time we sat 
down for breakfast. Glen Hiner was then 
the President of GE Plastics. He had a se- 
rious business look when we first met. 
He was not unfriendly. But there was lit- 
tle by way of “hello” and “how was your 
ride out”. It was all business. 

The first question Hiner put to me 
cut straight to the chase. “Young man,” 
he said, putting me in my place immedi- 
ately, “do you have any authority to ne- 
gotiate?” There was a certain dryness to 
the question that sent a winter chill 
down my spine that balmy spring 
morning. 

It was my first time leading a team to 
negotiate a major project. I had arrived 
in the US about a year ago, after the then 
EDB Chairman Philip Yeo decided that 
fieldwork would be good for me. Unlike 
other EDB officers who worked their 
way up making cold calls on companies, 
I had joined the EDB together with 
Philip Yeo in 1986 as his staff officer. For 





the next year and a half, I spent most of 
my time in planning and policy develop- 
ment. By November 1987, Philip de- 
cided that I should get some real field 
marketing experience. 

It was one thing to crunch numbers 
and formulate policies in the comfort of 
an Office. It was quite another to be out 
there making the statistics in the blus- 
tery cold of a New England winter or the 


sizzling heat of a Manhattan summer. In | 


my first year in the New York office, I was 
given special assignments and was men- 
tored by Chan Chin Bock, Deputy Chair- 
man of EDB and legendary pioneer of 
the EDB road-warrior tribe. 

We went on the road together, and I 
witnessed first-hand how Chin Bock had 
earned his reputation for being able to 
turn any conversation into a compelling 





pitch for Singapore. 

But the GE Plastics deal was the first 
time I was on my own, doing battle with 
industry goliaths. GE Plastics did not 
have any operations in Singapore up to 
that time. It was no stranger, though, to 
Singapore. GE had been one of the ear- 
lier pioneers in Singapore and its GE 
Consumer Electronics’ plant in Toa 
Payoh churned out consumer electron- 
ics and audio products. GE Plastics was 
therefore familiar with the incentives 
that EDB dangled in front of investors 
that boosted their after-tax profits. The 
key incentive here was the “Pioneer Sta- 
tus”, a tax incentive conferred on com- 
panies planning high value and technol- 
ogy investments. 

But towards the latter part of the 80s, 
EDB had innovated beyond the original 


$1-BILLION 
TIGHTROPE 






How much do oe de when you want 
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Pioneer Certificate. 
Competition from in- 
dustrializing countries 
meant that Singapore 
had to be more creative 
and offer existing pio- 
neer companies added 
incentives to stay on and 
move up the value chain 
in Singapore. Thus was 
born the idea of a “Post 
Pioneer” award that 
would give deserving 
companies tax reduc- 
tions beyond their tax 
holiday period. 

GE Plastics, confi- 
dent of the technology 
value of their invest- 
ments, wanted us to consider commit- 
ting post-Pioneer benefits upfront. It 
was, after all, a “brand name’ in the in- 
dustry and they knew it. They were 
tough bargainers. My colleague Wee Lik 
had agreed in principle to consider this, 
if GE likewise agreed to further commit- 


ments beyond the 10-year period. I was | 


against it. I took a theological line. It was 
against the doctrine of the pioneer 
awards to give post-pioneer incentives 
toa company that had not even commit- 
ted to a project deserving of a pioneer 
certificate. We could promise to look at 





| 
| 






HEART WORK 


post-pioneer incentives but only after 
they had sunk in their pioneer projects. 
Wee Lik took the practical line: we 
should do whatever we could to anchor 
and lock in GE Plastics’ investments 
to Singapore. 

When we arrived at breakfast, Wee | 
Lik and I were far from agreed on what 
position to take with the company. I was 
prepared only for pioneer benefits; he 
was sure that we should offer more. I was 
the novice — the theorist and the theolo- 
gian; Wee Lik was well-practised, having 
spent more than 10 years in the field 
pulling in investments from the UK, and | 
a few more years at home tending to in- 
vestors there. 

Hiner’s question forced me to look at 
the issue squarely in the face. Was I right? 
Was Wee Lik right? Did I dare to take a 
position on a billion-dollar project, and 
risk losing it all? At that moment, Iun- | 
derstood what it meant to be an EDB 
field officer. In the office, you can write 
version after version of analysis. You can | 
argue, meeting after meeting, the pros | 
and cons of alternative courses of action. 
In the field, you do not have the same 
luxury of time. You had to take a stand. | 
Hopefully, all the meetings and papers 
beforehand would have prepared you 
well for this moment of truth, and things 
will turn out well in the end. 

Our eyes were locked for what 
seemed an eternity. “Yes, I do,” I heard 
myself say. There was no other road to 
take. We had not driven 70 miles from | 
Troy, New York to Pittsfield, Massachu- | 


THE Singapore Economic Development Board (EDB), set 
up in 1961, has been the lead agency for the country’s 
economic development. Over the past four decades its 
mission has been to create a compelling environment for 
global business and innovation. Here, David Lim Tik En, 
trained as a civil engineer, details how, as a junior EDB 
official, he convinced GE Plastics to invest several million 
dollars in Singapore. EDB has produced a generation of 
leaders; David Lim represents this breed of technocrat- 
managers who put the tiny island on the global invest- 
ment map. Now president and CEO of NOL Group, he has 
been CEO of the Port of Singapore Authority and the 
China-Singapore Suzhou Industrial Park. Lim, 47, was 
also a minister of state for defence, and information and 
the arts but left to join the corporate sector. 


Insights Into Singapore's Economic Success 
Edited by Chan Chin Bock (Pages: 348; price: Rs 475) 
Published by Tata McGraw-Hill Publishing Company 





setts, just to eat breakfast. That morning, | 
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we were going to 
do a deal. 

Breakfast was 
over quickly. Both 
sides were keen to 
get down to busi- 
ness. Hiner made 
his pitch. He stated his terms, and asked 
for our response. We asked for time out 
to discuss — a short hiatus, so that Wee 
Lik and I, and the other members of the 
team, could huddle and consider Hiner’s 
requests. 

We could not agree. We argued, just 
like we had argued the day and night be- 
fore. But we had to reach an agreement. 
Mark Begor, one of Hiner's business ana- 
lysts, and as sharp as they come at GE, 
was at the door. “Are you done?” he 
asked. It was time to settle. 

Hiner's second question to me that 
morning was just as direct. “Have you 
reached a decision?” He sounded like a 
judge, not enquiring of a jury whether it 
had reached a verdict, but expecting that 
it should have done so eons ago, and not 
to have kept the court waiting over such 
a simple and straightforward matter. 

I was in a fix. I was not prepared to 
concede as much ground as GE had 
asked for. However, I had to give up 
some ground or the deal was definitely 
off. It was the principle I wanted to de- 
fend. But how could I do that, faced 
against the most formidable of negotia- 
tors who had been trained to turn over 
spreadsheets like a chessmaster who 
could play 40 boards simultaneously 
and blindfolded? 
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Former prime minister Lee Kuan Yew 
(above), who styles himself as senior 
minister, was an inspiration for EDB, 
while S. Dhanabalan, chairman of DBS 
Bank and known as Singapore’s Warren 
Buffet, was among those who led EDB in 
the early decade 





I decided to play for time. It was a 
technique that Chin Bock had used 
many a time I saw him in the same fix. 
Tell a story. Use metaphors to say what 
could not be said directly. Use the time 
that it takes to flesh out the story to hold 
back the pressure, and to put yourself on 
an equal footing with the other side. Use 
the power in the moral of the story to un- 
derscore the principles that would oth- 
erwise sound plain and platitudinous. 

And so I told Hiner the story of the 
sheep and goats. 

“One day a shepherd was out grazing 
his flock of sheep. Suddenly, a thunder- 
storm came upon that open hillock. 
Quickly, the shepherd herded his sheep 
into a nearby cave. In the cave, he had 
kept a small quantity of hay, for just such 
an occasion, to feed his sheep. 

“However, into the cave also came a 
few wild goats, seeking shelter from the 
wind and rain. The shepherd saw a 
golden opportunity to increase the size 
of his flock. So he took the hay and fed it 
to the goats instead. 

“The rain stopped and the sun came 
out again. The sheep ran back out into 
the pastures. The goats followed and be- 
gan to scamper away. The shepherd was 
surprised and angry. He yelled to the 
goats: “Why are you running away? Did- 
n't I treat you well? Didn't I give you shel- 
ter? Didn't I even give you the hay I had 
stored in the cave?” 

“The goats paused for a moment. 
Then their leader replied: ‘We thank you 
for your hospitality. You were kind to us. 
You gave us shelter, and you fed us. But 











what you gave 
us was meant 
for your sheep. 
You treated us 
well, but you 
treated your 
own sheep 
poorly. We do 
not want to be 
your sheep.” 

The story of 
sheep and 
goats is an old Aesop's fable. It was some- 
thing that I had read in a storybook that I 
had bought for my children. But it was 
apt. Hiner knew immediately that the 
principle was that we had to be fair to 
other investors in Singapore. Whatever 
we were willing to do for GE Plastics, we 
had to be willing to do for other investors 
who made equally sizeable and impact- 
ful commitments. This has always been 
acardinal principle for Singapore — that 
we treat our investors fairly, and deal 
with them with integrity. 

GE Plastics eventually did make an 
investment in Sin- 
gapore. AndI'dlike 
to think that what 
Wee Lik and I, and 
our other col- 
leagues did that 
day at Pittsfield 
made a difference. 
But the industry 
cycles turned and 
the investment, 





“Cit was the principle | 
wanted to defend. But 
how could I do that, faced 
against the most 
formidable of negotiators 
who had been trained to 
turn over spreadsheets like 
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given for being too enthusiastic about 
his job. He can be expected to present 
Singapore in the best possible light to an 
investor. But he can never take this as li- 
cence to exaggerate the truth or to make 
a promise that cannot be fulfilled. 

What he does need to learn is the skill 
of reading each investor, each setting. 
He needs to get inside the thinking of the 
people in the company, to see the oppor- 
tunity as they would see it. He needs to 
feel the pressure and the anxieties as the 
company executives feel it, so that he 
knows how to alleviate those worries. 

Such skills cannot be taught in a 
classroom. My education was over long 
lunches with Chin Bock and my field 
colleagues, and late night suppers with 
Philip and the home-team whenever 
they hit the road with us to boost our ef- 
forts and morale. It was on these occa- 
sions that we would argue strategy, and 
debrief extensively the signals and feed- 
back we got from each day's meetings. 
The typical day on the road was long — 
five or six meetings packed back-to- 
back, and long ses- 
sions into the night 
talking about the 
lessons learnt, and 
the next steps to 
take to cement 
deals. But it was 
through these in- 
tense and untidy in- 
teractions that the 
pieces came to- 


while running into gether — the ideas, 
several hundred a chessmaster who could the stories, and the 
millions of dollars, different ways each 
fell short of the bil- play 40 boards person made his 
This episode is A ” deals to closure. 
typical of what blindfolded? When I first 


every EDB officer 

faces in the field. Over the last 40 years, 
each generation of new recruits has had 
to learn the values and principles that 
guide EDB in promoting Singapore as a 
choice investment site. 

We are fortunate. The product we 
had to sell almost sells itself. But in- 
vestors are not seeking knowledge in the 
head when they deal with EDB. That 
they already know from their due dili- 
gence and reading all the material that 
we put out, and the inputs from the con- 
sultants that they hire. What they want 
when they meet with EDB officers is as- 
surance that what looks and sounds 
good on paper will actually be realized 
on the ground. And one ofthe first evalu- 
ations they make is the manner in which 
the EDB field officer makes his pitch. 

The EDB road warrior can be for- 





joined Chin Bock in 
New York in November 1987, he took me 
aside and said: “Not everybody makes it 
in the field. Some we had to send back 
after a few months. It’s something that 
you have to try, and only then will 
you know.” 

I had the good fortune to try under 
the tutelage of several great leaders in 
EDB — Philip Yeo, Chan Chin Bock, Tan 
Chin Nam. I hope that my story and the 
many other stories in this book give a 
glimpse into the work of the EDB officer. 
Like a shadowon a wall, it only shows the 
form and not the substance that makes 
EDB tick. But I hope that even these 
shadows will help prepare future EDB 
officers for their own adventures. a 





Excerpted with permission from Tata 
McGraw-Hill Publishing Company 
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TRULY INTE RNATIONAI ! F: the company that gave Pune its first landmark complex 
de Godrej Millennium, and followed its success with the imposing 
Godrej Eternia (where Shopper's Stop took up an entire wing) 

comes yet another landmark - GODREJ CASTLEMAINE. 


Godrej Castlemaine comprises of 9 towering floors, with a saleable area of 
1,50,000 sq ft, futuristically designed in glass and steel 


Situated bang in the centre of the business district of Pune, off the 

Bund Garden Road, Godrej Castlemaine is truly international in from 
Style-designed by the famous P. G. Patki Architects, and constructed by 
Sembcorp Infrastructure (india) Pvt. Ltd. of Singapore 


Flat slab and modular construction makes for easy horizontal and vertica 


space configuration. With superior amenities like 100% power back-up 





hi-tech early warning fire detection system, power lifts, to name a few 





What's more, Godrej Castlemaine has a separate multi-level car parking 





building and space for food court all truly international! 


Fy 











ne By ; | p’ gine =~ , 
See ee  Casilemaine 


OFF BUND GARDEN ROAD, PUNE 
(Sasoon Road) 


A project of 
Pe Godrej Properties & Investments Limited, Pirojshanagar, Eastern Express Highway, Vikhroli, Mumbai 400079 Tel. : 022-2518 871! 


Soa ear 4 (Extn. 216, 218, 219) + Fax: 022-2518 8717 + E-mail: marketing@godrejproperties.com + Website : www.godrejproperties.con 
INVESTMENTS LIMITED Site Address : Off Bund Garden Road (Sasoon Road), Next to Ruby Hall, Pune - 411 001. Tel. : 9520-551 1151 + Fax : 9520-551 1463 





www.dattaram.com 









ASMITA DIAMOND COMPLEX:- 


Industrial & Commercial Complex in 
Malad (W). Each Gala with minimum 
area from 600 to 700 saft. 

Site Address: Chincholi Bhunder Rd. 
Off linking Rd. Malad (W). 


ASMITA UPAHAAR - I/II/III :- 


Ground + 7 Storied, situated at Poonam 
Sagar, Sector - 9, Shanti Nagar, 

with 10 minutes walk from Mira Rd. 
[Railway Station comprising of 1 BHK 

Í Flats Area - 570/580/590 & Shops. 

| Ready Possession). 


: T E. i 
Ground + 7 Storied, situated at ASMITA 
i — T ENCLAVE PhasedV Consisti 173 
LSMITA - I :- Ground + 12 Storied, ” * a ah 


omprising of [BHK Flats With Area 625 and 2 BHK Flats %00™ Kitchen flats, 
vith Area 925 &3 BHK Flats of Area 1225 & Shops with Area 375/790 sqft. 
tate of art and amenities, Opp to Mira Road Railway 

tation (Ready Possession). 
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{SMI TA GARDENS:- Ground + 7 Storied, situated on 100ft Road, Sector - 9, Shanti Nagar, with 10. minutes walk from Mira Rd: Railway 
itation Comprising of 2\BHK Flats with Area - 815 and3 BHK Flats with Area - 11 15 & Shops with modern amenities. (Under Construction). 


Asmita House, Asmita Township, Mira Road (E), Dist. Thane , MUMBAI - 401 107 
1:2811 1185 / 2811 1187 Fax: 2811 3562. shussain@bom5.vsnI.net.in www.asmitagroup.com 
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DSK - A World of Happiness 


et us deliver Happiness - in Quality, 
| ews and Care Quality is as much a 

virtue of a product as it is the pathway to 
happiness. You cannot deliver unblemished 
quality unless you are totally, dedicated to the task 
at hand. That is the very foundation of the DSK 
Group - a philosophy that is so much a part and 
parcel of the life of one man who has chartered its 
course - DS Kulkarni. This streak of honesty, of 
delivering happiness, has laid the foundations of 
over 8000 happy homes and has created an empire 
that spreads across construction, education, 
automobile industry, hospitality and cultural 
fields. 


DSK Vishwa - An art of Living 


Never before had India seen engineering and 
architectural excellence in the housing sector on 
such a grand scale. DSK Vishwa truly occupies 
pride of place amongst DSK’s list of 
accomplishments. An Olympian community that 


comprises of over 6000 houses and commercial | 
complexes, DSK Vishwa is a sterling example of | 
| help of qualified academicians. 


how man and nature can co-exist in symbiotic 
harmony. 

DSK Vishwa, designed by the world 
renowned architect Padmashree B V Doshi, has 
brought within reach of the common man a 
lifestyle he could hitherto only dream of. 

Solar energy usage 
facilities, 
harvesting, landscaped 
approach to planning 
with focus on 
maintaining ecological 
balance, focus on 
Biodiversity with 
creation of natural forest 


part, indigenous species 
Chairman and M.D plantation, wetland 
creation; etc is some features that make DSK 
Vishwa stand apart. 

DSK Vishwa doesn’t give you just a home; it 
gives you an environment, a living experience, 
-where you can bring up your children the way you 
~ always wanted to. 
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| Franke: 


Rainwater | 


precision into the Indian 


Asmita Group 


Asmita Group is the conception of a dynamic 


and enigmatic person Shri Syed Muzaffar Hussain. | 


The Group started its construction business in 


1988. It has completed prestigious projects in Mira | 


Road & Mumbai. The Group has many residential 


and commercial complexes in Mumbai, which are | 


proposed to be started soon. The Group has also 
ventured in SUPERMARKETS & HOSPITALITY 
business. It has ASMITA 
SUPERMARKET MIRA 
ROAD (E), which is 
centrally 
conditioned, and also 
proposes to start a chain 
of SUPERMARKET in 
Mumbai. It has also 
started ASMITA CLUB 
keeping in view the 
requirements and has all |__ ASMITA GROUP 

state-of-art facilities like swimming pool, marriage 
hall, lawns, indoor games, etc. The Group also has 
educational institution named N.H English 
Academy & it’s professionally managed with the 


air- 


Perfecting kitchen 


traditions. 


The kitchen sink no longer remains a poor 
cousin to modern 
kitchen products such as 
cabinetry, hobs and 
hoods that have 
glamorized Indian 
kitchens. sink 
specialist Franke 
Holding AG is injecting 
the renowned Swiss 


For, 


Deepak Sapru 
Product Manager, FRANKE 


industry through its 








Residency and Mahindra Gesco Developers Ltd. 
and Runwal Construction. 

The company intends to bring in other items 
from the international product stable like gas hobs 
and hoods once it is satisfied with its ability to 
service them locally. 


GODREJ PROPERTIES & 


| INVESTMENT LTD. 


Godrej Properties & Investments Limited 
[GPIL] belongs to the prestigious GODREJ group 
of companies known for its trust and commitment. 
Godrej Properties has the unique distinction of 
being the only real estate company to use 
economic value added [EVA] to increase the 
profitability. Not only that, even the compensation 
of employees has been linked to the value they add 
to the organisation. 

The company has two hot properties - Godrej 
Sherwood which is coming up in Shivaji Nagar, 
Pune and Godrej Bayview in Worli Seaface. The 
duplex in Godrej Bayview is designed by 
renowned architect Hafeez Contractor and gives 
the feel of a royal apartment with a classic sea 
view. 


Clover 


Clover is one of India’s Leading property 
developers, with a number of reputed projects to 
their credit both in Bombay and Pune. All their 
projects are characterized by world class standards 
of excellence in architecture and superiority in 


| construction. And above all, assurance of quality 


and value makes every one of their properties the 


| perfect purchase. 


subsidiary Franke India Pvt. Ltd, and turning sink | 
making into a thought provoking science. Today, | 


sells a kitchen sink somewhere in the world. 
Franke’s single-minded mission in India is to 


` infuse international technology into Indian 


kitchens. Its clientele include Tata Housing, Indian 


60 


the company claims that every three seconds, it 


They maintain a Corporate Philosophy of 
being “Simply Years Ahead”. They were the first to 
implement the concept of a Township with all 
modern and hi-tech amenities, ‘Clover Village’ - 
which won the “project of the Year” 
Accommodation Times 1996 Award. All Clover 
creations are a rare combination of luxury and 
affordability. 

Their notable projects in Mumbai include - 
Clover Apartments, Broadway Shopping Centre, 


_ Hotel Metro Palace, Polson Apartments, etc. 


| Institute of Management, Infosys, ITC Ltd., Hyatt _ 


Prominent projects in Pune include Clover 
Gardens, Clover Villages etc. . 


Calling India Inc! 


Punes top 
Business addresses 
for India’s Top Guns 





Pune, with its pristine climate and proximity to India's corporate capital Mumbai, presents 
itself as the perfect corporate destination. No wonder, Pune is home to a host of corporate 


giants and is rapidly becoming the preferred destination for many more. In these ideal 


settings, DSK offers you three perfect sites that truly make great business sense. 








Showroom & Offices Corporate Offices Corporate Offices 
Nal Stop, Karve Road, Pune Near Rahul Cinema, Pune Near Chandani Chowk, Bawdhan, Pune 


D. S. Kulkarni Developers Ltd. 


Mumbai: 'Upasana’, L. J. Road, Shivaji Park, Dadar, Mumbai 400 016 @ 
Ph: 91-22-243 243 28, 243 018 83 = 
Pune: Ph: 91-20-553 45 95, 1600 33 2001 (Toll free Pune) aS 
Email: sales@dskd!.com Web: www.dskdl.com £ 


iti 04140 








JOHN BUCHANAN 


Um. A question for you. What makes 
some teams great, while others spend a 
lifetime in mediocrity? To understand the 


gestalt of great teams, you could do worse | 


than study the Australian cricket squad. 
The Aussies utterly dominated the 2003 
Cricket World Cup. They came to South 
Africa without Steve and Mark Waugh; 
they lost Shane Warne at the very outset 
and Jason Gillespie a little later. And yet 
they savaged every team. Was it because 
they had a great bench? Because they had 
the most talented players? Or, perhaps, 
technology? The man with the answers is 





| 


a tall Australian with a measured way of | 


speaking. His name is John Buchanan. 
He coaches the Aussie cricket team. 
Buchanan was in India last week. He 
had been invited by HSBC — as a part of 
its 150th anniversary celebrations — to 
talk about managing champion teams. 


Buchanan's reputation as a coach be- 
gan to build when, under his mentoring, 
the Australian province of Queensland 
won the national Sheffield Shield two 


| years in a row. It was a remarkable turn- 


around. Before that, most people, includ- 
ing the players, had despaired of Queen- 
sland ever winning the trophy. And then, 
when Geoff Marsh quit as the Australian 
cricket coach, Buchanan got the top job. 
BW’s M. Rajshekhar met Buchanan in 
Delhi to discuss what makes teams great. 
It was an insightful discussion, with tips 
that corporates can use. Read on. 


How does one Create a 
team as high-performing as 
the Aussie cricket squad? 
HERE are two aspects to this. One, the 
management side. And two, the peo- 
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ple who are being managed. To my 
mind, there is no question that you need 
talent. I don’t think any high-performing 
team or organisation can exist without 
talent. So, obviously, there are ways and 
means of understanding how to get that 
talent inside the organisation. 

Then, the management side should 
have a very clear vision of the future: 
where does it want to be? To my mind, 
knowing the future is about two things 
—controlling the future and responding 
to the future. 

For us, the ‘control’ side is that we 
want to be better than our opposition. 
We want them (the opposition) to be 
more concerned about what we are do- 
ing rather than what they are doing. 
Therefore, if we can have skills — techni- 
cal, physical, mental and tactical — that 
they don’t have or haven't thought of 
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having, then that gives us acom- 
petitive advantage and, as a re- 
sult, we have control over how 
the game plays out. 

Take Brett Lee. Brett is an ex- 
press bowler, a fast bowler we 
can use to dominate a game. 
With him, we can dictate how 
the game is played out. Not all 
the time obviously, because 
some batsmen will play well 
against him. However, most 
teams will be worried, and will 
spend more time looking at 
ways and means of dealing with 
him rather than thinking about 
how they are going to play the 
game. That gives us control over 
the way we are going to play 
the game. 

So, the link back to business 
would be: what picture of the fu- 
F ture do we have and, therefore, 
z what kind of people do we want 
in the organisation? 


Let’s take the 2003 World Cup. 
What was the ion you 
went in with, and how was the 
team built around it? 
A S we moved to the World Cup, which is 
an important event as it defines where 
all the teams stand, we wanted to play 
cricket which put the other teams in 
awe. That was the vision we went in with. 
If we did that, other teams would be 


more concerned with what we were do- | 


ing, while all we would have to do was be 
concerned with ourselves. 

We began planning for the World 
Cup in 1999 with a general framework 
and then defined it more and more as 
time went by. Two-and-a-half years ago, 
we decided where we wanted to set up 
camp. We didn’t want to set up camp in 
Johannesburg or somewhere with too 





JOHN BUCHANAN 


THE FUTURE...” 


„And make competitors worry about your 
game rather than their own. The Aussie 
cricket coach on what makes teams great 


many distractions. Two years ago, we de- 
cided what players we would be losing, 
and what kind of players we would need. 


A year before the World Cup, we were | 


touring South Africa. We were looking at 
the grounds. We had a new captain and 


we were seeing how he was dealing with | 


the new responsibility. And six months 
before the World Cup, we began to be 
clear about the kind of game we wanted 
to play. We knew we would have to be a 
good defensive side. South Africa has 
smaller grounds. Batsmen can hit out of 


the ground easily. So we wanted fields- | 
men who could save boundaries. That | 
became integral while deciding upon | 
| they want to go. Vision is critical for ex- 


the team. 
Similarly, we expect that four or so 
players from the current team will be 






would be selflessness. That they will be 
prepared to sacrifice themselves, in 
terms of their aspirations, their goals, 
their desires, to actually be a part of the 
outfit. And Andrew is very much that 
sort of a person, apart from all the other 
skills he offers. 


| And once you have the players, 





around to play in the next World Cup. | 
That tells us which are the areas we have | 
to start looking at. Right now, we are | 


playing a tournament in the West Indies. 
And the kind of pitches we will play on in 
the World Cup will probably not be too 
different. But that isn’t the only thing we 
look at. While choosing the players, it’s 
not just their talent which brings them 
into the side, it is their character. 


| Why Character? 


| oe of the players wanting to get into 
the team have talent, but we always 
opt for a person who brings something 


how do you harness them into a 
world- g team? 


NE critical element we just talked 
about was that the coach and the 
management should have a clear vision 
of the future. They should know where 


citing players. The other important thing 
is that the leader should be very con- 
cerned about the people in his team. We 
can get too caught up with results, with 
the bottomline, with putting new tech- 
nology in place. But all of us — be it in 
cricket or banking or a magazine — are 
in a people business. 

How do we regard the people we 
work with? Do we see them only as peo- 
ple who can make a contribution to the 


| organisation — in terms of profits, sales, 
| deadlines? Are they good people only if 


more to the team. Like an Andrew | 


Symonds in the last World Cup. His tal- 
ent was probably equal, maybe slightly 
less, than a few other contenders for vir- 
tually the last position. But we took him 
as we knew that he would make a contri- 
bution to the team. 

What do I look for in my players? It is 
an intangible quality. It is how they carry 


themselves on the field. It is the little | 
things that they might do around the | 
team. For me, I suppose, in one word, it | 


they meet their targets? 

From my point of view, it is impor- 
tant to deal with my players as more 
than just cricketers. All of them come 
from different backgrounds, different 
circumstances, different ages. Some are 
married, others are not. Some have chil- 
dren, others want to have children. They 
are all different. 

And I have to know them individu- 
ally. I have to know them as a friend, a 
son, a peer, as the case might be. Some- 
one might be a person who will bend the 
rules. Another might be a person I have 
to clip behind the ears. I have to know 
how they operate. What are the things 
going on in their lives? What do they 
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want to achieve? And where are they 
now? So that we can try and help in any 
way, and at least get things in sync. So 


that, on a day-to-day basis, when they | 


walk into the office or onto a cricket 
field, they can just do their best, not 
worry about something else. Knowing 
them like this has another benefit — it 
gives the team a chance to see how I op- 
erate too. 

Then, I always emphasise the 
process over results. This is actually 
quite hard to do. Cricket is a game of re- 
sults. But for me, results are almost 
meaningless. Of course, it is nice to 
achieve them. And it will be incorrect to 
say that we didn't like achieving them. 
But, to me, the important thing is not 
scoring 600 runs or taking 10 wickets. 
That is the outcome — the results you 





want. It is the process of getting there. 
Take the second test at Calcutta. Aus- 
tralia was in astrong position: India were 
trailing us by 270 runs. They had already 
lost the first test. At that moment, our 
team just decided that the series was 
ours and stopped looking at the process. 
They ignored the entire process of con- 
trolling two quality batsmen. And 
(V.V.S.) Laxman and (Rahul) Dravid 
slowly changed the game. By then, the 





thought of having to fight to save the | 
match was foreign to the minds of our | 


players. That lost us the match. 

Of course, I am not saying that that 
was the only thing which lost us the 
match. Dravid and Laxman did play in- 
credible innings, with an incredible 
bowling performance by Harbhajan 
(Singh) later. 


Even with the best of plans, there | 


| willbe momentsofchaoswhen | 


the plan goes awry. The opening | 
pair may not be able to builda 
sound foundation. The strike 
bowler may get smashed all over 
the ground. How do you budget 
for such contingencies in the 
way you Structure 

the team? 


HAT is why we need people like An- 

drew Symonds. If all you have are spe- | 
cialists, then that speciality should obvi- | 
ously bring some corresponding 
outcome during the course of the game. 
However, you know it doesn’t always 
happen like that. They cannot always 





: RASE 


score a hundred or take five wickets. 

What you need then are people 
around them who offer some backup 
options, if you like. And so, going back to 
an Andrew Symonds, who comes into 
the game as an all-rounder because he 
can bowl two types of deliveries, he can 
bat in various parts of the order, he can 
bat in different ways and he can field in 
different positions. He isn't regarded asa | 
specialist in all of them, but what he does 
do is bring you those options, which you | 
can utilise in any situation. Either when 
you want to capitalise on a situation, or 
when things are in chaos — when some- 
thing is not working as well as it should. 
These options can right the ship or, at 
the very least, arrest the situation to give 
you the time to maybe utilise the spe- 
cialists later. 





But how do you keep the 
second-rung players 
happy given that most attention 


| goes to the prima donnas — 


the strike bowlers and the 


| specialist batsmen? 


T is very difficult. We had the case of 
Justin Langer during the 2002 Ashes 


| tour, where he carried the hurt and the 


tension of trying to get backinto the side. 
(As a result) he could not perform. Fi- 
nally, he and I talked and he was able to 
unload all his feelings. He was subse- 
quently picked for the final test and 
scored a hundred! I now try to be more in 
touch and aware of this group of players. 
In addition, I try to ensure that they are 
always recognised by the total group. 


How do you get a 
team to DeHieve 
in itself? 


SUPPOSE I go back to 

my Queensland days. 
And I think the only ap- 
proach there was that it 
had to come from the 
team. Initially, it was 
about working with the 
senior players. And talk- 
ing, again, about vision. 
Where we can go? And 
what can we do to get 
there? It was also about 
saying that “You are the 
senior guys and you 
have been around a lot 
longer than I have been. 
So give me your exper- 
tise and we will make 
our framework for this 
year together.” 

The senior players bring both advan- 
tage and disadvantage. They have lots of 
experience and that is invaluable. How- 
ever, among those experiences are bad 
experiences. The senior players carried 
that baggage like “When we get close, 
this is what happens.” That was almost a 
common saying in the team: “Here we 
go again.” So, it was about utilising the 
senior players to expose a lot of the stuff 
that was mythical. So, in a sense, it was 
challenging with the senior players. 

The beauty of the younger players is 
they didn't have any baggage. They did- 
n't have any experience, but all they 
needed was a little leadership to go in 
the right direction. I remember one 
game we should have won. We were 
playing against a West Australian team. 


Reuters / ANDY CLARK 


| We were chasing 120 runs to win, a day 
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to go and, again, the same thing: “Here 
we go again,” “This is the way it always 
is.” And we lost the game. The next day, I 
got the whole team into the dressing 
room. And I told everyone to write down 
what they thought happened. They had 
to write it as they would have to think 
about it. And two, they would not have to 
worry about what the others might 
think. We then collected the common 
thoughts and dealt with these. Again, it 
was about coming back to the process, 
not looking at the result only. 


What happens when the leader 
himself is suffering from a lack 
of self-belie 


T is very hard on the captain. But a 

good captain is one who is capable of 
compartmentalising his life. That is 
something which Steve Waugh is able to 
do very well. So, ifhis cricket is going well 
or not going well, that is in one box. He 
deals with it. He is captain of the side and 
that is in another box. His home life is in 
a third box. This is not an easy thing to 
do. And that is what probably defines 
very good leaders. (Mike) Brearley had 
this quality too. He wasn't necessarily a 
great player, though he did have his mo- 
ments. But he was able to divorce that 
from his leadership style. 


I am not sure if this quality can be | 


taught, though it can certainly be en- 
hanced. We have Ricky Ponting and I 
think he will make a very good captain. 
And what we can do now is work with 
him to ensure that he clearly under- 
stands where the various pieces fit. That 
is what defines a leader. He can put some 
things aside to get a clear sense of what 
he is dealing with at the present mo- 
ment. He can live in the moment. I think 
Ponting has the capacity to do that. I 
don't think our other players do. Which 
is why he has gravitated to the leader- 
ship role. 


How do you create a 
le g team? 


HAT is the role of the coach. We have 

to create that learning environment. It 
is about learning from good and bad ex- 
periences. It is about understanding that 
everyone on the team has the ability to 
contribute. Just because they are young 
or senior, neither view is more or less im- 
portant. It is also about how you provide 
information into that environment so 
that it is not subjective, but based on 
stats, computer technology, video.... 
Then, we learn from what we did today 
for tomorrow. We analyse the runs we 








‘the ttam MO 


scored and the wickets we took. We don't 
just look at how many runs we made or 
wickets we took. But also at how these 
were taken, so that we can improve the 
next time. 


The team should be independentin | 
its thinking. It should be able to solve | 


problems quickly and creatively without 
having to involve you. If the players keep 
coming back to you, it is time- and en- 


ergy-sapping for you, and indecisive for | 


the team. I want to make myself redun- 
dant. I want to place as much responsi- 


bility on the players for their actions as! | 


can. The further I remove myself from 
their decision-making process, the bet- 
ter they are at knowing themselves, 
coaching themselves and developing 
themselves. One important thing in this 
learning process is questioning why a 
player did what he did. We do this every 


time. Irrespective of whether they made | 
the right or wrong call. Once they give | 


me a rationale, I question them again 


about the reasons underlying that deci- | 
sion. Because that gets them thinking | 


about how to make the right decision. 


As international cricket is a high- 
pressure game with the players 
being routinely thrust into do-or- 
die situations, how do you keep 


tivated? 


OR starters, it is not the coach's role to 
keep the team motivated. It is not the 
CEO's role to keep them motivated. If it 


is, you have the wrong staff. The desire to | 


perform has to come from within the in- 


dividual. The coach’s role, or the CEO's 
role, is to nurture that environment. The 
Australian cricket team is like an ex- 
tended family. And, for us, family values 
like hard work and perseverance are very 
important. We have to ensure that the 
environment fosters people with such 
values. But these values aren't driven by 
Ponting or Waugh or me. It has to come 
from the individual. Another big motiva- 
tor is the history of the organisation — 
the tradition of Australian cricket. Once 
you are selected to play for your country, 
that provides an injection of motivation, 
if that is the right word. It’s borne by sym- 
bols like the baggy green cap. 


And the folklore which 
builds up around the team... 


ES, tradition’s not just the green cap, 

but the words and the actions and the 
legacy of previous generations. It is one 
of those intangible processes which we 
encourage all the time. We encourage it 
through chants — a team song. Through 
the words of people in the team — a 
young player, a Steve Waugh, or who- 
ever. Through team meetings. It is acon- 
stant reaffirmation — both in subtle and 
non-subtle ways. To motivate the team, 
we use a lot of similes. We have discus- 
sions about our team. Like, what can be 
considered the Mount Everest of cricket? 
We discuss the 1948 team, “The Invinci- 
bles’. How did they achieve what they 
did? How can we achieve what they did? 
What is the difference between being 
good and being great? And where do we 
stand on that? Ki 
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C—O eee l 
ON THE DRUG DISCOVERY TRAIL 


Indian pharma firms may not have big research budgets, but they have other things in their favour 


OR decades the Indian pharmaceutical industry did 

not dream of creating a blockbuster, the holy grail of 

big pharmaceutical companies worldwide. When 

some Indian companies began drug discovery re- 

search in the mid-1990s, the aim was to have a few 
drugs of their own which could augment their income from 
the generics market. Even now, when there are signs of 
some success in companies like Dr. Reddy’s and Ranbaxy, 
the goals are rather modest. No Indian company is likely to 
contemplate a blockbuster-based business model in the 
near future. Two factors stop Indian drug companies from 
dreaming of blockbusters. One, the lack of experience in 
drug development. Two, the sheer costs involved in devel- 
oping a blockbuster drug. 

Discovering blockbuster drugs is not easy even for 
global pharma giants which have considerably more 
money for research than Indian companies. Over 
the years, drug development costs have been 
going up and the number of potential 
drugs (New Chemical Entities or NCEs) 
in the development pipeline going 
down. All the efforts of the industry to 
produce more NCEs have not met 
with much success. 

What about cutting costs of new 
drug development? That’s not hap- 
pening either. A study released last 
month by the Tufts Center for the 
Study of Drug Development, an inde- 
pendent non-profit group associated Ae: 
with Tufts University in the US, pegged the 
cost of developing a new drug at $897 million. 

In 2001, this centre had estimated the cost at $802 
million. The increase in costs is mostly due to a drug's post- 
approval costs. It seems like cost-reduction strategies are 
not working. Yet another recent Tufts study provided some 


fascinating insights. In its outlook for the year 2003, the | 


Tufts Center had recorded that the average clinical approval 
times for a drug has dropped in the US from 9.2 years to 6.9 
years, a drop of 25%. It also said that reducing the develop- 
ing time by half would reduce total costs by 29%. And im- 
proving clinical success rates from one in five to one in three 
would reduce total costs by about 30%. 

Global pharma companies have been spending heavily 
on advanced technology to improve the productivity of 
drug discovery. So far, advanced technology has not re- 
sulted in any significant increase in productivity, but the 
pharma industry is hopeful that it will. The Tuft institute it- 
self says that advanced technologies like genomics, combi- 
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natorial chemistry and proteomics will increase R&D costs 
in the short run, but will pay off soon. 

Indian pharma companies cannot invest in such high 
technology for some more time. So how can they compete 
against big companies like Pfizer, Merck and GlaxoSmithK- 
line, whose R&D budgets are twice or thrice an Indian com- 
pany’s annual revenues? This question will become more 
relevant when investments by big pharma firms in advan- 
ced technology begin to pay off, probably within a year or 
two. Will the gap between the global giants and the Indian 
| firms like Ranbaxy, Dr. Reddy’s and Lupin that are getting 
into new drug development widen further? The situation is, 
perhaps, not nearly as bleak as it looks on the surface. 

The fruits of technology are easy to predict in most high- 
tech industries. What is more difficult to predict is the dy- 

namics of consumer choice. In the pharmaceutical in- 
dustry, the progress of technology is the most 
difficult thing to predict. It’s easy for an Intel 
to provide a product roadmap for four or 
five years. It’s virtually impossible for a 
Pfizer to do so. There is always a mys- 
tery to the drug discovery and devel- 
opment process. In the end, those 
who invest the maximum are not 
necessarily the ones who succeed 
most. Progress of technology will 
make drug development more pre- 
dictable, but the mystery about the 
discovery part will continue. It is diffi- 
cult to see where the next blockbuster will 
come from. Will it be from an Indian firm? 
When Indian pharma began drug discovery, 
they faced two problems: lack of big money and lack 
oflong experience. As their drug discovery programmes ad- 
vanced, experience also accumulated. This experience has 
been enhanced by the return of Indians from abroad and 
the setting up of big R&D centres like Aurigene and Astra 
Zeneca. Both companies are bringing experienced Ameri- 
can and European scientists to train Indian scientists. 

Indian pharma companies will benefit from the low cost 
of human resources in India. This low cost will force more 
pharma companies to shift some of their R&D to India. 
Such a shift may not be only through fully-owned R&D cen- 
tres alone. Big companies will increasingly look for partner- 
ships as well. Such partnerships may not be simple out- 
sourcing contracts like in information technology. Indian 
pharma is likely to play the game on a more level field and 
be real partners in research. It does not cost much to be part 








of the global pharma research web. E 
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COMING OF AGE 


AT last, Indian 
product design gota 
long-overdue 
recognition. But we 
still don’t have many 


world-class products. 


KETAN SURI, Mumbai 


E It is heartening to see that Busi- 
nessworld has come out with a sec- 
ond issue dedicated to design in In- 
dia. This exposure is a welcome 
opportunity to start a serious dia- | 
logue between the industry and the 
design community. After reading the 
success stories, one also looks for- | 
ward to a discourse on some key is- 
sues — like why most of the Indian | 
industry shies away from making any 





THE BRITANNIA SAGA | 


The cover story (‘The Sack’, BW, 23 June 
2003) illustrates the need for the com- 
pany board to play a more proactive role 
and not function merely as a rubber 
stamp. In the wake of the many scandals 
in the US and elsewhere, it has become 
essential that the board must consist of 
people who are willing to take on the 
power centres that emerge in the com- 
pany and ensure that everything hap- 
pens in a transparent manner. Further, 
in the case of any event like Sunil Alagh’s 
sacking, the reasons must be made 
available to the shareholders of the com- 
pany to foster a climate of trust. 
SIDHARTH BALAKRISHNA 

Kolkata 


E Nusli Wadia has made a serious mis- 
take by sacking Alagh. One should not be 
surprised if Britannia goes the Bombay 
Dyeing way after some time. Though 
Alagh might have some shortcomings, 
there is no doubt about the fact that he 
was one of the most charismatic and 
able CEOs of India Inc. He made Britan- 
nia a force to reckon with. It seems that 
Wadia is more interested in having per- 
sonal fiefdoms instead of great compa- 
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significant investment in design. And 
even those who have gained from de- 
sign inputs are reluctant to give credit 
to designers. 

I also wonder if excellence in de- 
sign should be classified into such 
categories. Successful design, after 
all, is about breaking new ground, 
which is what requires celebration. 
DINESH KORJAN 
Via email 





nies. He would probably have been 
more successful as a politician rather 
than a businessman. 

DEEPANKAR 

Muzaffarnagar 


SENSIBLE MOVE 


Sharing networks does make a lot of 
sense (‘The Smart Alternative’, BW, 9 
June). After all, banks do not offer any 
product differentiation in ATMs. Service 
points like ATMs are distinguished by 
the point of service and not the ultimate 
product. For a normal consumer, it does 
not matter which bank's ATM he is using 
as longas one can transact fast and with- 
out any hassles. 

R.K. RAVINDRANATH 

Bangalore 


CORRIGENDUM 


In ‘Best FMCG Packaging’ (BW, 30 June) 
and ‘The Event’ (BW, 7 July) we spelt the 
name of the CEO of ITC's Lifestyle Retail- 
ing Business Division as Chittarajan 
Dhar. The correct spelling is Chitranjan 
Dar. The error is regretted. 





lf - 


Letters can also be sent to 
editor@bworldmail.com | 
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TATATELESERVICES 


Successful businesses in India plus 
thousands of others worldwide run 
Oracle E-Business Suite. 


oracle.com | 
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Oil Abroad! 


Independent India is finally making a concerted 
effort to gain long-term energy security. Egged on 
by the government and supported by diplomatic 
channels, public sector oil companies have 
acquired oil and gas exploration rights in 10 
countries. The committed investment of $3.3 
billion is India’s highest in any sector abroad. Yet, 
these will cover only 20% of India’s current needs 
of 111 million tonnes. And, this demand is 
expected to go up to 364 mtpa by 2025. Can India 
be oil sufficient? A look at our global oil hunt. 


Businessworld 


Power Saga 


India’s power sector is ina 
mess. Losses are mounting, 
T&D losses are on the rise, 
and investments are not 
yielding any returns. Even 
private players are in 
trouble. What can the recent 
Electricity Act do to remedy the situation? 


40 CAN PRIVATISATION HELP? The experience 
of three states — Andhra Pradesh, Orissa and 
Delhi — and the lessons for both government 
and private players. 
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10 RAMESH VANGAL The former chief of Pepsi and 
Seagram in India is whetting investors’ appetite — 
Vangal is setting up his own liquor company. 
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The Great Corporate Tax Run 


When it comes to 
avoiding taxes, 
Indian corporates 
are no better than 
India’s rich farmers. 


46 HOW THEY DID 
IT Some companies use loopholes in the law 
to keep their tax liabilities at unbelievably 
low levels. 


48 THE GREAT TAX FRAUDS Others commit 
fraud in order to reduce their tax liabilities — 
by owning non-existent businesses. 





10 CAS The I&B secretary speaks 
on the controversy surrounding 
the deadline for TV set-top 
boxes and the need for a broad- 
casting industry regulator. 


18 PLAYWIN LOTTERIES Even as 
the lottery is banned in Maha- 
rashtra, its business model 
seems to be falling apart. 


Pawan 
Chopra 
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12 PM IN CHINA Vajpayee's visit is an 
important step towards creating a 
multipolar world away from the US. 


21 FM RADIO The government's rev- 
enue-sharing proposal for FM cha- 
nnels spells hope for radio stations. 


ECONOMY 


8 ASHOK DESAI Let banks only lend 
money. Let the business of holding 
deposits be done by other organi- 
sations. That should curtail the cur- 
rent bad debt situation. 


BUSINESS 


50 BY INVITATION: NONI CHAWLA Can we be sure 
that company boards are not party to the misdeeds 
of the CEOs? 


52 CEMENT After the Birlas’ 
recent acquisition of Larsen & 
Toubro’s cement division, 
expect further consolidation in 
the industry — albeit at a 
slower pace. 


MANAGING 


56 ITINVESTMENTS More and 
more companies are beginning 
to calculate returns on their IT 
investments. A look at the 
methods they are using and the 
problems they face. 


PERSONAL BUSINESS 


62 MUTUAL FUNDS As index funds gain popularity, 
UTI is launching its exchange traded fund. But can it 
succeed when other such funds have failed? 


BOOKS 


64 NOTHING SPECIAL ABOUT IT Marketing guru 
Philip Kotler’s latest book is an oversimplified view of 
marketing in a hypercompetitive world. 
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‘Lands Of Black Gold 


OUR years ago, ‘national se- 
F curity’ was one of the key 

planks the National Demo- 
cratic Alliance (NDA) used to 
come to power at the Centre. To 
be fair, it was not just an election 
slogan — national security has 
remained at the top of the Atal 
Bihari Vajpayee government’s 
agenda all these years. But while 
what the government is doing to a 
secure India’s borders has made headlines in the newspa- 
pers quite often, the steps it is taking to secure India’s oil se- 
curity has remained largely unnoticed by the media. 


| Businessworld } 














It is a fascinating story and it needs to be told simply be- 
cause of India’s sheer dependence on oil imports. India 
buys 70 million tonnes of oil every year — 69% of its con- 
sumption. The bulk of it comes from the Middle East. And 
that puts India’s economy at risk whenever any event 
threatens the stability of that region. 


Over the past few months, the government has moved into 
overdrive mode to make sure the country’s oil supplies are 
less vulnerable to events like the Iraq War. The steps it had 
initiated will not show any immediate effect. But if they pan 
out, in five years time, India will have made sure that its oil 
supplies are protected even if another war breaks out in the 
Middle East. 





Part of the government's plan is based on creating a strate- 
gic reserve of 45 days that will take care of any immediate 
disruption in its supplies from the Middle East. But the 
more ambitious part of the plan is what it is pursuing 
through diplomatic channels and the state-owned oil com- 
panies. This part envisages taking oil fields on lease in coun- 
tries like Yemen, Sudan and Russia. And getting the bulk of 
India’s oil requirements in the future from places like these 
rather than the Middle East. 


I don’t want to give away the full story here. Assistant editors 
Anup Jayaram and Ranju Sarkar worked for several weeks to 
put it together — and I will let them narrate the full story. 


| Turn to page 28. 
W hs h — 
( 


AVEEK SARKAR) 
CHIEF EDITOR 
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VEN the most sanguine finance ministry official 
would have to admit that the banking reforms of the 
last 10 years are a whimper. The marketshare of pri- 
vate banks has crept up, but most of the banking sys- 
tem is still government-controlled, and is run justas it 
was 10 years ago. Managing directors are still appointed by 
the prime minister, who weighs up the relative weight of the 
politicians who favour various candidates. Those who want 
loans or want banks to go easy on them still approach the fi- 
nance minister through a political patron. Bad debts have 
gone down, but that is only because banks have been lend- 
ing out more money and loans take some time to go sour. 
BIFR, DRTs, RBI directives, securitisation — another name 
for helping banks jump the queue and sequester debtors’ 
assets — all these devices have failed to clear up bad debts. 

So I had some sympathy for a delegation of politically- 
oriented businessmen who came to consult me. They had 
endless stories about how banks reneged on their 
promises and how cussed, litigious and unrea- 
sonable they were. I could not agree more 
with them. But when they came to the 
remedies, we had some differences. 

They had only two solutions: pri- 
vatisation and competition. The pri- 
vatisation experience should warn 
them about the difficulties. Take oil 
companies. Very few have the money 
needed to buy them. Government oil 
companies have it, but if they bought, 
that would not be privatisation. For- 
eign oil companies would like to buy, but 
there are enough xenophobes within the 
BJP to stop that. Only two or three Indian par- 
ties could raise the money. Of them, Reliance is al- 
ready a huge oil refiner. So selling to it would reduce compe- 
tition. The rest are not interested. Potential buyers of banks, 
with suitably deep pockets, would be equally scarce. 

Creating new competition is equally problematic. Tak- 
ing people's money and running away with it is the world’s 
second-oldest profession. Licensing many small banks is 
attractive; their owners would be familiar with local bor- 
rowers and would be better judges of creditworthiness. But 
their small size as well as lack of diversification would make 
them vulnerable. In the 1997 crisis, Indonesia's small banks 
failed, taking depositors’ money with them. Having a small 
number of big banks has its own pitfalls. They are likely to 
be more bureaucratic, less sensitive to small borrowers’ re- 
quirements, and likely to be captured by big businesses. 
Market structures depend on access to finance; if big busi- 
ness captures financial institutions, the economy is likely to 
have monopolies. And this creates its own risk. Big busi- 


ASHOK V. DESAI 


BREAK UP BANKING 





THE BUSINESS OF 
PROVIDING LIQUIDITY 
SHOULD BE SEPARATED 
FROM THAT OF SELLING 
JUDGEMENT ON 
BORROWERS 






nesses would tend to favour themselves as borrowers; and if 
one of them fails, it would take its own big bank with it. 

Thinking about banking reforms leads to an impasse be- 
cause the concept of a bank is itself flawed. A bank com- 
bines two businesses. One is to sell to its depositors its 
knowledge and judgment of borrowers. The other is to as- 
sure them of greater liquidity of their deposits than if they 
lent out the money themselves. As banking has expanded, 
the chances that money taken out of one bank will be de- 
posited in another have risen. So the banking system faces 
negligible liquidity risk. And if a regulator undertakes to bail 
out banks, the risk disappears for individual banks as well. 

This business of providing liquidity should be separated 
from that of selling judgment on borrowers. Since the liq- 
uidity provision carries little risk, any number of competi- 
tors can be permitted; they would all provide only current 
accounts, but would pay interest based on their earnings. 

Let us call them ligs. They must invest the deposits 
they take in highly liquid securities with mini- 
mum capital risk — in call market instru- 
ments and liquid, short-term securities. 

Banks, which sell their judgment of 
borrowers, must not be allowed into 
this deposit-taking business. Instead, 
they may issue short-term liquid se- 
curities, and sell them to the liqs. Or 
they may lend money against short- 
term hundis, and sell the hundis with 
their own repayment guarantee to the 
ligs. It would be better if liquidity was 
also provided by markets in hundis, 
which may be issued by banks, or may be 
borrowers’ hundis with or without a bank 
guarantee. Each city must have a market run by 

brokers and served by a trade guarantee corporation. 

A market embodies a collective judgment about the 
creditworthiness of the security issuer; prices of the hundis 
of different borrowers will be an index of their soundness. I 
had said earlier that a local bank would have better knowl- 
edge of local borrowers; a local hundi market can make that 
knowledge public. Once such markets begin to function, 
they will make a ‘hundi mutual fund’ or humf. A humf 
would invest in hundis all over the country and raise money 
for the investment by selling units to investors at net asset 
value. Thus, savers would have a choice between thousands 
of ligs and humfs; there would be no lack of competition. 
And banks will have markets to offload risk and manage liq- 
uidity. Together, the three would serve the same purpose 
better at a lower cost. 





The author is consultant editor, The Telegraph. 
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NSE-FUTURES 
Derivatives 
could fuel 
market rally 


T was a red letter day for the deriva- 
tives marketin India. On 26 June, vol- 


umes in the futures and options seg- | 


ment on the National Stock Exchange 
(NSE) touched Rs 5,114.7 crore — an all- 
time high. This was 36% higher than 
cash segment volumes. According to Vi- 
neet Bhatnagar, managing director, Re- 
fco Sify Derivatives, “Rollover to July de- 
rivatives was particularly strong on the 
expiry of June contracts. Therefore, there 
are more signs that the current rally is 


likely to continue albeit with some | 


minor corrections.” 

Punters are betting the action in the 
derivatives market may aid the ongoing 
rally. “The derivatives market can give 


FUTURE SHIFT 


Futures and options 


May 2003 Nov 2001 





market volume mix 





Stock future 60 | | 
“index future 14 | | 
“Stock options 22 | | 
Index options > 4 | | 
All figures in % aes 


investors an important insight into the 
market’s sentiment by tracking Put/Call 
ratios’ build-up in open interest (total 
number of contracts outstanding) and 
implied volatilities,” adds Bhatnagar 
Besides the surge in volumes, there 
has also been a fundamental shift in the 
nature of activity in the derivatives mar- 
ket (See ‘The Future Shift’). Launched in 
2001, options initially met with an aver- 


age response because many investors | 


found it difficult to understand their the- 
oretical basis. In contrast, stock futures, 
which were launched in November 
2001, were an instant hit due to their rel- 
ative simplicity. Volumes in this segment 
have increased exponentially as more 


scrips have been added. In absolute | 


terms, the volumes of options have in- 
creased by 2.4 times over this period, 
while the futures segment has shot up 
5.8 times. Interest-rate futures, launched 
on 24 June, are expected to further fuel 
the ‘interest’ in derivatives. E 

ASHISH AGGARWAL 








CAS UPDATE 


Itisn't a free market 


With just a week to go for the shift to the 
Conditional Access System (CAS), negoti- 
ations have reached fever pitch. Last 
week, the government announced major 


| concessions — it offered to withhold the 


penal provisions of the Cable Act, allowed 
dual feed (pay channels could be broad- 
cast with or withouta set top box) and re- 


| laxed the upper ceiling of Rs 200 on cable 


TV bills. Broadcasters cut proposed prices 
and the total bill for all channels 
dropped. But cable operators are arguing 





against dual feed. It was in this backdrop 
that BW’s M. Anand met Pawan Chopra, 
secretary, information and broadcasting. 
Excerpts from the interview 


E Is the government interfering too 
much. Should it dictate subscription 
charges? 

Itis very simple to say leave it to the mar- 
ket forces. But there is no symmetry of 
information in the cable industry. The 
consumer can't differentiate between a 
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RAMESH VANGAL 


A spirited return 


AMESH Vangal, the man who | 
brought in Pepsi and Seagram 


into India, has weaned away a se- 
nior executive from Seagram's Indian 
operations to start up a new spirits ven- 
ture named Speat based in Bangalore. 


Earlier this week, Vangal signed up | 
Kaushik Chatterjee, who is head of sales | 


at Seagram's western region, for a top 
management role in the new venture. 
Speat will import low-cost scotch and 
wines and then market them in India. 
While the exact details of the venture 
are still being worked out, the Thailand- 
based TCC Group, an emerging market 
liquor giant, may pick up a substantial 
stake and an as-yet-unnamed Indian 
player is likely to pick up the rest of the 


T 





stake. TCC owns the largest single liquor 
distillery in South East Asia and domi- 
nates the Thai liquor and white spirits 
market with more than 80% share. Van- 
gal, however, denied his involvement in 
this new venture in an email reply to BW. 

Interestingly, as chairman of Sea- 
gram’s Asia-Pacific operations, Vangal 
was responsible for the growth of the In- 
dian business. He also hand-picked 
Param Uberoi, a former Pepsico market- 
ing professional, to head Seagram India. 
A few months ago, Vangal sold offhis mi- 
nority stake in Seagram for a sum of $54 
million to Euro 3.4-billion French liquor 
giant, Pernod Ricard, the new owners of 
Seagram. Vangal is said to be still close to 
the Bronfman family, which owned Sea- 


pay and a free channel. Multi-System 
Operators (MSOs) and broadcasters 
function in an oligopoly. And most cable 
operators enjoy a local monopoly. This is 
nota free market. 


Œ Internationally, it has taken years to 
roll out CAS. But the government 
insisted on a six-month deadline. 

If we had not fixed a deadline, the Act 
would be lying in the library. It would not 
have been implemented. 


@ But it has triggered so much chaos 
and spite within the industry. 

Each player wanted to have the best 
piece of the new cake. As the latent ad- 
versarial relationships in the cable in- 
dustry came out into the open, we have 
tried to address them and facilitate a 
compromise. Broadcasters may make 
less advertisement revenues for a couple 
of quarters, but they will gain in the long 
run. Now, broadcasters have to make an 
offer that the customer cannot refuse. 
But the industry has let its revenue-shar- 
ing disputes overshadow the larger ben- 
efits. It is unfortunate that they used a 
government forum for the purpose. 


@ What if they don’t fall in line? 

We would like the industry to regulate it- 
self. If it cannot, then we must step in. 
The next step is to put a regulator in 
place. But regulation cannot be accom- 
plished through fiats alone. Part of the 
problem will be solved when we have 
multiple distribution avenues like di- 
rect-to-home(DTH). | 
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gram before Vivendi Universal finally 
took shape. 

For the past few weeks, the market 
has been abuzz with news of senior Sea- 
gram executives quitting the liquor 
multinational to join hands with Vangal. 
Although other Seagram executives 
have also been tapped, only Chatterjee 
has chosen to move out so far. a 

INDRAJIT GUPTA & SHISHIR PRASAD 
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VIEWPOINT : TONY JOSEPH 


CAS: The 
Original Sin 
HAVE finally understood the full meaning of the 
l phrase Conditional Access System (CAS). It is a 
system designed to create conditions for the 


government to access the media and interfere in its 
workings. 


Look at how far we have come in two months. The government is virtually 
dictating what rates the channels can charge their viewers and in what manner. 
There can be no bulk pricing for channel bouquets, only individual pricing for in- 
dividual channels. The government is also threatening to decide how many ads 
a pay channel can carry. | have no particular sympathy for the channels, but | 
don't like big government interfering in things that should be left to normal 
market forces. Experience shows that once the government puts its foot in the 
door of an industry, it is very, very difficult to get it out. That is because politics 
has its own dynamics, and follows neither economic reason nor business logic. 

Right now, for example, it seems to have been accepted by everyone — the 
broadcasters, the cable operators and most of all, the public — that it is the go- 
vernment's duty to make available “reasonably priced” visual entertainment for 
all couch potatoes. This is ridiculous. In a country where governments can’t en- 
sure water and electricity supply to its citizens, and millions go without health- 
care and education, price-controlling television serials is an act of sublime farce. 

But if the price of cable TV becomes as sensitive an issue as the price of 
onions, and if media barons find themselves bowing and scraping before New 
Delhi's bureaucrats for favours in the future, they should remember one thing: 
they brought it upon themselves. You can't first nudge the government into im- 
posing CAS and then complain when it insists that they keep channel prices low. 
Broadcasters, it seems, want it every which way. First of all, they want CAS to 
happen somehow so that they can rake in subscription revenues. Then again, 
they don’t want it to happen so suddenly that their viewership figures go for a 
toss. And, of course, they don’t want the bother of sorting out their differences 
with cable operators themselves; they would rather have the government do it. 
In short, the broadcasters want all the money, and none of the sweat! 

The government, also, bears its share of the blame for the mess we are get- 
ting into. Like the man with a hammer in hand who thinks everything that sticks 


out is a nail to be hit, governments think that every problem is best solved with 


a law. That is old style thinking. Governments would do well to legislate less 
and facilitate more. Instead of imposing CAS through fiat, the ministry should 
have sat down with the industry players and guided them onto a solution that 
served everyone's interests. For example, the ideal thing to do would have been 
for two or three leading pay channels to come together, identify a small, but 
high-income area such as Gurgaon to begin with, work out a deal with the local 
cable operators so that it makes economic sense for them to drive the switch- 
over to CAS, learn from the experience, make corrections and introduce it local- 
ity by locality. Such a solution would demand some leadership and a lot of 
sweat, but it would be more durable, more correctable and potentially less dan- 
gerous from a liberal democratic point of view. a 





Consulting Editor Tony Joseph can be reached at: tony@bworldmail.com 





~~» the substance. After all, it was this PM’s 


that they had failed to extract their 





SINO-INDIAN TIES 


The lotus & the dragon 


The PM’s trip to China signals an ideology shift in the BJP 


T'S ironic that the most forceful 
reiteration by India of China’s con- 
trol over Tibet should have come 
from the head of a BJP-led govern- 
ment. It’s ironic because just five 


years ago, the same prime minister had | 


< named China as India’s main security | 
threat in a letter to the then president of | 


the US, Bill Clinton, in the wake of the 
-1998 Pokhran nuclear tests. It’s even 


- more ironic because the same prime 
- Minister's defence minister is George 


Fernandes, long-standing sympathiser 
- of the Tibetan freedom struggle, who not 
so long ago denounced China as India’s 
“enemy number one”. 
If the Chinese have succeeded in giv- 
-ing the impression that they got 
more out of prime minister Atal 
. Bihari Vajpayee's six-day sojourn 
. to their country than the Indian side 
-< got out of them, it may have some- 
» thing to do with the context rather than 


party that had criticised Rajiv 
Gandhi's path-breaking visit to 
China in 1988. And it was the same 
PM's party in an earlier avatar, the 
Jan Sangh, which had opposed 
Jawaharlal Nehru’s China policy. 
For the Chinese then, Vajpayee’s 
visit represented the fall of the last 
fountainhead of anti-China ideol- 
ogy in India. It was enough reason 
to celebrate. It mattered little that 
the Indian stand on Tibet had not 
changed significantly from 1954 or 


* deepest desire, to get the phrase “in- 
alienable part of China” added to the 
formulation on Tibet in the joint 
declaration. And vice-versa. 
Although there were no tan- 
gible gains for the Indian 
side, either in terms of for- 
mal recognition for 
Sikkim or an assurance 
that covert nuclear and 
military assistance to Pak- 
istan will stop, the Chinese 
gave enough indication that 
they are looking at India with 
new eyes. Call it pragmatism. Or 
call ita post 9/11, post Iraq syndrome. 


































The Chinese were clearly eager to put 
the Pokhran hiccup behind them and do 
business with a party that has been tra- 
ditionally inimical to them. 

The Chinese, commented a Foreign 
Office source, are great ones for symbols. 
And there were plenty sprinkled through 
the visit to please the Indian side. One 
was the speed with which Chinese 
prime minister Wen Jiabao accepted Va- 
jpayee’s proposal for a political repre- 
sentative to lead the ongoing border 
talks. The suggestion was sprung on the 
Chinese in the morning when the two 
PMs met. Normally, the Chinese system 
takes an inordinate amount of time to 
process such proposals because of its 


lengthy system of consultations. The In- | 


dian team was surprised to find its 


that same evening and the an- 
nouncement was included in 
the joint declaration, 
)\ signed just eight hours 
A after the proposal was 

i first mooted. 
Another impor- 
tant gesture by the 


counterparts giving the green signal 





Chinese was the level of protocol ex- 
tended to Vajpayee. A Cabinet ministér 
was deputed for every meeting Vajpayee 
attended, whether it was with Chinese 
businessmen or his addressing a gather- 
ing at the Beijing University. This went 
beyond normal courtesies, remarked a 
pleased Indian diplomat. 

After a false start following Vajpayee’s 
controversial letter to Clinton, which al- 
most sent bilateral relations into deep 
freeze again, the two Asian giants have 
moved forward in the quest for a mutu- 
ally beneficial partnership. And this 
time, for the first time, they inked it in 
the form ofajoint declaration which lays 
out the most clearly defined framework 
to date of principles which will guide the 
relationship. 

Both nations stand to gain substan- 
tially in economic and commercial 
terms from any improvement in bilat- 
eral ties. (See ‘The ball is in industry's 
court’) But the real significance of Vaj- 
payee's visit must be seen in the interna- 
tional political context. It is another and, 
perhaps, the most important so far, step 
towards bringing multipolarity into a 
unipolar world dominated by the US. 
Foreign Office sources point out that 

today, most nations are trying to 
create “a series of fluid alliances, 
political, economic and strategic, 
to secure and protect their in- 
terests and concerns”. In- 
dia, for instance, has sepa- 
rate partnerships with the 
European Union, Asean, 
Russia, the US and so on. 
It is also engaged in 
strategic dialogues 
with several nations in- 
cluding the US, the UK, 
Japan, France and Russia. 
Vajpayee’s visit has 
brought China into this ambit 
of multipolarity. While South 
Block mandarins fight shy of us- 
ing the term ‘balance’, clearly 
S any development of a Sino-Indo 
= partnership will be a counter- 
= weight to the American pres- 
a ence in thisregion in the after- 
3 math of the Afghanistan War. 
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PIYUSH BEHL 


“The ball is in industry's court” 


WHATEVER the political gains of prime minister Atal Bihari Vajpayee’s China 
visit may turn out to be, Indian industry is certainly upbeat about the 
economic and commercial potential of improved bilateral ties. 

Piyush Behl, senior director, Confederation of Indian Industries (CII) who 
will head the confederation’s newly-opened office in Shanghai and who was 
part of the business delegation that accompanied the PM on his visit, speaks to 
Businessworld about the trip and the possible gains. 


@ What are the gains for Indian industry from the prime minister’s visit? 
Things are moving in the right direction politically and this will help develop 
economic and trade ties. The ball is now in industry’s court. Trade will, of 
course, happen, but we need to now concentrate on increasing Indian 
investment in China. 

We must identify investment opportunities for Indian industry. Offhand, I 
can think of a few like auto components and, of course, information 
technology. There are 30 provinces in China and that's like 30 countries. 
There are opportunities galore for us. 


@ The prime minister mentioned combining Indian software with Chinese 
hardware. What is the scope? 

There is a lot of respect in China for Indian software skills. What we need to 
look at are areas like IT engineering, software architecture and integration, 
that is management of software. We must encash on the opportunities 
available to us. 

There is a feeling here that if we part with too much, the Chinese will 
outstrip us in a few years. Well, if we don't seize opportunities, other 
countries like Hungary, which also have software skills to sell will step in. I 
feel if China has to be ahead, it will be so anyway, with or without us. 


@ Were any deals signed during the PM’s visit? 

Well, we signed two significant MoUs. One was with 
the Pudong Software Technology Park in Shanghai 
for promoting Indian software investments in the 
area. The other was with the Shenyang 

Information Industry Bureau, which looks at co- 
operation in areas beyond IT. These were the only 
two agreements signed, as far as I know. 











DILEEP PRAKASH 


@ What kind of economic and commercial 
potential are we looking at? 

Out trade last year was $5.2 billion. In the 
first four months of this year, it has already 
crossed $2.3 billion. And if it continues at 
this rate, it is all set to cross $7 billion by 
the end of this year. By the end of 2004, I 
envisage that trade between the two will 
be at least $10 billion. 


@ Will the opening of the Nathu La Pass 
signalling the reopening of the old Silk 

route make a difference? 

Not in the short term. Most of the stuff in 
the basket of India-China trade — like 

steel and iron ore — has to be shipped. We 
should instead concentrate on developing ` 
our ports. 





SINO-INDIAN TIES 


Through the various agreements signed 
during the visit, through mutual com- 
promise on contentious issues like Tibet 
and Sikkim and through the decision to 
accelerate the pace of resolving the bor- 
der dispute, India and China have both 
signalled to the world that their mutual 
differences need not stand in the way of 
cooperation on common areas of inter- 
est and concern. 

And these could include sensitive is- 
sues like Kashmir, in which China has a 
stake because of the patch of POK land 
Pakistan ceded to it to build the Karako- 
ram Highway. 

Of course, our primary concern, and 
possibly the supreme irritant in relations 
with China remains unaddressed, that 
is, the Beijing-Islamabad nuclear and 
military nexus. Vajpayee refrained from 
raising it with the Chinese this time, real- 
ising that he would only suffer the same 
denials his predecessors have heard. 
The thinking in the Foreign Office today 
is that instead of con- 
frontation, it would 
be wiser to encourage 
China to build a stake 
in India, which could 
then be used as lever- 
age to push Beijing on 
India’s Pakistan 
concerns. The 
stake would have 
to be both eco- 
nomic and political 
and the Foreign Office 
is hoping the process has begun. 

There's a long and rocky road ahead 
before the signals seen during the visit 
fructify into substantive gains. But the 
fact that both the Chinese and the Vaj- 
payee Government have managed to 
shed their mutual antipathy and look 
ahead is in itself a sign that changing in- 
ternational realities, particularly after 

9/11 and the Iraq War, have forced 
them to be hard-nosed, rather than 
emotional, in their assessments. 

In his address at Beijing Univer- 
sity, the Indian prime minister said: 
“We should focus on the simple 

truth that there is no objective 
reason for discord between us 
and neither ofus is a threat to the 
other. These simple but pro- 
found principles should form the 
bedrock of the future India- 
China partnership.” 

Whether this will lead to the 
“tryst with destiny” that Vajpayee 
envisaged in the same speech re- 
mains to be seen. Ds 

ARATI JERATH 
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NTEREST rates will go 

down and they will not go 
down. Uh? You could blame 
the Reserve Bank of India 
(RBI) for sending out this 
thoroughly confusing mes- . 
sage to the markets. Deputy 
governor Rakesh Mohan 
said on 26 June that the 
repo rate — a benchmark 
rate that the central bank 
uses to signal its intentions 
— will not be cut “for quite 
some time now”. A day 
later, RBI governor Bimal 
Jalan said the central bank 
had a “soft stance on the 
repo rate”. The bond market 
bounced around in panic. 

There is a simple way to 

assess whether our short- 
term interest rates are too 
high. Ideally, the cost of 


t 


OUTSOURCING 


Gains despite 





money should be roughly 
equal in all countries. Other- 
wise, arbitrageurs will bor- 
row money in one country 
and invest it in another. 
Take India's case. Global in- 
vestors can borrow in the 
US at 1.5%, take forward 
forex cover at another 1.5%, 
and buy a local bond yield- 
ing 6%. That's a clean 3% 
profit. No wonder foreign 
capital is pouring into the 
debt market. 

The repo rate should 
ideally be equal to the sum 
of the US federal funds rate 
(1%) plus the one-year pre- 
mium on the dollar (1.5%). 
That's 2.5%, or 2% lower 
than the current level. The 
RBI can now do one of two 
things: it can slash the repo 





rate or it can continue to 
mop up the foreign capital 
that is being sucked in by 
high interest rate differen- 
tials. Let's see what it does. 


HE government's figures 

for GDP growth in 2002- 
03 (4.3%) are a shock. Its 
statisticians had earlier said 
the economy would grow at 
4.4% in the fiscal year gone 
by. Many economists had 
assumed the final GDP 
growth figures would be 
closer to 5%. Some feel the 
government is deliberately 
understating the growth 
figures. Why? Remember: it 
will be election time soon. 
Keeping a low base for the 
previous year will help this 


government report a huge 
growth figure for 2003-04. 
It will be a good selling 

"point for the vikas purush. A 
conspiracy theory? We'll 
keep you posted. 


HE IMF has selected In- 

dia for its Financial 
Transactions Plan, which 
bails out troubled countries. 
So, we are now creditors to 
the IMF, rather than borrow- 
ers. Along with the prepay- 
ment of foreign debt, this 
development is another 
proof of how reforms have 
strengthened the economy. 
Standard & Poor's still slaps 
India with junk status, but 
who cares? a 

NIRANJAN RAJADHYAKSHA 





TITAN INDUSTRIES 


The hands begin to move 


flat budgets 


MERRILL Lynch survey of 50 For- 

tune 1000 CIOs conducted in May 
expects outsourcing to Indian vendors 
to grow only marginally to 4.2% of the IT 
budget, from 3.8%. The survey cited 
three key reasons for the slowdown in 
offshoring: anxiety about loss of control, 
varying corporate cultures and geo-po- 
litical risks. 

While prices declined by 0-9% for 
33% of the users of Indian IT services, the 
percentage of users expecting such de- 
clines jumped to 60% for 2003. Market 
prices for traditional application main- 
tenance or development work, likely at 
$17-21, may fall by 5-10%. But, there are 
at least three reasons to cheer. 

E Though 52% preferred to outsource to 
their own subsidiaries in India or to the 
US/European vendor's arm, Indian ven- 
dors score over global vendors when 
work is offshored to a third party. 

E 90% of respondents using India off- 
shoring are satisfied. Seventy-one per- 
cent of the users saved 21-50% costs. 

E The number of CIOs who plan to do 
BPO in India went up from 8% in 2002 to 
23% in 2003. = 





IT hard by a two-month lockout | 
in its factories, Titan Industries 


has been able to hammer outa | 


ably short of the Rs 495 crore target, as 
watch sales fell from 5.65 million to 5.5 
million. As a result of the strike, the last 


compromise solution with its workers. | quarter sales dropped to Rs 146 crore 


Effective from 1 April 2003, 1,800 work- | 


ers are to get a monthly increment of 
Rs 2,000 per month (as against their de- 
mand of Rs 3,500). 
The new wage agree- 
ment will burn a hole 
of Rs 4.3 crore in Ti- 
tan’s bottomline. But 
Titan MD Bhaskar 
Bhat has managed to 
getin some contin- 
gency plans with the 
workers. Two separate 
wage agreements 
have been signed with 
the watch and jew- 
ellery division work- 
ers. Titan, so far, had a 
common union for 
both categories. Bhat 
has also convinced the unions to agree 
to avariable componentin their salaries, 
linked to company performance. 

Last year, the watch division's (Titan's 
flagship business) turnover, fell from 
Rs 458 crore to Rs 453 crore, consider- 





from Rs 181 crore. In fact, the company’s 
showing could have been far worse, had 
itnot been for the 29% growth in the jew- 
ellery business, once 
considered a mill- 
stone around its 
neck. But Bhat claims 
that watch sales are 
back on track with a 
25% growth in the 
first quarter this year. 
Last month, Ti- 
tan's watch business 
was split into two 
SBUs; Titan and 
Sonata. While Titan 
will be the premium 
brand and will focus 
~2 on driving multiple 

ownership of 

| watches, Sonata will target the first time 
| owner. This will also prevent Sonata 
| from cannibalising Titan's sales — a big 
| concern. It remains to be seen if this fo- 
| cussed approach helps. E 
MITU JAYASHANKAR 
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BROADCASTING 


Trying out a new tune 


Will revenue-sharing be the answer to FM radio’s troubles? 


FTER striking several 
discordant notes, FM radio 
operators may finally be 
able to hear some 
sweeter tunes. The 
ministry of information and 
broadcasting (I&B) is evaluat- 
ing a long-standing industry 
demand for a switch from a 
licence fee to a revenue- 
sharing mode. “We are tak- 
ing a complete relook at the 
privatisation of radio. 
Revenue sharing is 
one of the possibil- 
ties being evalu- 
ated,” I&B secretary 
?awan Chopra told 
Businessworld. 

For FM operators, all of whom 
are struggling to pay the 
Rs 9.75-crore licence fee (with a 15% 
2scalation every year), this will spell wel- 
zome relief. The FM business is reeling 
Inder the burden of fixed costs of 
%s 6 crore and variable costs of Rs 2-3 
crore, besides the licence fee. With the 
otal addressable market for radio 
egged at only Rs 110 crore nationally, 
here is not enough revenues even to just 
ibsorb those costs, leave alone make 
drofits. In Mumbai, the largest ad market 
n the country, just the licence fee was 
nore than double the revenues in the 
irst year. 

But the poor profitability of the FM 
yperators is not the ministry's only con- 
‘ern. The second, very real, fear is the 
vossible birth of a monopoly. In Mum- 
‘ai, for example, Win 94.6, a channel 
‘romoted by entrepreneur Gautam Ra- 
lia defaulted on licence payments ear- 
ier this month. Radio Mid-Day’s GO 
2.5 has reportedly lost Rs 11 crore in the 
irst year and has warned it may be 
orced to go off air if the licence fee is not 
ut. Given the rate at which players in 
Mumbai are falling by the wayside, there 
ould soon be just one survivor. 

“If the government, through its ac- 
ions, creates a situation where only one 
layer is left standing, then is it right for 
hem (government) to create a private 
nonopoly?” says Tariq Ansari, manag- 

















ing director, Mid-Day Multimedia. 

The industry is convinced that rev- 
enue-sharing is the way out. “With the 
current cost structure it would take the 
operator at least 8-9 years to generate 
enough cash to catch up with the costs. 
But once revenue-sharing comes in, it is 
at least possible for a station to run for 
five years,” says the CEO of another 
Mumbai-based FM outfit. 

The third worry is a lack of diversity 
in FM radio programming. “Privatisa 
tion cannot lead to a mono-culture,” 
complains Chopra. Industry sources ar- 
gue that revenue-sharing will solve this 
problem too. The end of the licence 
regime will mean very 
simply a proliferation 
in FM channels. The 
FM frequency band 
ranges from 88 MHz to 
108 Mhz. Each band of 
1 Mhz here can ac- 
commodate three sta- 
tions. So almost 50 sta- 


Mid-Day’s Ansari is 
leading the chorus for a 
cut in licence fees 


LP, 











tions can be accommodated in each city. 
And that is when the market will expand 
rapidly and the radio listenership will 
move from 60% to 95%. Why? Today, 
you get to see the same program 
ming across all the channels. This 
lack of diversity means that lis 
teners’ specific interests are not 
represented. So once more 
channels come in you will 
have a Carnatic station, a yoga 
station and a jazz station 
“I will welcome entry of 
more stations because that 
will meet the stated objective 
of the government of expand 
ing the market for FM Radio. I 
would say that instead of four 
players in a circle let us have 10,” 
says Ansari. “Radio is a small per 
son’s business and the switch to rev 
enue share will help many smal! opera 
tors start diversified stations with a 
capital of around Rs 4-5 crore,” says an 
other operator. 

For some time now the industry has 
been collectively clamouring for relief 
It even tried things like deliberately de 
laying licence fee payments to persuade 
the government. “Though the licence 
fee bidding was done in total trans 
parency, the industry is arguing that the 
dotcom phenomenon (the bidding was 
done at its peak) had skewed valua 
tions,” says Chopra 

Over the next few weeks, the I&B 
ministry will be trying to address a wide 
range of ticklish questions. Will revenue 
sharing really be beneficial to all stake 
holders in the long run? Should FM fol 
low the telecom route, or is there a better 
way of doing it? Should 
operators be asked to 
give up protected mar 
kets in return for rev 
enue sharing? Should 
operators be forced to 
co-locate? These ques 
tions have to be an 
swered before a new 


< e 

= FM policy can be 
= drawn up wi 
z M. ANAND & 
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IT BACKLASH 


The new slowdown 


Forget stricter visa regulations, delays are the problem now 


RE visas being used as non- 

tariff barriers? There are 

visible signs of tightening | 

visa regulations; from work 

permits to student visas for 
the US and some European destina- 
tions. India Inc., especially, is worried | 
over the inordinate delay in getting work 
visas (like L1 for inter-company em- 
ployee transfer and H1B) for the US and 
other countries. 

Last year, an employee — with either 
an Indian or a multinational company 
— could get an L1 visa in two weeks after 
completing all the paperwork. No addi- 
tional documents were required barring | 
what was sought in the application. H1B 
visas took 6-8 weeks to process, while | 
work visas to European countries were | 
available in a maximum of 12 weeks. 

In the last 4-6 months things have 
changed drastically. The L1 visa takes 6- | 
12 weeks; H1B at least 10 weeks. Work | 

























visas to Europe, particularly the Benelux 
countries (Belgium, Netherlands, Lux- 
embourg) and Switzerland, take 20-25 
weeks, Says Laxmi Narayanan, president 


and COO, Cognizant Technology Solu- | 


tions: “The level of scrutiny has in- 
creased. Delays are unpredictable. This 
is not just for the US, but also for Europe. 
There are no signs as yet of a crisis, but 
visas can potentially be used as non- 
tariff barriers.” 

Adds Nasscom president Kiran 


Karnik: “Curbs on visas like L1 will cre- | 


ate operational difficulties. Restraints 
can impact velocity and efficiency of 
business.” Nasscom has initiated a fo- 
rum to contact member companies and 
visa authorities of the countries to which 
a lot of IT professionals travel in a bid to 
iron out the problems. 

The problem, says Narayanan, is not 
simply the delays, “but the uncertainty”. 
As he says: “If we were assured that a 
work visa will take 15 or 20 weeks we can 


prepare accordingly. But here, it’s not | 


just the longer waiting period, but also 
whether the candidate will be given the 


visa at all after the waiting period and the | 


kind of additional documents that might 
be required. Our reject rate at present is 
less than 1%.” 

The kind of scrutiny that embassies 


now seek points to a forced delay. In the | 
case of the Netherlands, possibly the | 


worst visa delay culprit, officials now in- 


sist on visiting the candidates’ place of | 


birth to check hospital records them- 
selves or even insist on meeting the 
priest who conducted the applicants’ 
wedding — birth and marriage certifi- 
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cates are no longer sufficient. 

On its part, the US embassy may ran- 
domly call employees for taking their 
fingerprints or for an interview — the 
date for which is fixed at least four weeks 
after the papers are seen by the embassy. 

Thankfully, work visa use is dropping 
as companies are looking to reduce on- 
site work. The number of Indian IT pro- 
fessionals travelling to the US on the 
H1B visa dropped from 77,000 in 2001 to 
33,000 in 2002 and Nasscom estimates it 
will further go down to 30,000 in 2003. 

Says Sujay Chohan, vice-president 
and research director (BPO), Gartner: 
“The share of onsite work is falling, with 
less than 40% now done on client 
premises,” Adds Karnik: “Now, offshore 
revenue accounts for 60% of the total.” 

A critical catalyst in the US work visa 
episode is some Americans’ view that 
the visas are being misused. This has led 
Congressman John L. Mica to introduce 
an L1 Bill (HR 2154), which seeks to ‘pre- 
vent an employer from placing a non- 
immigrant who is an inter-company 
transferee with another employer.’ 

Says Narayanan of Cognizant: “In- 
dian companies took advantage of the 
speed of L1 processing and no wage 
floor. Our wages to employees going to 
the US are on a par with the prevailing 
local wage, while a lot of companies 
send employees at 25%-30% less salary.” 
HCL Technologies says it anticipated 
such an issue and about six years back 
started reducing the onsite component. 

Today, HCL Technologies’ offshore 
work is 80% and onsite 20%, compared 
with about 45%-55% onsite work for 
Wipro, Infosys Technologies 
and Tata Consultancy Ser- 
vices. Says Ajai Chowdhry, 
HCL Technologies founder 
and board member: “Visa 
tightening will affect the rev- 
enues of companies whose 
onsite component is signifi- 
cant.” The way out for soft- 
ware companies is to increase 
their offshore component and 
prepare better delivery 
capabilities. E 

SHELLEY SINGH 
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A: Indo-American School of 
Business, MBA is not considered a 
course that can be arranged in the 
classrooms for you. It is envisaged as a 
voyage through exhaustively created 
learning situations. Leading to varied 
and interesting experiences, discoveries 
that transform you into a well-rounded 
professional, a Global-MBA. 


Whatever might be your goal. Proceeding 
to a higher professional qualification as 
a fresh graduate. Accelerating your career 
progression as a working executive. Or 
surpassing your father's achievement in 
any line of business. As a Global-MBA, 
you are assured to go places. 


The salient features of G-MBA : 


m 500 professional managers working in 
diverse industries form the core faculty 

@ Theoretical and practical input 
throughout the duration of the course, 
conducted one month each at various 
business capitals - Delhi, Mumbai 
Kolkata, Ahmedabad, Bangalore, Chennai 
and Hyderabad. 

Æ Students evolve into global managers 
through real time experience, an unheard 
of concept in any business school. 

@ Specialisation in three disciplines - 
Marketing, Human Resources and 
Finance 

@ Internship for one full year with three 
different companies 


The course for the future needs : 


In the words of a renowned academician 
"Global-MBA of IASB is designed to go beyond 
the scope of academics, and aims at total 
evolution, which, I believe will trigger 
revolutionary changes in the lives of generations 
to come as the entire learning is through 
experience & exposure. In essence G-MBA is a 
long awaited program addressing the present 
needs and factoring the needs of foreseeable 


future." 
- Dr. Gopal Krishna Reddy 


Former Vice-Chancellor of Andhra University 


IASB) 


INDO-AMERICAN SCHOOL OF BUSINESS 


47-14-18, Dwarakanagar Main Road, Visakhapatnam 530 016 
Tel: +91 891 2701445/2543732 Fax: +91 891 2531046 
E-mail: iasb_vizag@yahoo.com 


Visit www.indoamericanin.org 
or call +91 98483 55710 / 98484 98956 


GDCAASB/020-03 





TWO-WHEELERS 
Riding 
slow on 
growth 


S the two-wheeler 
i growth engine losing 

steam? A meagre 1.5% 
growth in two-wheeler 
sales during April-May has 
left the industry worried. 
Even motorcycles, a seg- 
ment, which has seen over 
20% growth every year for 
the last three years, has 
grown by just 6.68% dur- 
ing April-May. And June 
doesn’t look any better. 
TVS Motor, one of the best 
performers in the motorcy- 
cle category mustered a 
mere 4.6% growth during 
June and an 8.5% growth 
during the first quarter. 

But surprisingly the 
stock markets aren't wor- 
ried. Three two-wheeler 
stocks — Hero Honda, 
Bajaj Auto and TVS Motor 
have registered smart 
gains last month. Do the 
markets know something 
we don't? E 


AUTOMOBILES 


Global trouble, 
Indian worry 


NTERNATIONAL 
auto majors 
Ford, General 


Motors, Daimler- 

Chrysler and Fiat 
are grappling with 
what may well be their 
worst year in more 
than a decade — Euro- 
pean and North Amer- 
ican sales are likely to 
drop 10% this year 
and profit forecasts 
are being replaced by 
loss warnings. 

The ripples of their struggle are bound to 
be felt on their Indian operations as well. For 
starters, the Indian subsidiaries of General 
Motors (Rs 518.4 crore loss in FY 2001), Ford 
(Rs 101.01 crore loss) and Fiat (Rs 1,221.8 crore 
accumulated losses) will be under pressure to 
improve profitability. Second, the India 
bound product pipeline may be squeezed. 
“When the parent becomes weak, the child 
can never grow stronger,” says A. P. Gandhi, 
former president of Hyundai Motor India. 

For example, Ford (it is struggling with 
mounting losses and has announced it will 
cut output by 15% due to poor demand) plans 
to limit the number of new car platforms it will 
develop, in an attempt to cut $9 billion in costs 
by 2005. Instead, it hopes to launch up to 10 





Fiat chairman Umberto Agnelli: Uncertain days 


models from a single 
platform. This makes 
great economic 
sense. But it may alsc 
limit the choice ol 
products available foi 
the Indian opera- 
tions. Most of Ford’s 
platforms are in the C 
segment and above. 
That could limit Ford 
India’s ability to get a 
car in the popular B 
segment. 

Fiat India has bigger worries. Two weeks 
ago, Italian financial magazine Economy re- 
ported that Fiat was planning to close its In- 
dian plant as part of a global restructuring ex- 
ercise. Though these reports were strongly 
denied by Fiat India officials, Fiat has since 
announced it will shut 12 plants, mostly out- 
side Italy, in the next two years, and lay off 
12,300 workers. The company has not yet dis- 
closed the location of these plants. 

But if Fiats performance deteriorates, 
GM's worries would increase. That’s because 
Fiat has an option to sell out to GM between 
2004-09. That could spell more uncertainty 
for Fiat India. Remember that GM ignored 
Daewoo India when it acquired the ailing Ko- 
rean giant. Expect a rough road ahead. a 
M. ANAND 
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Offbeat Bollywood +mindlessness=Hit formula __ 


tors in Bollywood. Critics may have panned the Rs 25- 
crore Main Prem Ki Deewani Hoon, but initial reports 
from theatres suggest that the film might do well. Indeed, film 
writer Subhash K. Jha, after wit- 
nessing the audience reaction in 
Patna, sticks his neck out and 
says that it could cross the col- 
lections of Sooraj Barjatya’s 
earlier hit Hum Saath Saath 
Hain. In the last two months, 
six films with fairly hack- 
neyed storylines — Andaaz, 


C LICHES are working yet again for our industrious imita- 






Ishq Vishq Pyaar Vyar, Chalte Chalte, Bhoot, Jhankar Beats 


| and Haasil— have brought back the crowds. We're “back to 


good, ole, mindless Bollywood”, reported a daily. 
The year, which started with barely 10% attendance in cin- 
ema halls, is certainly picking up. June has seen a 10% rise in 


_ total audience numbers compared with the same month last 


year in the four PVR multiplexes in Delhi. As for revenues, well 


| Andaaz, budgeted at around Rs 9 crore, is said to have raked 
| in Rs 14-15 crore. Ram Gopal Varma’s Rs 8-crore Bhoot has re- 


covered its money and may make profits. And the low-budget 
Ishq Vishk has already collected about Rs 6.5 crore. 
Statutory warning: Trade figures are about as believable 


| as Bollywood plots. | 


1. Wendelin Wiedeking is the chief executive of which car company? 
(a) Volkswagen (b) Porsche (c) GM td) Lamborghini 


a 
i 


in which year did Hindustan Lever launch its rural marketing operation, Project Bharat? 
(a) 1990 (b) 1998 (c) 2000 id) 2001 


| 3. Which country’s passenger railroad system is called Amtrak? 
(a) USA (b) Canada (c) Singapore (d) Belgium 


| 4. Khwaja Abdul Hamied set up which company in India in 19352 
(a) Wipro (b) Cipla (c) Hamdard (d) Wockhardt 


Which company uses the baseline ‘Value beyond chemistry’? 
(a) Ciba Specialty Chemicals (b) DuPont (c) Novartis (d} 3M 


Which of the following owns Siti Cable? 
(a) Star TV India (b) Zee Telefilms (e) SAB TV (d) The Hindujas 


Which celebrity owns the Fatburger chain of restaurants in the US? 
(a) ‘Magic’ Johnson (b) Tiger Woods (c) Sylvester Stallone (d) Sharon Stone 


| 8. Who has been appointed IT advisor to the prime minister of Thailand? 
(a) N.R. Narayanamurthy (b) Azim Premji (©) Kiran Karnik (d) Nandan Nilekani 


9." Who heads the commercial vehicles business of the Tata Engineering and Locomotive Company (Telco)? 
(a) V. Sumantran (b) Ravi Kant (c) PM. Telang (d) A.P Arya 


10.*The QQ is a Chinese copy of which General Motors car? 
(a) lon (b) Matiz (c) Regal (d) Malibu 


The first contestant to give all the correct answers on the website www.amity.edu/bq will get a cosh prize of 
Please submit your ans in the } 
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Answers to AMITY BIZQUIZ # 91 
Which state's handloom emporium is known as Co-optex? Tamil Nadu 
Which Indian is the founder of Juniper Networks? Pradeep Sindhu 
in which company did Indian management legend Sumant Mulgaonkar make a significant contribution? Telco 
, Which company launched ice-cream parlours under the brand name, 91's, in the national capital region? Nirula’s 
|. Which shirt brand's summer collection for 2003 is called Riviera? Louis Philippe 
. With which retail chain would you associate B.S. Nagesh? Shopper's Stop 
. Who wrote the book The 100% Solution? Mark McCormack 
. Which company’s business process outsourcing unit is called Nipuna? Satyam 
9°. Which of these banks has not agreed to share its ATM network with the other banks? ICICI Bank 


40° Which company was recently directed by the Bombay High Court to pay its retired employees the pensions they were promised? 
The company had wanted to reduce all pension payments to present and future pensioners. Air-india 


Winners of AMITY BIZQUIZ # 90 
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7. Vikrant Sharma, Bangalore 8. Benjamin Premkumar, Chennai 9. Nirmal Kumar, Mumbai 40. Devinder Jit Kaur, Patiala 
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‘battle with a multinational competitor, political intervention 
and diplomacy at the highest levels. 


pick up a 20% stake in Sakhalin 1, the gas fields in eastern Rus- 
_ sia, bordering Japan. OVL suspected that it contained big oil re- 


order to clinch the deal, OVL had promised a premium of $100 
million bonus to the Russian government-owned oil company 


thought that it had the deal sewn up. 


(formerly British Petroleum), jumped into the fray. BP had also 
‘been eyeing the same 20% stake that Rosneft was selling, but now 





3 





Sudan (Greater Nile) 
1 OVL: 25% (Invest- 
US (North Hell Hole ment: $771 million) 
Bayou Prospect, 2 China National 
Lousiana) Libya (Ghadames Petroleum: 40% 4 
Oil India: 10% Basin) Petronas: 30% Syria 
McAlester Fuel: 60% OVi: 49% Sudan National Oil OVL: 60% 
Others: 30% IPR (US): 51% Company: 5% IPR (US): 40% 
Reserves yet to be Estimated oilreserves Estimated oil reserves Reserves yet to be 
estimated of 645 million barrels of 1 billion barrels estimated 


Rosneft, which was selling half its 40% stake in the field. OVL | 


IT’S astory that would make any corporate thriller seem tame. It : 
involved big bucks, intrigue in a foreign land, a bitter bidding — 


| the prize was even more attractive. BP upped the stakes in the 
game by offering $200 million premium to Rosneft. OVL was be- 


ing outbid by a powerful multinational. 
But BP had underestimated OVL’s determination to get a toe- 
hold in the Russian oilfield. Immediately, OVL managing direc- 


_ tor Atul Chandra informed Union petroleum minister Ram 


. Inearly 2001, ONGC Videsh (OVL) — the subsidiary of the Oil 
„and Natural Gas Corporation (ONGC) — was negotiating to — 


Naik in Delhi. Ram Naik pulled in the then finance minister 
Yashwant Sinha, who spoke with the prime minister pointing 
out that it was absolutely crucial for India to win the deal. Atal 


` Bihari Vajpayee picked up.the phone and spoke to Russian pres- 


serves, though it was known only for its gas till then and itwas — 
hoping to get a stake in the field before the oil was discovered. In — 


ident Vladimir Putin. 

In a complicated piece of economic diplomacy that saw In- 
dia agreeing to buy Russian arms for its military in return for 
Putin's intervention, the deal swung towards OVL once again. A 
joint Indo-Russian communiqué formally announced that the 


_ Sakhalin-1 stake would go to OVL. 


© And then, disaster struck. A day after OVL submitted its pro- | 
` posal, the oil reserve estimates of the Sakhalin field were an- | 
nounced, 1 billion barrels, and the $174-billion global giant, BP — 


Finally, diplomacy and business are coming: 
together to make a success of... nee 


It came through just in time. BP had pulled in British premi- 
er Tony Blair to intercede with Putin, But Blair spoke too late, or, 
perhaps, offered too little. By then, OVL had already got Sakha- 
lin. It was also the biggest single investment by an Indian com- 
pany till date —— the 20% stake will cost India $1.7 billion all told. 
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DINESH KRISHNAN 


Union petroleum minister Ram Naik: “Every effort is being made to ensure that the 





country will never suffer for want of oil or gas.” 








DILEEP PRAKASH 


ONGC Videsh’s Atul Chandra: “Major deals cannot go through without diplomatic help. 
The government has been extremely helpful.” 
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Iran (Farsi offshore) 
OVL: 40% 

Indian Oil: 40% 

Oil India: 20% 
Estimated reserves of 
540 million barrels 


7 


Yemen 

Reliance: 30% 
ONGC: 40% 

BP: 30% 
Reserves yet to be 
estimated 


@ Vietnam 
Myanmar Q— 


8 


Myanmar (A1 block 
off Rakhine coast) 
OVL: 20% 

Gail: 10% 

Daewoo: 60% 
Kogas: 10% 
Estimated reserves 
14-16 tcfof gas 


9 


Vietnam (Nam Con 
Son Basin) 

OVL: 45% (Invest- 
ment: Rs 980 crore) 
Petro Vietnam: 5% 
BP: 50% 

Estimated reserves of 
2.04 tcfof gas 
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Russia (Sakhalin-1) 
OVL: 20% (invest- 
ment: $1.7 billion) 
Exxon-N: 30% 
Sodeco: 30% 
SMNG-S: 11.5% 

RN Astra: 8.5% 
Estimated reserves of 
1.15 billion tonnes of 
oil and 20 tef of gas 





OIL 


ELCOME to the world of global oil deals — the 
most thrilling game in town. It is a game that the 
Americans, Russians and British, and, recently, 
the Chinese and the Malaysians, have been play- 
ing— and one which India has just joined in. Itin- 
volves picking up stakes in — and ideally control 
of — each key new oil field around the globe that 
gets discovered. It is a playing field teeming with sharks — and 
the Indian players are still minnows. OVL has a turnover of a 
mere Rs 2,622 crore. The other Indian player, Oil India, is 
around the same size at Rs 2,000 crore. Indian Oil Corporation 
(LOC), however, has a turnover of Rs 119,848 crore ($25.5 bil- 
lion), while Reliance Industries, India’s biggest private sector 
company and the only private sector player getting into the 
game, is all of Rs 60,000 crore ($12.8 billion). By comparison, 
the smallest of the global oil giants, TotalFinaElf, had a turnover 
of $94 billion (2002). The biggest, ExxonMobil, is a $191-billion 
giant with operations in 75 countries. 

That's not deterring the Indian players though. In the last 
four years, the Indian quartet has agreed to fork out nearly $3.3 
billion (Rs 15,510 crore) between them to pick up interests in 
oilfields in 10 countries including Russia, Yemen, Sudan, Viet- 
nam, Iraq and even the US. In most cases— Sakhalin being one 
of the rare exceptions — the Indian companies prefer to bid for 
stakes in fields that have been ignored by the global biggies. 
The idea is simple: build up size before you go toe-to-toe 
against the likes of Royal Dutch/Shell, ExxonMobil and 
ChevronTexaco. 

What is making the Indian companies suddenly so ambi- 
tious? At least in the case of the state-owned oil firms, it is a 
nudge from the government. The Vajpayee government sent 
outa clear signal a couple of years ago that it would do anything 
that was necessary to secure India’s oil future. And that is what 
has put OVL, Oil India and IOC into overdrive mode in their 
global forays. 

The real catalyst of these initiatives is the “India Hydrocar- 
bons Vision - 2025” which was enunciated by a crack team the 
prime minister set up under the chairmanship of the then fi- 
nance minister Yashwant Sinha. Its other members included 
petroleum minister Ram Naik, the then foreign minister 
Jaswant Singh, the deputy chairman of the planning commis- 
sion K.C. Pantand the then secretary in the Prime Minister's Of- 
fice N.K. Singh. The group delivered the vision document on 20 
February 2000. Says Ernst & Young's oil and gas expert Mukesh 
Butani: “It was specifically vetted by the PM and his own team. 
Nothing like that had existed before.” 





Why India worries about oil security 


@ Of India’s current oil requirement, 69% is imported 


@ The country’s annual oil import bill is Rs 84,000 crore ($18 billion) 

@ India, the world’s fifth-largest economy, is one of the fastest growing 

@ Crude requirements seen growing to 364 mtpa by 2025 (100 mtpa now) 
@ GDP cannot grow at targeted 8% in case of disruption of supplies 

@ The world’s largest oil reserves are controlled by US and UK companies 


India Hydrocarbons Vision - 2025 


@ Focus on oil security by intensified exploration efforts 


@ Secure acreages in identified countries for long-term supplies 


© Self-sufficiency in petroleum refining 


@ Adequate strategic storage of oil and oil products in various locations 
@ Phased disinvestment of state-run oil sector companies 


| 
| 
| 


‘The Sakhalin field was 
the major breakthrough’ 


Be za re WITH the government's 
r i unstinted diplomatic 
support, ONGC'’s 100% 
subsidiary ONGC Videsh 
(OVL) has made some big 
breakthroughs on the 
global oil and gas map. 
Businessworld’s Ranju 
Sarkar met ONGC chair- 
man Subir Raha to un- 
derstand what worked 
for OVL in the last 3-4 
years that did not in its 
previous 25-30 years of 
existence. Excerpts: 





SANJIT KUNDU 


E For many years OVL 
was a non-starter. So 
what has worked in its favour in recent times? 

OVL was earlier called HIL. There was a move in the early 
1990s to shut it down. That was averted and it got renamed 
as OVL. In the past, OVL has discovered the Nam Com Son 
field in Vietnam. In Iran, they had a field. In Yemen, they had 
a story but no commercial discovery. So, they had a bad run 
for 25-30 years. In any case, India was not considered a ma- 
jor player in E&P So, credibility was also an issue. Plus, there 
was always the foreign exchange crunch and awful proce- 
dures. When you are bidding for an asset, you need to re- 
spond in 2-6 weeks. Our procedures would take months 
and years. By the time the approvals came, 6-8 months went 





The group stressed on specific attention in five areas; Focus 
on oil security by intensifying exploration efforts; Maintenance 
self-sufficiency in refining; Disinvestment of oil sector compa- 
nies in a phased manner; Securing of acreages in identified 
countries for long-term supplies; Strategic storage of crude and 
petroleum products in various locations. 

In the first case, the government has already given out 94 
blocks for exploration in the last four years under the New Ex- 
ploration and Licensing Policy (NELP), 
against only 22 blocks given out in the previ- 
ous 10 years. In refining — particularly with 
Reliance's 27 million tonne capacity — India’s 
refining capacity of 115 million tonnes is 
more than its current requirement of close to 
100 million tonnes. The oil PSU disinvest- 
ment is also moving, though slower than ex- 
pected. So India is now giving additional 
thrust to the last two areas. 

The government's signal was long over- 
due. India is the seventh largest consumer of 
oil in the world today — and it produces just 
about 30% of its consumption requirements. 
During the decade 1991-2001, India’s oil con- 
sumption increased by 68% to touch 2.07 
million barrels per day. This growth rate has 
been exceeded only by South Korea (78%) 
and China (109%). It is estimated that India’s 


MAGAZINE OF THE NEW ECONOMY r 30 \ BUSINESSWORLD 14 JULY 2003 


a nine 


by and nobody would wait for 10 months for India to decide | 


whether to make a bid or not. This was a major reason why we | 


couldn't do anything. Finally, in 1997, the Cabinet approved a 
special empowerment procedure for OVL. There’s the OVL 
board. At the next level, there's an empowered committee of 
secretaries (ECS) from the concerned ministries, If the ECS 
agrees, the proposal goes to the Cabinet. 


W Did Sakhalin prove to be the turning point? 


Of course, the breakthrough came with Sakhalin. That was a | 
major field by all standards. Again, for the first time, the diplo- | 
matic service was actively involved. In fact, they played avery | 
major role. A.M. Lamba (Indian high commissioner) was in | 
Moscow. He organised the diplomatic efforts. In the highest 


level of government there was involvement in the entire pro- 
cedural negotiations. We had tough competition. This has 
brought in several benefits. 

First, the fact that an Indian company could invest billions 
of dollars was established. Effectively, we were financing 40% 


up front. Second, Sakhalin is a major area now: there are the | 


Sakhalin 1, 2, 3, 4, 5 fields. We are in Sakhalin 1. The fact that 
we got into one of the emerging areas was another first. Third, 


the negotiations and the formalisation of the actual contract | 
were handled professionally. These are international con- | 


tracts where you have reams of documents — legal, financial 
and technical. All that was completed on time. 


W What were the perceived risks in Sudan? 
There's an issue on the civil war. The question was: should we 
get involved? My response was: Who are the partners? CNPC, 


is the Chinese national oil company with 40%. Petronasis the | 


-national company of Malaysia with 30%. And Sudan, of 


course, is there. We said if the national companies of China 


and Malaysia could operate, why can't the national company | 


_ of India operate in the same conditions? 


_ of the region would have the same effect. 


fuel consumption will rise to 3.2 million barrels per day by 
2010. In the process, India will emerge as the fourth-largest 


consumer after the US, China and Japan. 

The problem for India is that it is sitting on abundant gas 
reserves, but no really good oilfields. Not to forget that the 
draw from the Bombay High oilfield has been reducing 
since the 90s. Despite the much-hyped new oil strikes in 
Rajasthan, the fact remains that India will probably 
never be in a position to produce more than 30% of its 
oil needs from the oilfields within its territorial 
boundaries. The other 70% may have to come from 
abroad. Last year, India spent Rs 84,000 crore to buy 
oil to meet 69% ofits fuel needs. 

Till a few years ago, the Indian solution to that 
70% was remarkably simplistic — and naive. It 


simply bought almost all the oil it needed from AAMA ESE 


the Middle East countries. Even last year, a sub- 


stantial portion ofits oil imports came from SURGIU C EGC A 


that region. 

That made India terribly vulnerable to 
any event that caused instability in the Mid- 
dle East. Any disruption in the oil supplies 
from the region could throw India’s economy 
out of gear. Any price hike by the oil:producers 


This was precisely what was pointed out in Feb- 
ruary 2000 in the Report of The Group on India Hydro- 
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@ Are we driven by economics or the fact that we need to 
acquire equity oil? 

You need to acquire equity with economics, isn’t it? In any 
case, we face competition from China. Petronas is also very 
active. When we are competing, it’s not that we win all the 
time. When you are negotiating, you are giving a bid, yowhave : 
to always fine tune it in terms of where you begin and which 
level you are willing to go to. So, we have those numbers. 


@ In terms of assets, which kind are you looking for? 

We arelooking for both oil and gas. We have a matrix of coun- 
try attractiveness in terms of geological prospects based on 
diplomatic relations. The closer (they are) to India the better, 
as you can then physically bring in the cargo. But that's nota 
go-or-no-go factor. We are open to all the opportunities We 
are even looking for projects in South America. 


E How do you evaluate the political risks? 
Essentially, we go by the advice of the MEA. We look at the. 
government-to-government agreements. In any case, since 
the decision file goes to the Cabinet, that's the highest level at 
which you could assess the political risks. 


@ How would these assets enhance the oil security? 

As per the long term strategic plan of July 2001, we had tar- 
geted 20 million tonnes of oil and oil equivalent gas in 20 
years. Maybe we would be able to get 20 million tonnesin 10. 
years itself. Right now, we have 4 million tonnes. When Sak 
halin begins in 2005-06, we will have another 5 million tonnes 
That takes us to 9 million tonnes. We expect more than amil- 
lion tonne of gas from Vietnam and three million tonnes of oi}. 
from Sudan. Some of the exploration blocks should also 
come into production. So, we are certainly looking at 10 mil- 
lion tonnes by the end of the Tenth Plan. And that is almosta 
little less than one-third of the domestic production. 


tional, a venture between ONGC and IOC, says: “The countr 
needs to have equity oil to the tune of 40%, domestic supply 


fer for want of oil and gas.” 


4,350 


Oil of New York, which merged with V 


cost of 
crude: 


carbon Vision - 2025. S.N. Jha, chairman, ONGIO Interna- 


30% and the balance 30% should be met through imports, If 
not, the country will have to face price fluctuations.” In 
many ways, the Iraq War has showed the government that 
it needs to tie-up alternate sources soon, Says Naik: “Weoo 
have to ensure that the people and industry do not suf: 


The concept of securing:acreages abroad —or 
equity oil — is not new. The US and the European 
countries started using this idea several decades = 
ago. The basic concept was to encourage their 
_ domestic oil companies to aggressively pick up 
_ interests in oil fields across the globe. This 
was how the erstwhile seven sisters -~ Exxon > 

(formerly Standard Oil), Mobil (Standard 


_ uum Oi), and Chevron; the Mellon's Gulf 
Oil; Shell, Texaco, and British Petroleum 
(Angio-lranian) — came to dominate the 
oil business, When they chased conces- 
sions in each new oil field that was discay- 
ered anywhere in the world, they were ace» 
tively aided by their respective governments. 
Today, the seven sisters, after many merg ~ 
ers and acquisitions, have become four sisters. 
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world— from Venezuela to the Middle East to South-east Asia. 
The biggest of the sisters is the $191-billion ExxonMobil, which 





has oil and gas operations in North America, Europe, the Asia- | 
Pacific and West Africa. It is present in 51 significant deep-wa- 
ter discoveries and has interests in over 750 deep-water blocks | 
covering 71 million gross acres. It has deep-water acreage inthe | 


world’s four most active deep-water regions: West Africa, the 
Caspian Sea, the Gulf of Mexico, and South America. These 


contribute to current production and will add to future pro- | 
duction growth. The. smallest is the $99.6-billion ChevronTex- | 


aco, which is still almost three times the size of all four Indian 
players together. 
-< The developing nations in Asia were late in the game, but 
many of them started acting much before India woke up. In 
». Malaysia, the state-owned Petronas has over the years spread 
¿its network to 34 countries including Australia, Argentina, 
Bahrain, Brunei, China, India, Indonesia, Iran, Niger, Switzer- 
land and Turkmenistan. 
©° Tragically, India had a chance to be an early mover in secur- 
“Ing acreages. Way back in 1988, OVL bought 100% of Block 6.1 


in Vietnam, a block with estimated reserves of 2.04 trillion cu- | 
>, bic feet of gas. But a resource crunch later sawit offloading 50% | 


- ofits stake to BP Statoil and 5% to Petro Vietnam. 


Today, OVLs parent is making sure that OVL does not face 


[oneness nn 


| Strategising on reserves 


AST month, India's petroleum minister Ram Naik spent 
[= days visiting Bryan Mound, one of the four loca- 

tions where the US stocks close to 95 million tonnes of 
oil as part of the US Strategic Petroleum Reserves that are 
meant for emergency use. While countries like Japan store 
emergency crude in massive steel tanks, the US stocks 





And they have interests in practically every majoroilfieldinthe | any resource crunch while chasing stakes in new oilfields. Says 








Subir Raha, chairman and managing director, ONGC: “It does- 
n't make sense as a group that the parent company is sitting 
with money in the bank and earning an interest‘and the sub- 
sidiary company goes to the market, raises money and again 
pays interest.” 

The other companies, too, are following much the same 
principle. Oil India, IOC and.Reliance, too, are dipping into 
their reserves to play the oil game. 

So far, OVL has been the most aggressive mover. When it 
picked up a 20% stake in the Sakhalin 1 field in Russia in Febru- 
ary 2001 for $1.7 billion, it signalled that it was ready to play for 
big stakes. In March 2003, it signed up for a 25% stake in the 
Greater Nile Project in Sudan for $771 million. Apart from this, 
it is involved in exploration efforts in Myanmar, Iran, Iraq, 
Libya and Syria. 

In March 2003, OVL sold its 10% stake in the North Hell Hole 
Bayou Prospect in Louisiana, US, to Oil India. That is because 
the stake in Sudan could have left an opportunity fora class ac- 
tion suit against OVL in the US, given the ongoing economic 
and diplomatic sanctions by the US against Sudan. Failing 
which, the stake may have run into a dispute and eventually 
been transferred to a non-Indian entity. 

One of the reasons 
why OVL has made so 
much progress in re- 
cent times is because 
the government itself is 
moving to remove all 
hurdles from its path. 
For instance, OVLs in- 
vestment in the Greater 
Nile project invited the 
ire of China and 
Malaysia. While the 
China National Petro- 
leum Company. owns 








nearly one-eighth of its annual requirement in salt caverns deep within the 
salt deposits along the Texas and Louisiana coastline. Each cavern can store 
between 6 million-30 million barrels of crude. 

More importantly, these are the most affordable means of storing crude, 
costing up to 10 times less than tanks at the ground level, india, however, 
has no such natural gift as it begins to lay down its long-standing plans to 
create its own strategic reserves for at least 45 days. We currently have only 
15-20 days of operational reserves. Soon, a technical team will visit the US, 
Japan and Australia to understand how they stock emergency crude. 

But right now, Naik is grappling with the huge costs involved in building 
and maintaining the infrastructure. Not to forget the cost of the crude inven- 


‘tory, which is worth $20 billion for the US. Even ships docked at the port are 
considered as part of the country’s strategic reserves. 


According to a three-year-old survey by the state-owned Engineers India 
(EIL), setting up and maintaining a 45-day stock would involve an invest- 
ment of close to Rs 22,000 crore. This includes the construction cost of 
Rs 4,350 crore and maintenance costs of Rs 1,800 crore. However, the big 
element is the cost of crude at Rs 15,600 crore. That would mean stocking 
12.5 million tonnes of crude. 

So how will the government fund it? It can make it mandatory for oil 
companies to build tanks. In return, the government can pay them a fee that 
would be in the region of 2-3 paise per litre to recover their investments. 
Another way could be to charge a cess on every litre of fuel sold on the lines 
of the road cess today. 


40% equity in the field, Malaysia’s Petronas 
Carigali owns 30%. Both had the first right of 
refusal to the divestment of the 25% stake by 
Canada’s Talisman Energy in OVLs favour. 
Sudan, however, was keener on India’s in- 
volvement in the project. The result was 
some hectic diplomacy. In the first week of 
September, the Sudanese vice-president was 
in transit through New Delhi. Inthe six hours 
that he was in Delhi, meetings were organ- 
ised for him with not just the petroleum 
minister, but even a one-on-one meeting 
with the prime minister. The meeting with 
the prime minister was fixed at the shortest 
possible notice. Ministry sources say that In- 
dia persuaded the Chinese and Malaysian 
governments to waive their objections to 
OVLS investment in the Sudanese oil field. 

In the past, being a state-owned com- 
pany severely limited its ability to take quick 
decisions. It had to follow a fairly long proce- 
dure if it tried to bid for an oilfield abroad. 
And that ensured that it often lost out. Forin- 
stance, there was a field in Kazakhstan called 
Alibecomola, which was estimated to have 2 
million-3 million tonnes of oil. It went by as 
no procedural approach was available. 

Says A.R. Sihag, fellow with The Energy & 
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For Web Services, Java Scores a Perfect 10 


With the promise to deliver business process acceleration, increased agility, 
and improved return on assets, Web services have proved themselves as the 
future of application development. in fact, a growing number of companies 
are now experimenting with innovative Web services, such as enabling 
access to corporate data; yet, few are doing complex, transactional long- 
running processes. 


“The widespread use and deployment is hampered by the need for 
interoperability, reliability, security, scalability, and integration with 
the existing legacy environment in the organization. The key to creating 
industrial-strength Web services and accelerating their adoption is choosing 
a Web services platform that eliminates these roadblocks.” 


Some questions to ask: Will your current platform be able to scale as your 
business grow? Does it provide the security, performance, and interoperability 
you need? Are you using the best standards-based technologies the industry 
has to offer? If the answer to any of these questions is “no”, you need to step 
up to the industry’s most robust Web services platform - java technology. 


To better appreciate what role java technology plays in Web services, it’s 
important to start with the basic definition of a Web service. W3C defines a 
Web service as a software system identified by a URL, whose public interfaces 
and bindings are defined and described using XML, Its definition can be 
discovered by other software systems. These systems may then interact with 
the Web service in a manner prescribed by its definition, using XML-based 
messages conveyed by Internet protocols. In other words: 


Web service = self-describing, discoverable software system (application) 
+ XML + Internet message protocols 


Java is the programming language of choice for developing Internet-centric 
applications. It has been designed to handle XML as a data manipulation 
language and leverages a variety of Internet-based communication protocols 
to create a seamless network over which data can be transmitted. lava 
technology is truly the unifying platform for Web services. 
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OIL 


Research Institute (Teri), and former deputy secretary (explo- 
ration), Ministry of Petroleum & Natural Gas: “When opportu- 
nities come, you have to react quickly. Markets don't respect 
procedural delays.” Chandra points out that usually there is a 
window of opportunity. If you do not grab it, you can simply 
forget about it. 

In 1997, the Cabinet approved a special empowerment pro- 
cedure for OVL that essentially said that there's the OVL board 
and, at the next level, there is the empowered committee of sec- 
retaries from the concerned Union ministries. If the ECS 
agrees, the proposal thereafter goes to the Cabinet. It doesn't go 
through the usual route of it being circulated through all the 
ministries and waiting for comments, where anyone who picks 
up a file can block it forever. This empowerment was a major 
decision as it essentially became a three-stage process: OVL 
board, ECS, and the Cabinet. Up to a certain level, the OVL 
board was given full authority. 

Because of that, today OVL gets 3 million tonnes of oil from 
Sudan, Starting 2005, it will get 5 million tonnes of oil and an- 
other 5 million tonnes of oil equivalent from Sakhalin. Add to 
that another 1 million tonnes from Vietnam. It is in advanced 
negotiations with 4-5 other fields that will get it another 4 mil- 
lion tonnes of oil. So it should be in a position to touch 20 mil- 
lion tonnes of oil and oil equivalent by 2010. 

On its part, Reliance Industries has acquired a 30% stake in 
an offshore field in Yemen. In mid-June, it struck oil there. IOC 
has not bought any oilfields yet. But it does have a 40% stake in 
the Farsi oilfield in Iran, where OVL is the operator. OVL holds 
40% and OIL makes up the remaining 20% . 


IOC, however, has acquired the 1 million tonne capacity | 


China Bay tank farm at Trincomalee in Sri Lanka, in which oil 
companies from around the world were interested. It is invest- 
ing Sri Lankan Rs 300 million to augment capacity and increase 
security at the site. The farm can stock 1 million tonnes of pe- 
troleum. At the moment, however, only 15 of the 99 tanks are 
operational. Another 15 will be operational soon. Though it is 
not specified categorically, the tank farm could be used to stock 
fuel for India’s needs. 

Apart from that, it is looking at acquiring blocks in Sri 


Lanka, Kuwait and Abu Dhabi. Says N.K. Nayyar, director (plan- | 


ning and business development), IOC: “By having a stake in an 
oil company abroad, oil security is one of the issues. The real is- 


sue is some form of control over that country’s government. | 


That could be critical at a later date.” Chandra points out that 
the president of ExxonMobil is as powerful as the prime minis- 
ter of many countries where it operates. IOC is also firming up 


| Growing appetite for oil 


1991 2001 % growth 
(000 bpd) (‘000 bpd) 
| China 2,411 5,041 109.1 
| 1,254 78.2 


S. Korea 






USA 16,713 19,633 175. | 
Canada 1,673 1,941 16.0 

Italy 1,918 1,946 1.5 

| France 2,018 2,032 OMS | 
Japan 5,410 5,427 0:3: | 
Germany 2,833 2,804 ot | 
Russia 4,888 49.8 | 
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Indian Oil's N.K. Nayyar says a stake in an oil company abroad gives India a form of 
control over that country’s government and this could be critical 


plans to pick up running oil companies in Rumania, Turkey, 
Switzerland and even possibly Bangladesh. 

Having equity oil is only part of the issue. By having equity 
oil, the country is in a better position to handle volatility in oil 
prices. However, the big problem is moving the fuel to meet the 
country’s needs. Since transportation costs are phenomenal, 
most companies go in for oil swaps. Going for swaps means 
selling the production where the oil is being drilled and then 
picking up oil from companies that are operating close to India. 
There is enough demand for Sakhalin crude from China, Korea, 
Japan and Russia. In return, India can pick up supplies from, 
say, a point like Singapore. 

The next step for these companies would be to set up an en- 
ergy trading arm. Reliance for instance is setting up Reliance 
Power Trading Company for trading in anything related to the 
energy sector. OVL is thinking on similar lines. 

So far, the Indian companies have made some quick gains. 
But, by and large, they still have a long way to go. For one, even 
with their cash piles, they lack the resources to match the big 
global giants in a straight slugfest. Second, they are hampered 
by the fact that the richest reserves discovered so far are already 
out of reach. The fields in oil-rich Abu Dhabi, Saudi Arabia and 
Kuwait have all been snapped up by the global oil giants. That is 
why the Indian companies have to train their sights on new oil 
discoveries in areas that have not caught the fancy of the bigger 
oil companies yet. 

But the main hurdle is that while bidding for oil fields 
abroad, the biggest consideration is the relationship your gov- 
ernment has with that country. Government influence, even 
more than cash, is what comes into play when stakes in oil- 
fields are being sold off. 

The classic example showed up in offshore Yemen. Here Re- 
liance has a 30% stake while ONGC has 40% and BP 30%. In 
mid-June, Reliance struck oil at this well. 

Can the Indian government keep helping the companies 
swing the deals as it did in the case of Sakhalin and Yemen? On 
that will depend the success of future deals. For this to happen, 
the government has to be proactive in meeting the needs of In- 
dian oil companies. The initial stakes that the Indian firms have 
picked up so far appear to have been the right gambles. 

Ifthey can play the game equally well in future, the 40% if its 
oil requirements that India hopes to get from its acreages 
abroad seems very possible. a 





With reports from Ranju Sarkar 
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The Centre “ An Institution of Excellence in VLSI Field” in the fast growing field of VLSI Technol log 
established in collaboration with and participation of professionals from leading VLSI companies across 
the globe. 

_The Programme : Two years full time Post Graduate level course. 
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| or by post from the address mentioned below by sending a DD for Rs. 200/- in favour of “Madhava Ra: 
Scindia Centre for VLSI Design, Research & Management”, payable at Lucknow. Duly filled application 
should be sent within the due dates mentioned below along with demand draft for Rs. 300/-. The 
application form can also be downloaded from the website “www.visicentre.com”. The form so fill led should 
be accompanied with DD for Rs. 500/- 
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THE FAULTY 
CIRCUITS 


Distribution can help solve 
the crisis in the Indian 
power sector, but... 





LATHA JISHNU 


MALL may or may not be beauti- 

ful. But it’s definitely more man- 

ageable. And profitable. That’s the 

lesson from the power distribu- 

tion sector where small outfits 
servicing smaller zones are doing sur- 
prisingly well unlike the unwieldy utili- 
ties, which are struggling with high 
losses and ingrained inefficiency. 

Here are two small flares of success 
that cut through the darkness of the dis- 
tribution sector: 

In the high-density business district 
of south Mumbai, BEST, a transport- 
cum-distribution utility operated by the 
municipality, supplies over 3,000 million 
units to 854,000 consumers. Its services 
are rated high and its operational para- 
meters are exceedingly efficient. Trans- 
mission and distribution (T&D) losses 
are low (10% for the past few years) as are 
its distribution costs. In spite of a large 
workforce of 6,200, its earnings are siz- 
able. In 2000-01, it earned a profit of 
Rs 156 crore on revenues of Rs 1,500 and, 
amazingly, profits from its electricity dis- 
tribution business were used to sub- 
sidise its transport division! 

In the national capital, the New Delhi 
Municipal Council (NDMC) supplies 
power to around 100,000 consumers in 
its jurisdiction spread over 43 sq. km. In 
2001-02, it made a profit of Rs 157 crore 
on revenues of Rs 484 crore. Last year, 
the profits fell to Rs 134 crore and are 
likely to be pared further as it comes un- 
der the purview of the power regulators. 

The irony is that NDMC is charged 
much more for the power it buys from 
bulk supplier Transco than the two pri- 
vate distribution companies (discoms), 
BSES and Tata Power Company, which 
supply to other demarcated zones of 
Delhi. While these two get power at 
Rs 1.32 a unit, NDMC shells out Rs 2.60. 
Yet, while the discoms are battling 
losses, the civic body pockets a tidy sum 
even though NDMC charges consumers 
the same tariff as the private firms. How 
is it doing so? The answer is simple: the 
T&D losses in the NDMC area are just 
16% compared with over 50% in the ar- 
eas allocated to the discoms. 

Are small distribution outfits the an- 
swer to the vicious circle of high losses 
and poor recovery that has driven the 
power sector to bankruptcy? Is owner- 
ship the critical factor? Is there any par- 
ticular business model that is proving 
more successful? Looking at the perfor- 
mance chart of the distribution licen- 
cees, many of which have been operat- 
ing for over half a century, it is clear that 
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ownership is not the issue. Private, state- 
owned and civic organisations have 
fared well in urban locations, but the 
same private licencees that have taken 
on larger challenges in Orissa and even 
in urban Delhi are not finding the going 
easy. It would be simplistic to draw a 
generalisation from these two cases. 

A pioneering study on the distribu- 
tion utilities by Prayas, a Pune-based en- 
ergy research group, finds that even pri- 
vate utilities are not free from large-scale 
commercial losses. Shantanu Dixit, 
head of the research team, points out 
that measuring the efficiency of a distri- 
bution utility depends on a complex set 
of factors such as cost of power, choice of 
supplier, the consumer mix and the den- 
sity indicators. “A detailed review of the 
existing distribution utilities would help 
in avoiding the structural and contrac- 


Why has the focus of the reforms 
shifted to distribution in the last couple 
of years and sharply so in the Electricity 


Act? There is widespread acceptance | 


that the initial concentration on genera- 
tion — adding capacity at any cost — 
was a misplaced priority. Even those in- 
vestors who were seduced by the open- 
ing up of generation concede that it was 
a case of putting the horse before the 
cart. Harish Chandra Prasad, managing 


director of Lanco Kondapalli Power, a _ 


Rs 800-crore power generating projectin | 
Andhra Pradesh, says: “Reforms began | 
on the wrong foot in the country. The | 


best thing would have been to promote 


T&D in the private sector. We are still | 
paying the price for that because the | 
growth rate of generation has gone | 
down in the last 10 years on account of | 


the mess in these critical sectors.” 


sed to reduce cross-subsidy of domesti¢ < 
and agriculture tariff by industry and, in 
quite a few cases, to whittle down the 
huge subsidies doled out to SEBs. More. 
significantly, the government is being © 
distanced from the power sector with) | 
the establishment of independent Elec. 





tricity Regulatory Commissions (ERs 
21 have been set up and 13 are active, 
There is emphasis on cutting down T&D 
losses, both technical and commercial 
{a euphemism for theft), with some 
states instituting laws to punish power 
theft. Also, SEBs (seven at the last court) 
have begun unbundling their mono- 
lithic structures on functional lines. 

Why is distribution the key to a heal- 
thier power industry? Because that's 
where the consumer is and, the 
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tual inefficiencies in the emerging de- 
sign of the power sector,” says Dixit. But 
what is important is that reforms are 
now “focusing on distribution’. 

Distribution is, indeed, the key and 
localised solutions for tackling the huge 
losses on T&D is an option that experts 
would like to promote. This has clearly 
informed some of the provisions of the 
omnibus Electricity Act 2003 that has 
just been notified by the government af- 
ter its stormy passage in Parliament in 
May. Distribution has been separated 
from supply, and distribution circles 
constricted to the level of substations 
can be opened up to private operators. 
So, in come a new assortment of players 
like rural co-operatives, the cablewallah 
and, perhaps, the newspaper vendor. At 
least in theory, that is. 


MAGAZINE OF THE NEW ECONOMY Ah BUSINESSWORLD 14 JULY 2003 


| 






True indeed. Twelve years after re- 
forms were initiated, the power sector is 
now in worse shape than it ever was. The 
losses of state electricity boards (SEBs) 
are at an all-time high of Rs 33,177 crore 
or 2% of the gross domestic product. 
Other performance indicators, too, have 
slipped disastrously (See ‘Subsidies Go 


Through The Roof’ and ‘Investments : 


Are A Waste’). 


Power secretary R.V. Shahi concurs: | 
“Distribution is where we have not done | 


well and the reason why other sectors 
also suffered. We are 10 years too late. 
Things we could have done in 1991, 1992 
or 1993, we are doing now.” 


What the Central and state govern- | 


ments are doing is to chisel away at the _ 
accretion of mismanagement in four | 
broad ways. Tariffs are being rationali- | 


Energy input figures are rounded off to 100 MU. The revenue shown in the:table 























Source: Prayas, Energy: 


technical and commercial; occur. Mc 
of the the Ministry of Power's (MoP) re- 
cent toning-up measures have, hence, 
focused on trying to clean up this end. 
Using a carrot and stick policy grounded’ 
in the accelerated power development. . 
and reform programme (APDRP), it has 
set up a corpus of Rs 3,500 crore to offer. 
SEBs concessional loans and grants 
schemes for toning up sub-transmis- 
sion, distribution and metering. 
Aimed at reducing losses and fne 
creasing SEB control over its power dis- 
tribution, the APDRP has targeted 83 
distribution circles that will be devel- 
oped as ‘models of excellence. SEBS 
have been scrambling for these funds, 
and a total of Rs 1,600 crore disbursed so 
far has resulted in savings of Rs 4,000- 
5,000 crore for Gujarat, Maharashtra and... 














“Haryana. The circles of excellence are 
being prepared as the prototypes that 
will encourage the setting up of private 
‘distribution networks, 

`- The road, it would appear, is leading 






- to privatisation although Shahi insists 


that the goal is efficiency not pre-deter- 


`: mined models. In any case, privatisation 


. projects in distribution are providing 
such mixed results that the MoP is un- 
likely to risk its reputation by insisting on 
formulaic solutions. Orissa, where the 
pioneering privatisation of the distribu- 
tion segment was kicked off in the mid- 
1990s, is in a shambles and AES Trans- 


© power, one of the private entities anda 


` major stakeholder in the generating 
company, has exited the country in the 
. wake of heavy losses. Delhi’s privatisa- 
. tion experiment, touted as an innovative 
model, is coming increasingly under the 
lens because its success is seen as being 
critical to the freeing up of distribution. 
Officials say that if Delhi cannot be 
set right in a year, there will be a question 
mark over the entire privatisation pro- 
cess and that there will be no takers for 
future projects. At the power secretary's 
first interaction with the power industry 
after the passing of the new Act, there 
was little cheer to be had — either from 
the analysts or the private companies, or 
the consultants. Shahi, a technocrat who 
took up this assignment after two 
“decades in public sector power compa- 
nies, is aware of the problems and pit- 
falls that confront distribution compa- 
nies (See ‘The Cost Of Power In India’). 
He was chairman and managing direc- 
tor of BSES, the Mumbai-based power 
utility, when it took over three of the four 


C> distribution circles in Orissa in 1996. 


Shahi's real worry though is the re- 
luctance of private companies to take 
the plunge. In fact, there is a sense of 
desperation as he asks: “If industry does 
not join in correcting the problems, who 
` will?” Who, indeed, is the issue. The lim- 
ited number of players with experience 
~~ a stumbling block to privatisation ef- 
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forts in both Orissa and Delhi — is a 
deep concern. So far, there have been 
only two contenders: Tata Power.and 
BSES. It is to overcome this problem that 
the new legislation proposes a drastic re- 
duction in the size of the distribution cir- 
cles to a point where municipalities and 
small companies making their debut 
would find the going more manageable 
—a cable operator kind of operation. 


The danger though is a trade-offon | 


the technical and safety aspects as is al- 
ready happening in Delhi, where the dis- 
tribution companies are outsourcing 
many of their functions to cut costs. Ex- 
perts fear that these outfits would lack 
the technical skills to run safe, high- 
quality distribution - networks and, 
therefore, end up undermining the re- 
form process and even the industry. 
Wooing private distribution is un- 
doubtedly tough but the Central power 
undertakings might offer a solution. The 
National Thermal Power Corporation 


(NTPC), India’s largest generator, has set | 


up a wholly-owned subsidiary, NTPC 
Electric Supply Company and is poised 
to take over distribution in Kanpur and, 
perhaps, Gwalior. Such is the state of 
play at present that informed sources 
say there will be no bidding for Kanpur; 
NTPC will simply be persuaded to take 
over the operations. 

























But the government appears to have 
shot itself in the foot with the new legis- 
lation. Industry analysts say the Electric- 
ity Act restricts the entry of new players 
in distribution. For one, itlays down sev- 
eral conditions for grant of licence al- 
though the government promises it will 
heed opposition demands and will 
waive all conditions barring creditwor- 
thiness, capital adequacy and a code of 
conduct when assessing eligibility. But 
there still remain two areas of potential 
discord. Provisions for grant of distribu- 
tion licences clearly state that fresh en- 
trants will have to pay a surcharge to the 
incumbent distributors — SEBs in most 
cases — in addition to wheeling charges 
till the cross subsidies are eliminated. 
This is intended to protect the SEBs from 
the cherry picking that is likely to occur 
as generating companies are now free to 
sell power to customers of their choice. 

The Confederation of Indian Indus- 
try is also apprehensive of cherry picking 
of transmission lines by the Central and 
state utilities. It has suggested that suit- 
able provisions be made to ensure trans- 
parency in the privatisation process so 
that there's no impediment to invest- 
ments in the transmission sector. 

Open access (which gives con- 
sumers the choice of buying power from 
a company of their choice although the 
wires transmitting the supply are owned 
by another company) is unlikely to hap- 
pen in the next five years. Although the 
Parliamentary standing committee on 
power had, in its detailed 15-month long 
analysis of the Bill, advised that a time- 
frame be set for allowing open access, 
the government ignored the suggestion 
and left it to the state regulatory com- 
missions to set a date. The MoP might 
swear by the competition principle and 
insist there will be “a transformation of 
the electricity sector through a new par- 
adigm’”, but there is also Clause 14 (12) of 
the Electricity Act to be considered. It 
says the appropriate commission may 
grant a licence to two or more persons 
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for distribution through their own distri- 
` bution system within the same area. 
Some analysts say that these provi- 
sions really stack the odds against new 
players. “You cannot expect a generating 
company to invest crores more on set- 
ting up its own distribution network un- 
less there are some price guarantees and 
a predictability about the way the ERCs 
function,” says the CEO of a South-bas- 
ed power company that has set up two 
generating plants in disparate localities. 
Others are more 


tart in their analysis. [Patel =p, ARIES 
“We had been hop- | s09 
ing for a lot of com- 


petition in the law. 
_ Instead, it is creating 
private monopolies. 
States, too, have 


ue 
| 300 
| 

been short-changed | 
| 
| 


200 


in the process,” 
charges. Harry 
Dhaul, director-gen- 
eral of the Indepen- 
‘dent Power Prod- 
ucers Association. 
Dhaul is a strong proponent of the open 
access system, which, he believes, is the 

panacea for power sector problems. 
But there are many others who be- 


100 


lieve the Central government's view on | 


"open access is justified. A gradual and 

~ phased: opening is important, says for- 
mer power minister Suresh Prabhu, in 
the Indian context of perpetual short- 
ages and dismal reach. Besides, there is 
no comparable experience that India 
can draw upon. Open access at the retail 
level was introduced barely five years 
ago in just five developed nations — ad- 
mittedly resulting in dramatic savings in 
tariff for consumers — and always ina 
situation of surplus where free market 
principles work best. Besides, it was im- 
plemented only after competition in 
bulk supply had matured the market. 

So where does that leave India? 


TARIFFS RISE AND SO DO COSTS 
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and peak demand shortfall of nearly 


13% 
based on suppressed demand. India has 
an embarrassing record on electricity 
usage. Its per capita consumption of 
electricity is one of the lowest in the 
world — 355 kWh against 800 kWh in 
China and a world average of 2,200 kWh. 


The Cost Of Power In India 


ARIFFS in India are slowly rising to end cross-subsidisation and government 
T subsidies. But how much further can they climb? if we look at the cost to the 

consumer, India's average power tariff comes to 7.78 cents per kWh! In the US, 
the average retail tariff minus tax in 1999 (there have been no hikes since then) was 
6.66 cents per kWh. Industry paid 4.43 c/kWh, domestic users 8.16 c/kWh — note 
that the highest rate is paid by residences — and commercial users 7.26 ¢kWh. 


— figures that, experts believe, are — 


And although the official statistics claim | 
neatly 90% rural electrification, just | 


about 50% of the villages are connected, 


which means around 500 million Indi- | 


ans have no access to electricity. 


mental Science and Policy at Stanford 


University, which specialises in the | 


study of power reforms and has tied up 
with IIM-Ahmedabad for a project on 
India, the next five years are critical for 


India’s power sector. To succeed, reforms | 
have to urgently buckle down to the task | 








of addressing structural changes for grid | 
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| inefficiencies in SEBs. The governance: 


| crisis and unless this is addressed, no 
According to the Center for Environ- | 


Even if taxes are added, it is easy to 
see that electricity in india, based on 
the average hikes effected in recent 
years, will be more expensive than 
American power, specially if there is 
no reduction of T&D Josses or more 
cost-effective generation. This means 
that generation costs have to pared 
and thefts brought down to almost 
zero if India's power system is to 
remain competitive and viable. Any 
takers for this challenge? 














enc rt i tne tere triste oer 


a 


operation and discipline (dispatch) 
access: and penetration for the f 
which could have a major bearing on th e 
finances of the sector. For all this, 
cal will and good governance are cr 

This isa core concern for analysts 
India too. Says Dixit: “You cannot igno 
the impact of many critical ground real 
ties such as large inequity, shortages, 
nificant administrative and managerial 


















crisis is at the root of the power sector 


real improvement can be achieved.” 
We suggest a simple mantra: a stri 
adherence to complete transpare: 
accountability and meaningful direct 
public participation. And more power to 
the regulators. m 
With reports from G. S. Radhakrishna 
in Hyderabad, 





308 29 





-2001 
-02 (AP 


“1999 
-00 {Provis.} 





3998 
93 





01 (RE) 





ARPIT SHARMA 


POWER 


(Rs cr) 
1,600, T&D INVESTMENTS 
ARE RISING... 














1996-97 1997-98 1998-99 1999-00 







(Rs cr) 
7,000 






REVENUES ARE UP 









f 
1997-98 1998-99 
E Post reforms 


1996-97 
@ Pre reforms 








2000-01 


f 
1999-00 2000-01 


ANDHRA PRADESH IS SEEING A POWERFUL CHANGE 


%) 
1,587 








1,451 

















2001-02 2002-03 


(Planned) 
7,614 (MW) 
f) 1,20 











2001-02 2002-03 





` -BRINGING DOWN LOSSES SHARPLY 


1996-97 1997-98 1998-99 1999-00 2000-01 2001-02 


_ ADDITION TO GENERATION 
CAPACITY IS RISING 


L 
1996-97 1997-98 1998-99 1999-00 2000-01 2001-02 2002- 
Oct 02 





Y\ i 
2001- 2002- 
O¢01 Oct 02 









1,087 








Source; APTransco 












THE CROSS 
CURRENTS 





AP’s reforms take a different tack from Orissa 
and Delhi. But are any of the models viable? 


LATHA JISHNU 


ELHI must deliver 
this summer. If not, 
people will stop talk- 
ing of an alternative 


framework. This is 





dire foreboding on the privatisation of 
power distribution. Andhra Pradesh 
(AP) begs to differ. The state believes it 
has a better solution. 

Better than Orissa, where distribu- 
tion in the four circles handed over to 
private companies is in a shambles. 
Three of the distribution companies 


(discoms), subsidiaries of the Reliance- | 


owned BSES, have run up losses of 


Rs 900 crore and BSES has decided not | 


power secretary R.V. Shahi’s | 





| to provide further funding. AES Trans- 


power, which was running the fourth 
discom, has left the country after ex- 
hausting the Rs 174-crore cash facility 
extended to it by Gridco, the bulk sup- 
plier. Of course, the American company 
had other problems in Orissa, where it 
holds a 49% stake in OPGC, the restruc- 
tured generation company. 

Better than Delhi, too, although 
Delhi had learned a lesson or two from 
the Orissa debacle. Here, the main met- 
ric for selection of companies — not that 
there was much to choose from as only 
two were in the fray — was not valuation; 
it was based on loss-reduction bids or 


APTransco’s Chatterji says the AP 
discoms will soon become autonomous 





performance improvement goals. While 
Transco, the bulk supplier, will be sub- 
sidised to cover the difference in the cost 
of cheap supplies made to the discoms, 
these are to be phased out gradually over 
five years. The annual revenue require- 
ment (ARR) is calculated on the basis of 
the expenditure, performance (targets) 
and return on equity (16%). 

But is it as efficient a system as it ap- 
pears? And does it send out the right 
price signals? 

Already, the private operators, BSES 
and Tata Power, have been allowed a 9% 
tariff increase in all three distribution 
circles, just a year after the privatisation. 
When Delhi Vidyut Board (DVB) was un- 
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bundled and privatised, the government 
had earmarked a subsidy of Rs 3,450 
crore to keep the tariffs in check and to 
avoid the problems that overtook Orissa 
because it withdrew the subsidy imme- 
diately after privatisation. 

But it appears that Delhi’s subsidy 
will be exhausted in just two years. The 
private operators have informed the reg- 
ulator that the gap between the cost of 
supply and tariff is Rs 3 a unit. And it ap- 
pears the low T&D loss reduction targets 
set for the two companies (17-17.25%) 
over five years will also not be met. In 
other words, even after the huge subsidy 
and the tariff increases — Delhi's rate is 
among the highest in the country — the 
T&D loss will be an untenable 34%. 

The issue here is lack of competition. 
All that has happened is the erstwhile 
DVB has been replaced by a new set of 
players. But BSES Yamuna and Tata 
Power are to be penalised for not meet- 
ing their commercial loss reduction tar- 
gets in the first year. While the benefits of 
crossing the targets will be equally 
shared between the consumer and the 
discom, the underperformance has to 
be borne by the discoms. Past dues have 
been transferred to the holding com- 
pany but if any recovery is effected, 20% 
will go to the discoms. 

Gajendra Haldea believes 
the privatisation deal is a huge 
scam. Haldea, who is 
chief adviser to the Na- 
tional Council for Applied 
Economic Research 
(NCAER), has filed a case 
against the privatisation in the 
Delhi High Court, seeking a 
reopening of the case. His 
contention: the discoms 
have been grossly under- i 
valued — by Rs 740 crore " 
to Rs 1,400 crore. 

But the real issue for 
Haldea is that the private 
operators are being al- 
lowed to make excessive 
profits at the cost of the 
consumer. The former fi- 
nance ministry joint secre- 
tary — he was in charge of 
scrutinising private power 
project proposals — is a 
strong votary of open ac- 
cess and believes the 
lack of competition will 
result in consumers 


NCAER’s Haldea says 
privatisation is a huge 
scam as companies are 
not evaluated properly 
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paying as much as Rs 7 a unit. “No sys- 
tem can be sustained when the losses 
are as high as 50%. Unless there is com- 
petition, there is no way things can im- 
prove.” He cites the case of Mumbai, 
where competition between Tata Power 
and BSES brought tariffs to the lowest in 
the country. “I don't see this happening 
in Delhi,” says Haldea, who heads the 
NCAER's Centre for Infrastructure. 
That’s why AP believes it has a better 
solution even though competition is a 
long, long way off here also. In the World 
Bank-assisted model that the southern 
state is following, the tariffs charged by 
the discoms are based on the annual rev- 
enue requirements (ARR) of the utilities. 
Any subsidy over and above the cross 
subsidy permitted by the ERC has to be 
paid upfront by the state government. 
The four discoms, hived off three years 
ago from APTransco (the transmission 
and bulk supply licensee), have been 
carved out in such a manner as to ensure 
a balance of customers between indus- 
trial, domestic and agricultural users. 
But the balance is not always equitable. 
The bulk rates that the discoms are 
charged are also not uniform but vary 
according to their customer mix. In 
other words, they pay according to their 
business prospects. In 2001-02, the 
shortfall in ARR of Rs 2,062 crore 
was made up by efficiency gains of 
Rs 501 crore, while the governm- 
ent paid them a Rs 1,561-crore 
subsidy. Clearly, these are cos- 
seted institutions; but the govern- 
ment believes that by not pay- 
ing the guaranteed 16% 
rate of return that pri- 
vate companies 
à would insist on, its 
Aà subsidy issues 
can be sorted 
out slowly. 
The tari- 
ffs are set by 
AP’s regula- 
tory body, 
APERC, both 
for bulk tariff 
and retail supply 
by the discoms, 
under a ‘cost to 
serve’ model. Here, 
full-cost tariffs are 
permitted across 
sectors, based on a 
study by an interna- 
tional firm in 2000 
before the discoms 
were hived off. 
But it is seeking 
time to sort out the 


DILEEP PRAKASH 





gremlins in the system. The World Bank, 
which provided a Rs 500-crore loan for 
the restructuring programme, is known 
to be keen on selling off the discoms, but 
the government has put its privatisation 
plans on hold, citing caution in the wake 
of problems elsewhere in India, specially 
in Orissa. Analysts say the strategy is to 
bring down losses so as to earn a better 
valuation when the companies are fi- 
nally put on the market. The delay could 
also be a political gambit as assembly 
elections are scheduled for 2004. 

While strong government support is 
indeed essential for the success of the re- 
forms, there is unease about the strong 
chain of command inherent in the new 
power structure. The discoms are not re- 
ally independent entities as they report 
to APTransco. Rachel Chatterji, chair- 
man and managing director, APTransco, 
says the second phase of reforms, of 
turning the discoms into autonomous 
entities, is underway. As for the continu- 
ing controversy over the low valuation of 
some of the discoms, she says, the pro- 
cess of rationalisation is underway. But, 
as in Delhi, the issue of low valuation 
threatens to hang over the distribution 
process, specially as the discoms are sit- 
ting on huge tracts of real estate. 

Chatterji believes that these are 
among the reform snarls that will be 
sorted out in due course. “Soon we ex- 
pect APTransco to be just a transmission 
company collecting wheeling charges 
from the power distributors and genera- 
tors.” The state, points out the senior bu- 
reaucrat, has grappled with major sys- 
temic constraints and managed a major 
turnaround in the last four years. 

Fortunately, AP began its reforms 
process with a focus on transmission 
and distribution. Hence, it was better 
poised to make a success of it. But al- 
though rationalisation of tariff has 
pushed up industry consumption by 
21%, APTransco is said to have taken a 
hit of Rs 1,000 crore last year due to guar- 
anteed nine hours supply to agriculture. 

But the model is no more viable than 
the others since the fundamental weak- 
ness is not addressed. Unless private dis- 
tribution and transmission companies 
reduce costs by lowering losses (techni- 
cal and commercial) and improve col- 
lection, the power sector will continue to 
teeter on the edge. There is one funda- 
mental point that governments have to 
understand. As long as there is a gap be- 
tween the cost of supply and the tariff, 
no system can hope to be viable. 





With reports from G.S. Radhakrishna 
in Hyderabad. 
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INCOME TAX 


ANJULI BHARGAVA 


IN March this year, a Businessworld 
cover story “Taxpayers Ko Gussa Kyon 
Aata Hai” (BW, 3 March 2003) took aclose 
look at the personal tax evasion in the 
country. From the tremendous response 
we received after it was published, it was 
apparent that the story had struck a deep 
chord. Surprisingly, we received a lot of 
positive feedback from the income tax de- 
partment itself. A senior income tax offi- 
cial suggested that Businessworld do a 
similar story focusing on direct tax eva- 


sion, but by companies this time. This, he 


pointed out, was of even greater magni- 
tude. He and a few other income tax offi- 
cials promised to help Businessworld 


with the story. To give the devil its due, the | 


When it comes to paying taxes, companies 
are no better than that rich ‘farmer’ you met 








idea for this piece belongs to the income _ 
tax department. So, folks, here goes: “Tax- 


payers Ko Gussa Phir Kyon Aata Hai’. 


HAT is the total amount of cor- | 


porate tax collected in India to- 


day? Around Rs 39,000 crore, 


according to the revised esti- 
mates of 2001-02. What is the 
money lost due to legal leaks in the sys- 


tem — the loopholes, the exemptions | 
and the incentives? Double that amount | 
— or Rs 80,000 crore, according to the | 


Kelkar committee estimates. If the gov- 
ernment had managed to get that entire 


| Rs 80,000 crore, its fiscal deficit for the | 
| year 2002-03 would have been reduced 


by almost 60%. And that’s just what is 


lost because of perfectly legalleaksinthe | 


TAXPAYERS KO 
GUSSA PHIR 
KYON AATA HAI 222% 
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system — the amount lost because of 
outright fraud would be many times 
more. 

How little the Indian government ac- 
tually manages to collect as corporate 
tax shows up strikingly in one ratio. Indi- 
a's direct tax (including both corporate 
and personal income tax) to GDP (gross 
domestic product) ratio is an abysmal 
3.6% —- one of the lowest in the world. 
(Even during the period 1995-99, for 
Malaysia the ratio was 8.8% and for In- 
donesia 9.6%, while for India it was 
2.4%.) For the The Organisation for Eco- 
nomic Cooperation and Development, 
largely comprising developed countries 
like the US, Japan and Germany. the av- 
erage is 25%. 

The fact that the majority of Indian 
companies are averse to paying taxes is 
something that everyone knows. But 
precisely how averse are they? According 
to the records of the Department of 
Company Affairs, there are some 5.69 


About Rs 80,000 crore 
of corporation tax a 
year is lost due to the 
numerous tax breaks and 
exemptions offered to the 
industry through the 
Income Tax Act 





The effective corpo- __ 
rate tax rate was 
21.9% in 2000-01, while 





2002-03, the effective 
rate was 24.57% 







iHustrations: NIRMAL SHARMA 
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Genuine mistakes or malafide intent? _ 


O through two CAG reports on direct taxes, one 

published in 1971 and the other in 2002. You'll be 

surprised how closely they resemble one another. That 
is partly intentional —- the CAG tries to keep the reports on the 
same lines to ensure that reports are consistent. But what grabs 
attention is that over the last 30 years, income tax officers have 
been making the same errors. Mistakes in computation of 
business income, liability, depreciation and investment 


allowances, etc., are there in both. 


Going by the CAG reports, income tax officials simply refuse | 
to learn from their mistakes. Department officials argue that this | 
is because a lot of the assessing officers are “barely graduates” | 
and not very highly trained. But the CAG argues that above an | 
acceptable margin of error, the “mistakes” are born out of 





_ Of the 5.69 lakh compa- 
-nies registered with the 
Department of Company _ 
irs (1 April 2001),2.2 
h did not file 
ax returns for 
001-02 


ee eRe $ 
YNA ASEA NAN AAR HRA RAS gS ae aac 
















The number of ‘stop 
filers’ (both individuals 

and companies) has been 

rising every year. It was 15 
lakh in 1986-87, 71 lakh in 
1996-97, and has crossed 
90 lakh now 


lakh companies that have been incorpo- 
rated (as of 1 April 2002). Of this number, 
only 3.49 lakh actually file income tax 
returns. The number of companies that 
actually pay any taxes would be a frac- 
tion of even this number. Even taking 
into account the fact that a large number 
of companies that are registered would 
be shell companies created purely for 
the purpose of siphoning off funds from 
other companies, the ratio of tax evaders 
to tax payers is staggering. 

Forget the companies that do not 
pay their taxes. Even the companies that 
pay taxes, actually fork out much less 
than the statutory tax rate. The corpo- 
rate tax rate in the country is 39.55%. A 
calculation by the Kelkar committee 








| malafide intent. One reason is because the mistakes invariably 
benefit the assesses. Besides, some of the errors are just too 
big to be slips. The latest CAG report points out 479 
irregularities concerning companies in pharmaceuticals, food 
processing, paints and varnishes, and cigarettes, where they 
have been undercharged Rs 882.31 crore. In pharma, mistakes 
in assessments of companies led to lower tax liabilities of Rs 

| 302.23 crore. For food processing, the amount was lower by Rs 


| 258.76 crore, for cigarettes it was Rs 290.68 crore, and for 


found that the effective tax rate ofa sam- 


ple of 2,585 companies in 2000-01 was | 
21.9%. In 2002-03, a sample size of 1,334 | 
companies showed an effective tax rate | 
of 24.57%. A similar calculation by Busi- | 
nessworld on the Prowess database (this | 
is maintained by the Centre for Monitor- | 
ing the Indian Economy) of public lim- | 


ited companies showed an effective tax 
rate of 22%. 

Why is there such a huge difference 
between the statutory tax rate and the 
effective tax rate? Simply because of the 
exemptions, incentives and other sops 


that have been provided by the govern- | 
ment. For one, only companies in the | 
service sector, like banking and insur- | 
ance, need to pay anywhere near the | 
statutory tax rate. Most manufacturing | 


companies, because of depreciation | 2 
| suddenly stopped filing? Has it gone out | 


norms and other incentives, end up pay- 
ing in the region of 15%. 


paints and varnishes Rs 30.64 crore. There were hardly any 
cases of overcharge of taxes. “Every year is the same,” says a 
senior CAG official. He adds: "A lot of the undercharging is 

| deliberate; the companies expect that they will pass unnoticed 
: and most often they do.” 


panies that practice outright fraud — 
companies that should be paying taxes, 
but are not because of the laxity of the. > 
revenue system, 

Take, for instance, the companies 
that simply stop filing their returns. Sure 
some of these ‘stop filers’ are companies 
that have actually shut down, But notall 
of them fall in the category — there are 
also some companies that continue 
making money but simply stop filing 


taxes. The income tax departmentitself | 
has no system to check which compa» - 


nies have stopped filing returns because 
they have gone out of business and 
which ones are simply evading taxes. 
Says a senior IT official: “Often, we 
have companies which suddenly stop 


filing —stop filers. But no one bothersto | 


chase them up. Why has this company _ 


_ of business or is it just evading taxes?” 


Then again, as you will read in the | 
next story, there is an exemption for | 
practically every company registered in | 
the country. A Kelkar committee mem- | 
ber points out that if one were to simply | 
rationalise the exemptions in Section 10 | 
A and B, one could double the amount of | 
taxes collected in the country. There are | 
tax holidays on profits for setting up op- | 
erations in backward areas, for getting — 
into specific business areas, and even for | 
companies with high gestation periods. | 
_ (RBD in the states of Bihar, Gujarat, 


(See ‘Incentive To Evade’ on page 46). 


But those are legal exemptions that | 
have been provided by the government | 
itself. And you cannot fault smart com- | 
panies for taking advantage of them. On 
the other hand, there are also the com- | 


The number of stop filers (both individ- 
uals and companies) has been on the 
rise every year. It was 15 lakh during 
1986-87, over 71 lakh in 1996-97 and is 
now at over 90 lakh. 

Then, there are those companies 
that never bothered to file returns in the 
first place. The Comptroller and Auditor 
General of India (CAG) report of 2002 0n = 
non-banking finance companies — | 
(NBFCs) shows that of the 18,435 NBFCs | 


registered with the Reserve Bank of India 


Haryana, Kerala, Uttar Pradesh, Delhi. 
and West Bengal, 12,210 (66%) do norfile: 
any returns. 


The income tax department neither 


had the database relating to NBFCs op- 
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erating in various states, nor any system 
to monitor the filing of returns by them. 
Out of the 21,103 private hospitals and 
nursing homes that feature in a list com- 
piled by the CAG, as many as 13,963 
(66%) are not on the records of the in- 
come tax department. Consequently, 
the compliance figures published by 
that departmentis likely to be somewhat 
optimistic. The position of non-filers 
was alarmingly high, particularly in the 
states of Maharashtra (87%), Bihar (84%) 
and Delhi (83%). 

Then there are the companies that 
are in the grey area, point out income tax 
sources. They declare some profits and 
pay taxes on them. But they also indulge 
in fraudulent bookkeeping to reduce the 
profits they should be paying taxes on. 

The income tax department frankly 
admits that it has neither the resources 
nor the competence to actually catch all 
the companies that practice outright 
fraud and bring them to book. They rou- 
tinely carry out raids on companies, but 
also routinely fail to win the cases filed 
against these companies, often for the 
flimsiest of reasons. 

One point here. As we pointed out in 
‘Taxpayer Ko Gussa Kyon Aata Hai’ (on 
individual tax evaders), a lot of the tax 
evasion happens with the knowledge 
and the connivance of some income tax 
officers who takes a bribe or a cut of the 
gains of the assessees. 

A study on income tax compliance 
costs was undertaken by Saumen Chat- 
topadhyay and Arindam Das Gupta of 
the National Institute of Public Finance 
and Planning (NIPFP). In its survey of 
companies it found that that many ad- 
mitted to paying bribes to evade taxes or 
to avoid harassment by income tax offi- 
cials. Two companies in the survey who 
provided quantitative information on 
cash bribes paid by them said that the 
bribe amounts were small relative to 
their sales or profits but large relative to 
the legal income of tax income tax offi- 
cials — amounting as they did to 4-5 
times the monthly salary of the income 
tax official. 

Many of the companies also re- 
ported that they set aside a certain 
amount each year for gifts during the 
festival season. These vary depending 
on the rank of the tax official. In some 
cases, even honest companies paid 
bribes to avoid being harassed. 

Chattopadhyay, who led the study, 
says: “Despite the fact that the (income 
tax) inspector raj has been abolished, 
there is still a fixed rate chart of bribes 
(especially in Haryana) that all compa- 
nies were forced to pay.” i 
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OMPANIES routinely get away 

with paying way lower than the 

statutory taxes. If the government 

wants to blame anyone for this, it 

can blame itself. Contrary to what 
has happened in most other countries 
that have undertaken tax reforms, after 
cutting tax rates, the number of exemp- 
tions and incentives has not come down 
(typically, countries cut tax rates and re- 
duce exemptions). In India, the web of 
exemptions, incentives and loopholes 
that have been offered to private indus- 
try is so complex that even income tax 
authorities cannot see through it. An es- 
timate of the amount of additional tax 
that can be raised if all these are done 
away with in one single stroke is a stag- 
gering Rs 80,000 crore. These incentives 


have led to a situation where appeals are | 


mounting. Not only have many of the tax 


breaks led to huge amounts of abuse, in | 
most cases, they have failed to meet their | 
main objective (See ‘Who really gains | 


from the tax breaks?’). 


Here are some ofthe common incen- | 
tives that have been and are being ex- | 
| ward regions (See ‘Who really gains from 


ploited even today: 


E Incentives under Section 80 I A and B: | 


This is one of the longest list of exemp- 
tions where virtually any industry which 
has a long gestation period, is exempt 


an agreed definition of “manufacturing”, 
several enterprises take advantage of the 
available tax incentives for activities that 
involve only processing (the product is 
basically manufactured at another loca- 
tion and a bit ofvalue addition is done at 
the unit located in the backward area, but 
not the actual production from scratch). 

Enterprises producing the same 
goods at different locations claim that 
the entire production has been done in 
the backward region unit to claim incen- 
tives even when the goods are produced 
at a location outside the backward area. 
Other enterprises, with different units to 
produce goods at different stages of pro- 
duction, some located in backward ar- 
eas and others outside the backward ar- 
eas, have tended to undervalue supplies 
to units in backward areas (and con- 
versely, overvalue supplies to units out- 
side the backward areas) to reduce the 
tax liability everywhere. Similarly, com- 
mon expenses of enterprises located in 
backward areas have tended to be allo- 
cated to units outside the backward area 
to reduce the taxable profit. 

Therefore, as expected, the incen- 
tives have not helped develop the back- 


the tax breaks’). The Kelkar panel has, in 


| fact, suggested that all these incentives 


from paying tax on profits for varying | 


numbers of years. These incentives, of- 
ten provided to industries 
located in backward regions 
(and often with long gesta- 
tion periods), have been widely 
abused by companies. 

For instance, in the absence of 









Companies use the loopholes in the law to 


be done away with at one stroke. Says a 
senior Income Tax official: “A significant 
portion (over 50%) of the litigations be- 
tween the department and companies 
revolve around these incentives.” 

E Tax exemptions for research and 
development: The Income Tax 


keep their tax liabilities at unrealistic levels 


INCENTIVE 
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HAT difference have the incentives offered to 


backward regions made to the regions? Very little, if 
a study done by the National Institute of Public 
Finance and Policy in April 2000 is to be believed. Economists 
Ved P Gandhi, Arbind Modi and Hiranya Mukhopadhyay argue 
in the study that if the income tax incentives offered to 
industrial enterprises in backward areas had been effective, | 
there would have been a significant growth in industrial | 
investment, the number of factories and employment. | 
But a study of some of the backward districts shows that in | 
at least seven states, the implementation rate of proposals was 
nil. Investment in backward regions hardly showed any 
increase and neither did employment rates. Except in Assam 
and Pondicherry, the rate of industrial investment — the most 


Act allows for concessional treatment of 
expenditure on scientific research and 
development. These are in the form of 
deductions for both revenue and capital 
expenditure. In the case of capital ex- 
penditure, the deduction is like 100% 
depreciation. Another section of the act 
allows weighted deduction of 150% of 


the expenditure on in-house research by | 


companies engaged in drugs and phar- 
maceuticals, biotechnology and tele- 
com equipment, among others. 


regular production process. The weigh- 
ted expenditure-linked deductions en- 


courage the shifting of expenditure from | 
one head to another and making false | 
expenditure claims. “It is impossible to | 
verify such claims. At times, the income | 
tax authorities may become suspicious | 
of the motives of the company, but, fi- | 


nally, it is their word against ours,” ex- 


| plains a senior official. He argues, like | 
the Kelkar committee did, for the aboli- | 


Now, with the use of capital assets, it | 


is virtually impossible to tell whether a 
particular asset is being used 

only for sci- 
entific resear- 
ch or in the 



















tion of such exemptions. 


@ Exemptions under Section 10 Aand | 


10 B: These incen- 


į 


tives, available to ex- | 


porters and export- 


years and exporters 


oriented units, have | 
been among the | 
worst abused for | 


important indicator of industrial progress — actually declined 
during the 1990s in all the backward states. That's when most 
of the tax breaks for these regions were introduced. 

So why do backward districts continue to remain backward? 
“Income tax incentives can play, if at all, a very marginal role in 
promoting a district,” says Hiranya Mukhopadhyay, who 
worked on this study. He argues that the growth of Industry in 
a particular region depends more on physical infrastructure, 
access to banks, the law and order situation and the availability 
of skilled labour. He adds that tax incentives have mostly been 
abused. "No amount of income tax relief can make up for the 
structural handicaps investors face in backward regions. Such 
incentives only help promoters evade tax they would otherwise 
by liable to pay. So who really gains?” asks Mukhopadhyay. 


have taken advantage of these. Other 
than overinvoicing the export turnover 
to claim a higher incentive, exporters 
have often deducted income attribut- 
able to domestic sales along with the in- 
come from exports. Claims are made for 
deductions for export of goods that are 


ineligible for the incentives (like mineral 


oil, unprocessed minerals and ores). Un- 
accounted incomes of businesses have 
been channelled and shown as export 
profits to avoid paying taxes on such in- 
comes and to convert the black money 
into white, Several domestic 100% EOUs 
in software technology parks sell prod- 
ucts to a sister concern after showing a 
large value addition. The sister concern 
gives a confirmation that it will export 
the product purchased from the EOU 


_ without specifying any time frame for 


of all categories | 


carrying out this commitment. On the 
basis of this commitment alone, incen- 
tives are claimed under Section 10 A 
(whether the products are actually ex- 
ported usually goes unchecked). It has 
been estimated by the Central Board of 

irect Taxes that these incentives have 
1 annual revenue loss of around 


: Certain expenses 
y charged to tax- 
A a } X 











ANJULI BHARGAVA | vestigation wing searched the offices the following format. A flagship com- 

| and residences of owners of a gutka — panyisincorporated. Six to seven invest- 
ARLIER this year, the offices ofa | maker. The company, say IT officials, | ment companies are incorporated with 
prominent TV making firm re- was selling to dealers, taking cash ad- the employees of the flagship as direc- 
ceived some surprise visitors. A vances and, thus, evading both excise — tors. The main promoter does not figure 
team of search and seizure offi- | and income tax. Cash of Rs 3 crore was — anywhere in these companies and oper- 


cials from the Central Board for found at the residences of the owners. ates through letters of authority and 
Direct Taxes (CBDT) had decided to raid | The total unaccounted sales are esti- control over the funds. The share capital 
the company. The officials had been mated at Rs 200 crore and the evasion at__ of the flagship is built through rotation 


tipped off that the company was falsely — Rs 60 crore-70 crore. of the same seed capital a number of 
claiming a tax holiday for making TVs in | But those are the simpler frauds. times through the investment firms. 
a backward area. _ There are more complicated methods as | Lan Eseda Software was projected as 


The income tax department says this __ well. One fairly popular method is “front a highly profitable outfit and exagger- 
is the most common fraud practised by | running of companies”. There isamain ated results were projected in provi- 
companies. “These companies often | company and a cluster of fronts that are _ sional financial statements. Thus, mar- 
have ‘faceless factories’. They run abo- __ used for all kinds of transactions. Com- ket sentiment was built up. The invest- 
gus operation in a backward area and — pany A will sell to B, which, in turn, sells | ment companies were holding a large 
claim tax benefits, though the actual pro- — to C and, finally, C to D and so on. The | number of Lan Eseda shares from the 
duction is done elsewhere,” saysa senior idea of these chain transactions is to | promoters’ and employees’ quota. The 
income tax official. He adds: “There is show losses. As the fronts are indifferent | shares were pushed up in the market 
usually some kind of facade, a bit ofin- | cities and assessed by different branches | through orchestrated moves and off- 
frastructure, but no real production | ofthe IT department, itisalmostimpos- loaded at a high price, earning substan- 
there. So, they can inflate expenses also. _ sible to pinpoint the false transactions — tial profits. The process was repeated 
They run a parallel system of sales and and prove that all these companies are | with Cauvery Software, Uniport Hard- 
have a legitimate business also, but what part of a group. Says a senior Mumbai | ware and Lan Eseda Steels. 


enters the books is only what they want wing source: “This is more a fraud. These Officials say cheating has gone up 
to pay as tax.” companies are playing a bigger game.” over the years. Earlier, most companies 
This is a practice across industries, Take Lan Eseda Software Sys- would inflate expenses, suppress sales, 


tems, which was convicted | fudge inventory, , or introduce a liability 
in the 1990s for its mis- | in the name of fictitious parties. “Now, 
deeds. It was work- | they are more blatant. Promoters no 
ingsomewhat on | longer wait for the project to generate 
profits and then suppress it but indulge 
in large-scale diversion of capital even 
before the project is up,” says a source. 
He says it works like this: Company 
nies based in Mumbai for A plans a Rs 100-crore project. It is vet- 
this sort of tax evasion. 7 ted by experts and by a chartered ac- 
But claiming backward „Mumi. , countant and presented to a financial 
area benefits is just one of pe i institution (FI). The promoters say 
the methods of tax eva- they will invest Rs 20 crore as equity. 
sion. There are others. A term loan from a consortium of 
In April, the Delhi in- Fls is tied up for around Rs 50 crore 


i after the viability of the project is 
Most companies use 


established. Then, the promoter 
f will deposit a cheque of, say, 
loopholes in the 
law to avoid 


Rs I crore in a bank, ask- 
ing the bank not to en- 
taxes. But some 
are total frauds 


he says. “Almost any pharma 
firm that pays taxes in the 
Mumbai area claims false 
benefits, saying that it is 
manufacturing at Silvassa.” 
In the past, income tax offi- 
cials have raided some of 
the biggest pharma compa- 




























cash the money. A bank 
certificate confirming the 
action is used by the pro- 
moter to get the first in- 
stalment of the loan from 
the FI. Often, civil work 
will be contracted to firms 
run by the promoters, 
channelising the money 
back to them. 
“This is one of main reasons for the 
high level of NPAs with banks and FIs to- 
day. Industries are often sick but you will 


find the promoters are always rich,” says 
a Mumbai investigation wing official. He 
claims that often the banks and FIs are 
hand in glove with the promoters. u 
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HE recent imbroglio over Sunil Alagh’s sacking brings 
to the fore a few issues. When a larger-than-life CEO is 
fired, one hears all kinds of comments. “He had it 
coming!”, “But he did a lot for the company!”, “Why 
was he allowed to get away with it for a such a long 
time?”, “What was the management doing?’”, etc. Let us look 
at four issues that need to be addressed (there may be many 
more). These are the role of the board; the role of senior 
managers; the role of auditors; and systemic weaknesses. 
In ancient times, wise kings used to roam around their 
kingdoms in disguise to check on the welfare of the people. 
They did not rely on partisan reports, PowerPoint presenta- 
tions, committee meetings, media and sycophants. A wise 
king always had his finger on the pulse of the populace. 
Today, when a mighty CEO is felled, it is usually after 
things have gone too far. Can we say with conviction that 
boards are not party to the deeds or misdeeds of the CEO? In 
most companies, board behaviour does not show 
that they do believe in the old adage: ‘a stitch in 
time saves nine’. What prevents a board 
from taking swift and early action? Is it be- 
cause the CEO is ‘indispensable’? Or has 
the CEO ingratiated himself so much 
with so many of the board members that 
they are not ready to stand up and be 
counted? Or is it the ostrich approach: 
hoping the problem will go away on its 


— Darbari Seth, Krishan Chugh, Ajit Kerkar 
and Alagh — no one would believe that one 
fine day, the board suddenly discovered the mis- 
deeds of the man and gave him his marching orders. It 
would be naive to believe that there were no warning sig- 
nals. But for reasons of expediency or complicity, the boards 
often prefer to remain silent until the problem grows too 
big! The question then is that while the CEO is sacked, how 
is the board held accountable? I cannot recall any instance 
of the other board members also being held accountable for 
what was happening on their turf. If the board says it did not 
know what was happening, then what were they doing? If 
they knew and did nothing, they are obviously accomplices. 
When doubtful deeds are being perpetrated, usually the 
senior management is sharply divided into two camps. One 
that aids and abets the goings on. The second of managers 
who are concerned, but do not know what to do or whom to 
turn to. There is no amnesty for those who blow the whistle. 
At such times, the atmosphere is charged with politics, and 
insecurities run so high that the conscientious managers do 





USUALLY A GEO IS 
SACKED ONLY WHEN THINGS 
HAVE GONE TOO FAR. CAN 
WE SAY WITH CONVICTION 
THAT BOARDS ARE NOT 
own? In each one of the celebrated cases PARTY TO THE CEO’S DEEDS 
OR MISDEEDS? 
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When CEOs Fall... 


not even know which colleague is trustworthy. Also, much 
of what floats around as ‘reliable information’ is something 
that managers cannot prove without access to hard data. 
And in most organisations, there is no mechanism that al- 
lows a manager to air his suspicions and doubts without 
running a risk of reprisal. When secrets are exchanged and 
fears aired, the advice is: “Keep your mouth shut!” There is 
not enough transparency and access to information, nor is 


| there a court of appeal that right-thinking people can turn 


to. Who is responsible for that? The board of directors? 

And then there are auditors. The audit firm is responsi- 
ble for reporting anything that is questionable. Most large 
companies also have an internal audit department and an 
audit committee. Is one to believe that in all of the compa- 
nies that had a problem with the CEO’s behaviour, the facts 
about questionable practices were completely unknown to 
the auditors? Or that no audit report or comment was sub- 

mitted to the audit committee or any other com- 
mittee of the directors? If, indeed, the auditors 
did not pick up information, then we need 
to question their calibre. If some report 
was indeed filed, then what did the direc- 
tors do about it? We need to remember 
that the audit firm is, in fact, paid by the 
company and the boss of the company 
is the CEO. And you certainly don’t want 

to bite the hand that feeds you! 
An organisation is as good as its sys- 
tems and people. In systems, I include cul- 
ture and discipline. All firms have a culture; 
some have discipline. But very few firms have a 
culture of discipline. If they did, such problems would 
not arise. Annual reports are full of statistics and facts that 
purport to prove that the company is practising the highest 
standards of corporate governance. I cannot remember any 
annual reports referring to a code of ethics (except for ethics 
concerning insider trading). CEOs’ wives become extra- 
constitutional authorities, their businesses flourish with 
company patronage, the man himself supports a lifestyle 
that could be the envy of any Hollywood celebrity and yet 
there is nothing that a manager can show when he blows 
the whistle! And who should be responsible for ensuring 

that there is a code of ethics and transparency? 

I think I have just blown any chance of ever being invited 

to be an independent director on any company’s board! W 





The author is a management teacher and adviser. He can be reached 
at nonichawla@omniconsult. biz 
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3,07,938 households wake up to The Telegraph, everyday. After all, it’s the largest English daily in 
Calcutta and the East. Larger than the combined circulation of all mainline English dailies from the 
city put together. Large as a leader ought to be. 
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tonnes — a small fraction of what 











ing adequate cashflows for acquisitions, 
there is no urgent need for buyouts. 
Cement is a regional business since 
transporting it can be a logistical night- 
-mare. Therefore, it is not possible for one 
company to have a pan-India presence. 
`" For instance, Gujarat Ambuja now has 
strongholds in the North and the West 
and will continue to consolidate its posi- 
tion in these regions. With L&T in the 
bag, Grasim is strong in the South and 
West. Lafarge is a leader in the East. So 
what are the prospects of foreign players 
coming in? 

The problem here is the remainder of 
the 41.63-tonne domestic capacity is 
shared by around 44 players. That 
makes the median capacity for the 
rest of the industry 1.2 million 


ideal cement capacities should 
be. Says K. Balakrishnan, director 
and head of corporate finance and 
advisory, HSBC: “The fragmented 
nature of the industry is likely to 
create entry barriers for new for- 
eign players.” 

This is because cement is a 
capital-intensive business and, 
therefore, a business of scale. 
Globally, the key players focus on 
accumulating large cement ca- 
pacities. The largest player glob- 
ally is Lafarge with a capacity of 
150 million tonnes, while Swiss 
company Holeson is a notch 





sition arena and multinationals have 
been circling for a number of years now. 
There are plenty of good — although 
highly over-leveraged — cement busi- 
nesses’ puttering along, that would not 
mind selling out at the right price. India 
Cements has been trying to sell Raasi 
Cements for a while now. Cement com- 
panies belonging to the B.K. Birla group 
— Century Cement, Maihar Cement and 
Manikgarh Cement — were in talks with 
Blue Circle Plc two years ago till the latter 
was snapped up by Lafarge. Says Balakr- 
ishnan of HSBC: “These companies will 
continue to do well as long as cement 
prices hold, but they don’t have the 


Cement Market Capacities 


Source: CRIS INFAC 





lower at 140 million tonnes. 
Therefore, to establish a signifi- | 
cant marketshare in India, any | 
new entrant would have to accu- 
mulate capacity bit by bit. Would it 
even be worth the bother? 

There is a school of thought 
that thinks so. Although most ana- 
lysts seem to think that foreign ac- 
tivity in cement will be next only to 
oil in India, companies seek to dif- 
fer. After all, India is the only ce- 
>. ment market in the world with a 
+” healthy 9% growth rate that a middle- 
class housing boom and good monsoon 


<- is likely to sustain in the medium term. 


Second, for a multinational company on 

‘the prowl for expansions, India is the 
great hunting ground in Asia. Most key 
Asian capacities were snapped up in the 
Asian economic crash of 1997. The ce- 
ment industry in both Malaysia and the 
Philippines is 100% multinational 
owned, Foreign companies already con- 
trol upto 60% of the cement capacity in 
Indonesia and 40% in Thailand. 


MNCs wait to pounce 
On the other hand, India is prime acqui- 
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wherewithal to grow any further.” Says S. 
Ashok Jain, executive director, ACC: 
“There is a mismatch between the ex- 


| pectations of the sellers and the prices 





the buyers are willing to pay.” 

Besides, Lafarge’s strategy in the In- 
dian market has been to accumulate ca- 
pacity piecemeal. It is now the sixth 
largest player in the country with a ca- 
pacity of 4.5 million tonnes per annum, 
giving it a marketshare of 3.24%. Also, in- 
teresting to note is the fact that the ce- 
ment giant has just wrapped up a 


1.3-billion euro rights issue globally. A | 


part of these funds will be used for re- 
paying its debt but the rest of it will be 














i 


used for global acquisitions. Says one ce- 
ment industry official: “I would expect 
major activity from Lafarge in the near 
future in India.” Says ACC’s Jain: “India is 
the second largest cement market in the 
world and is expected to continue to 
grow, while cement demand in many 
parts of the world has hit a plateau. 
Therefore, the foreign interest in the In- 
dian cement industry will persist even if 
there is low interest today.” 

Of more immediate concern is the 
impact on prices. Over the last few years, 
the industry has been in a chronic over- 
supply situation leading to a slide in ce- 
ment prices. In asense, 2001-2002 was a 
record year for cement capacities 
as over 13 million tonnes were 
added. It is just last year that ce- 
ment prices had begun to recover 
and stabilise as demand started 
picking up due to a sustained 
housing boom and infrastructure 
spending. Says Singhvi: “Prices 
are better than they have been for 
the past few years.” Is this mo- 
mentum likely to sustain? And 
how will this further consolida- 
tion affect prices in the industry? 

Analysts reckon the acquisi- 
tion will definitely stabilise prices 
in the South and West, but more 
so in the South. This is because 
Sanghi Cement commissioned a 
2.6 million-tonne plant in Kutch 
(Gujarat) just last month. Says 
Bharati Chhate, analyst, Cris In- 
fac: “Price recovery is likely to be 
slower in the West than in other: 
parts of the country due to this 
fresh capacity.” 

Overall, market-watchers are 
ruling out any rapid increase in 
cement prices due to the frag- 
mented nature of the industry. In 
oversupply clusters, producers 
typically tend to outprice each 
other. Says Balakrishnan: “Prices 
will depend to a large extent on 
how responsibly the bigger players and 
how the rest of the industry behaves.” If 
there is a blip in the market, would com- 
panies start undercutting each other?” 
Singhvi of Ambuja believes this will not 
happen. In a bad market, price becomes 
one of the tools to garner marketshare. 
But when demand is stable, players pre- 
fer to have stability in prices. He adds: “I 
don't think the larger players would be 
that irresponsible. We have about Rs 
5,000 crore in this business and the Bir- 
las have another Rs 2200 crore. One 
needs to see an adequate return on that 
investment.” It seems like this is the right 
time to getit. a 
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MOD AGE - The Furniture World 


MG Road, and spread over an area of approx. 

10,000 sq. feet, it encompasses a wide range of 
imported products as well as a limited edition of high 
class Indian Furniture. Also from the in house design 
centre, a range of modern chairs are designed and pro- 
duced for a very distinctive and modern looks. 
Run by young team of entrepreneurs, Sumeet Singh 
and Gagan Sachdeva, the contemporary as well as clas- 
sic products are imported mainly from Europe and 
include range of beds, Dining Tables, Centre Tables, 
Leather & Fabric Sofas, Chairs, and Cabinets etc. The 
products are a beautiful blend of glass, metal and wood 
with even Morano glass furniture products and some 
products being a winner of Designer award in Milan 
fair. A new range of office furniture — Tables and chairs 
is also coming up shortly. : 
Says Sumeet Singh, we have recently tied up with a 
top notch Italian Furniture manufacturing company, 
Fratelli Radice , to launch their Modern product range 
“DUOMO?” in India. The designer of this exclusive 
range is Ontenello Radice who has designed products 
for International Celebrities like Sylvester Stallone, 
Margaret Thatcher etc. 
Adds Gagan Sachdeva, besides the Italian collabora- 
tion , we have also tied up with creative students of 


ocated at the most upcoming road in New Delhi, 










National Institute of Design to add on accessories 
like Paintings, Crystals, Glassware, Ceramics , Furnish- 
ing etc. 

The vision of Mod Age is to provide clients with a 
Complete Home Concept besides the furniture range 
available, making it a lifestyle showroom. 

Assisted by an excellent team of Designers and Archi- 
tects, the group also provides Turnkey Interior Solu- 
tions and Construction also to the clients. MODAGE 
specializes in creating a space that reflects client's vi- 
sion and lifestyle — be it commercial, residential, farm- 
house or office. 

Expansion is on the anvil with more branches of Mod 
Age opening up in major metros in the very near 
future to reach out to people in a bigger way. a 


Who moved the cheese to the east? 
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ILAL Khan, chief information offi- 

cer at Honda Siel Cars, could 

sense trouble. He had just been 

asked to ‘re-evaluate’ and ‘resize’ 

the IT infrastructure of his com- 
pany. The annual budget guidelines had 
made it clear that Honda would not be 
willing to spend on any new technology 
initiatives unless the initiatives showed 
quick returns. Khan knew that he would 
have to do some deft IT jugglery. “We 
had to accommodate our increasing de- 
mands within the limits of the existing 
infrastructure; that meant a lot of rede- 
ployment and restructuring,” he says. 
Eventually, he had to “compromise on 
our long-term R&D plans, postpone 
training programmes and invest only 
in those things that could immedi- 
ately contribute to business,” 
Khan laments. 


SE 


As the going gets 
tough, companies 
force CIOs to squeeze 
returns out of their 
IT investments 
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Cut to the offices of Maruti Udyog. 
The auto major has a huge 1,000-strong 
supply chain network and robust in- 
house IT infrastructure. Maruti was hav- 
ing trouble managing software installa- 
tions, upgrades, data backup and the 
like related to both its supplier and in- 
house IT networks. The company 
wanted to consolidate all these activities 
to improve efficiency and, at the same 
time, cut down on the separate costs in- 
curred in each of them. CIO Rajesh Up- 
pal finally settled on Citrix’s server- 
based computing technology. And 
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reduced Maruti’s total cost of ownership 
by at least 15-20%. 

Honda and Maruti are not alone. A 
number of companies have actively 
started looking at the returns on invest- 
ment (ROIs) before deciding to invest in 
technology (See ‘Companies Invest By 
The Calculator’). A random Business- 
world CIO survey across 20 large organi- 
sations revealed that almost 45% of 
them conduct such analyses and 35% 
are planning to do so in the near future. 

Market observers say the trend is in- 
evitable. Technology, the prima donna 
of the boom times, did not live up to ex- 
pectations. The sky-high valuations of 
the so-called New Economy companies 

proved unrealistic as the economy be- 
gan to slow down. This not only af- 
fected new investments in the tech 
sector, but also the tech initiatives of 
many Old Economy companies. Most 
of these were already finding that their 
massive investments in IT were yield- 
ing little to no returns — by mid 
2002, of most large IT project imple- 
mentations in Corporate India, only 
3-4 had delivered (See ‘Value of Re- 
turns’, BW, 29 April 2002). No wonder, 
as the economy went into a tailspin, 
mostly everyone in the corporate 
world began questioning the very ba- 
sis of their IT decisions. Uppal says, 
“getting ROI of IT investments appre- 
ciated by business users is the top- 
most concern of CIOs today”. 


IT’s No Exception 


Flash back to the days when IT be- 
gan to enter the hallowed offices of 
the corporate world. Unlike other 
business projects, investments in IT 
were not scrutinised closely. There 
were many reasons for this. One, 
computerisation of operations was seen 
as an imperative, if only to make busi- 
ness processes more efficient. Alterna- 
tively, it was a status issue; also, being 
technology-driven was seen as a differ- 
entiator in a competitive market. 
Mostly, though, it’s because there 
were no clear benchmarks for evaluating 
IT projects. Most technologies were new 
and had to be evaluated on assump- 
tions, many of which later proved unre- 
alistic and exaggerated. “The problem 
was that there were no prior cases of im- 
plementation. So IT managers and CEOs 
got swayed by the promises made by 
vendors. They didn’t realise that the ba- 
sis of their assumptions could be faulty 
and lead to business disasters,” says 
Timmy Kandhari, executive director 
(Corporate Finance & Recovery), Price- 
waterhouseCoopers. 
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Kandhari points to the case of a tele- 
com giant that laid huge submarine ca- 
bles expecting increasing traffic to cover 
the cost of the network. However, after 
the wireless wave swept away a large 
chunk of the network traffic, the com- 
pany was saddled with huge debts. Simi- 
larly, the call centre boom saw the prolif- 
eration of many mom-and- -pop shops, 
which built huge capacities in anticipa- 
tion of business. Eventually, most of 
them had to shut down or merge with 






How RC li is measured 


AFFERENT projects need different methodologies to calculate retums n 

: D investment. For CRM ‘or supply chain management proj 
‘ted cash flow method is best as these projects offer poten 

revenue. Payback measurement: technique can be used for infrastructure 
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__ projects, such as upgrading data servers. 






























-The basic tool in these techniques is the net present value (NPV). NPV ind : 





bigger players. As a result, Kandhari says, 
“companies are gradually realising that discount factor i is used to arrive at the NPV. like 
their tech initiatives are not an exception 
to business logic and have to be treated n 
like any other investment”. PV=> ent 

Which means that investment deci- t0 (1 + n 
sions related to IT have to follow the oe 
same rules as those for rat 
other businesses. 
“CIOs need to com. | | HOW UTI BANK LOOKS AT ne 
pletely change their | i Ma 
orientation from being | Core i / 
IT driven to being busi- | infrastructure, | n be absorbed a as cost of being arrive at returns. Complex í fina 
nesediiven Theygecd. | Mantenan | a sea . be necessary only if the total 
processes and business | Product epp, Rationalse the benefit and | ments is relatively large and the risk 

evelopment, : plou ck a share of the 

implications better as process enefit accrued as retum on iT |  Senerate retums is equator to dos 
they have to align IT engineering = investment ness. The trickier part is to classify ve 
with the rest of the or- | 777 aia mpact difficult to quantify. | and define appropriate ways of treat 
ganisation. The chang- Business ie effect on Sotak deion UTI Bank is one organisation which has done 
ingapproachisinaway | intelligence | long: term (See ‘How UTI Bank Looks At ROI), 
good for us as itcom- | = According to V.K. Ramani, president m, 


pels. us to go for in- 
creased level of planning,” says Honda 
Siel’s Khan. 

The need to measure each invest- 
ment decision carefully is all the more 
critical given the tough economic sce- 
nario and consequent tight budgets in 
many organisations. Most large IT pro- 
jects demand huge expenditure, which 
can even go up to crores of rupees. And if 
they don't meet expectations, one could 
incur massive losses. That was the case 
with many ERP projects that went into 
several months ofimplementation with- 
out yielding the desired results. Natu- 
rally, in such cases, the emphasis on 
ROIs is all the more justified. 


Calculating ROIs 


However, that’s easier said than done. 
There are many techniques of calculat- 
ing ROIs like internal rate of return (IRR), 
discounted cash flow analysis and pay- 
back measurement. Companies must 
pick the right technique depending on 
the kind of IT project that needs to be 
implemented. The effectiveness of a 
new ERP project, for instance, could be 
measured by the savings achieved by re- 
duction in cost through better pricing or 
increased efficiency. Revamping of an 





Bank, “The assessment of retum on IT is to be made on a case-to-case 
Each method has its drawbacks. To adopt these, one would pri 
entire approach is that of an accountant and not of a visionary. 
Our formula, for instance, assumes that the predicted 
occur, but, in reality, there is no assurance. This uncertainty < 

- arriving at three types of NPV: optimistic, probable and p 
This approach does not take into account the value 
IT head may have no choice but to justify the exper 
qualitative benefits and the overall impact on busi 
total estimated cosi to CFOICEO and Walt for a Gv 


older system, however, may require tak- 
ing into consideration other variables. 


Often enough, it is difficult to estimate | 


how much of the savings are from the IT 


implementation itself and not from 
some other factors like the improved 
| search firm Meta Group says that 70% of 

In fact, there could be varied benefits | 
from any particular project: reduced | 
communication costs, lower inventory | 
holdings, increased productivity, in- | 


process efficiency. 


creased process efficiency, reduced time 
to market, improved customer satisfac- 
tion, higher earnings and greater cus- 


tomer loyalty, to name a few. While itis | 


easy to measure savings or an increase in 


earnings, how does one calculate anin- | 


l 
| 
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tangible like customer loyalty? 

Nevertheless, most techniques that 
Indian companies use are still based on 
a single criterion — like a cost-benefit 
analysis or some type of return calcula- 
tion (See ‘How ROI Is Measured’). US re- 


Global 2000 companies still use single- 
dimension criteria to select projects. 
Less than 10% apply several levels oferi- 
teria (like risk, life cycle, return, planning 
horizon). Factoring in the entire gamut 
of business complexities could be tough, 
but, analysts believe, it is better to take 
multiple factors into consideration and 
leave the minimum to chance. Meta be- 
lieves that by 2006, more than 30% of 
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m~ cman tar have been able to achieve 






a servers at 30 locations. va, the company suffered from low 
| bandwidth and slow processing. Invoicing time was as high 
-as 7-8 minutes. To reduce processing time, LG could double 
the bandwidth, -a cost of Rs 50 lakh per year. 
Instead, it used a pure return on cash ` 

~~ mechanism to settle for a server application 
software costing a one-time Rs 30 lakh, This 
ved the bandwidth problem and helped 
















i lakh in use ‘training. Citrix's MetaFrame 
xP eApplication Server Software now 
_ runs on eight of its servers. Invoicing 
__ time is down to 40 seconds. RO! was 

` recovered in four months, as expected. 
- Honda Siel Cars 

“operates in a high-value car segment, where the pressure 
_ ‘to maintain end-product prices is high, while the cost of 
_ inputs cannot be reduced too much. The company decided to 
est only in those technologies that would help control 
sts. The RO! was calculated in terms of the savings made -` 


: and the anticipated payback period. CIO Hilal Khan says: “We 
used simple arithmetic logic. If we invest ‘X’ amount ina 


















jies invest by the calcula i uae 


particular technology and. are al 
over a given period of time, we have recovered our co: 
Using Voice ‘over Intere! i ; 









| maintenance costs to one-third and improved Scns 








Dr. Reddy's Laboratories Oe 


As Dr. Reddy's went global, its communication 

a costs and storage needs shot up. So it built : 
an IP Telephony network and upgraded SAP 
servers. “The investment discussion begins - 
with business benefits,” says clo Sachdev me 
Ramakrishna, “In some cases, it is easyto ooo 
make a business case. in others then > could be ie 
f more qualitative benefits.” i 
<The primary approach is based í on savings. A 
F expected, Alternatives are looked at and numbers 

are compared with current infrastructure to arrive 4 

| at the payback period and the ROI. After Dr. Reddy's installed _ 
an international private leased circuit pipe to unify voice, 
video and data and connect its manufacturing locations with 
the Hyderabad, New Jersey and Atlanta offices, international 
calling costs have come down. The company. estimates eee 

payback in 10 months; overall infrastructure mensgenent 7 
costs have fallen 10-12%. 














Global 2000 companies will use multidi- 
mensional project portfolio decision cri- 
teria to calculate IT ROIs. 

All this, however, will only give you 
an idea of the kind of returns one can ex- 
pect out ofa given project. The actual re- 
sults achieved over a period need to be 
measured against planned metrics fre- 
quently to understand how the returns 

_ are shaping up. Real-time measurement 
of ROI starts after the pilot phase of a 
_ project and then is done after each im- 
plementation phase is completed. Un- 
less the ROI is reviewed after each phase, 
it could result in a mismatch between 
i> the returns expected and those achie- 
© ved. C.R.N. Vairavelu, CIO, Ford India, 
explains: “During this review, you might 
find some areas of concern like ROI dip- 
ping. This could be due to non-usage of 
all the features in the system or a perfor- 
mance issue with the application. This 
necessitates corrective actions like re- 
training users, educating them on the 
benefits, removing system bugs, or, in 





some cases, even retiring the solution.” 


| Tricky Business 


The problem with old-fashioned ROI 


| modelling is that you have to develop 


the business case even before you have 
all the facts. Under intense pressure 
from the management, IT departments 
might come up with some numbers, 
which may be far from accurate. Frost & 


Sullivan consultant Aditya Sapru warns: | 


“Since an ROI-based approach attaches 
pure numbers to both tangibles and in- 
tangibles, there is a significant chance of 
being precisely incorrect than approxi- 
mately correct. Moreover, these models 
depend to a great extent on a set of as- 


sumptions and the ingenuity ofthe con- | 


sultants, which may not stand the tests 
of objectivity and repeatability.” 

Then there are limitations to the 
techniques themselves. Discounted 
cash flow techniques such as NPV and 
IRR work well in traditional capital bud- 
geting areas such as replacement deci- 





| 
| 
| 





sions or alternative production meth- 


| ods. But they don't work well with strate- 


gic investments such as evaluation of 
new product lines or investment in R&D. 
Such valuations assume the business 
will follow a predetermined or static 
plan, which isn't always how things work 
out. Opting for vendor-driven method- 
ologies may not be a good idea either as 
the vendors try to portray their own so- 
lutions as the best option. 

Many organisations are now moving 
beyond pure arithmetical ROI assess- 
ments to a project-planning approach 
that works in a phased manner. That 
way, you have a better chance of avoid- 
ing losses. 

Whatever be the approach followed, 
rationalisation of IT expenditure is here 
to stay. With time, as companies gain 
more experience and maturity, the tech- 
niques would also evolve and IT can be 
more meaningfully deployed to create 
business value. CIOs may find this is a 
way of life. E 
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Luc Van Nevel, the Belgium- | 1200 sq ft. Even as the company develops its 
born CEO of Denver-based luggage | exclusive retail channel, multi-brand outlets 
making giant Samsonite | are expected to be rationalised gradually. 

Corporation zipped across continents to India | Worldwide, Samsonite has undertaken a 

recently, he had a clear objective in mind: to | major change in its brand positioning. Earlier, 
aggressively promote the trendiest | it was known as the world’s leading 


products from the luggage manufacturer. In 
world tune with the 
re increasing 





top luggage maker in the 

sub-continent. “Samsonite products 

offer innovation, functionality, high quality, | 

reliability and durability. And they are 
solution-driven,” said Luc. 

To prove his point, action has picked up 


complexity of 

businesses and 

dominance of technology in 

the nineties, Samsonite has opted for 
positioning itself as a travel company. The 
company is working on providing a complete 


on ground. In | solution to the mobile customer. Samsonite, in | 
A keeping with the | any case, is an extremely successful brand. In 
©) tradition of | the US, it boasts of a brand awareness of 90% 
spreading | and in Europe, 70%. 


Samsonite innovation, | 


Samsonite has introduced its ‘Leather 
Collection’ in India. The range includes 
laptop cases, portfolios, executive bags, travel 
bags and wheeled computer bags. Also 
introduced is a collection of leather wallets. | 
Other brands too. have arrived in India. 


Samsonite has been upgrading its 
technology too to suit the changing times. It 
introduced hybrid shell suitcase in 1194. Four 
years later, the company launched Big Wheel 
trolley. Last year, Xylem wide handle case was 
launched and recently Samsonite launched 
Bluetooth-enabled intelligent business case 


PROMOTIONS 


focuses on the value conscious customer. 

Samsonite’s success in 
manufacturing facility in India to cater to the 
brand's markets overseas underscores the 









creating a 


| point that India can be a centre for global 


excellence beyond IT facilities, in a sector 
like travel accessories. 

Beyond manufacturing, 
Samsonite has also 


e 
lugae? 


India world-class 
service centers, a new concept in the area of 
luggage in the country. There is a Service at 
Home’ facility offered by Samsonite that asks 
customers to get in touch through phones for 
service related problems and promises 
solutions within a reasonable time. 

As for safety, each Samsonite product 
undergoes six types of test before it goes to 
the market - tumble test, handle test, drop 
test, wheel test, zipper test and locks test. 
Apart from this self-imposed regimen, 
Samsonite also has acquired the ISO 9002 
certification for its production system. 

Samsonite has also entered 


Samsonite has also introduced ‘Hedgren’, a 
fashionable designer European brand here. 


Hedgren includes backpacks, ladies bags, | 


shoulder bags et al. And then there is the F'lite 
range that offers a unique trolley system with 
translucent combination locks. 


accessories that go with luggage and 
bags. Double comfort travel pillows, 
triple combo locks, 4-dial brass locks, 


for hi-tech travelers. 
Samsonite luggage is sold through 23,000 
outlets found in more than 100 countries 





| throughout the world. Joint ventures have luggage- locking Straps. “are. ah 
| fry adding to the strength of the 

been formed to produce and distribute ; 
brand. Its powerful brand 


| Samsonite products locally in Singapore, h 


An undisputed world leader in luggage | 


and travel bags, in India, Samsonite changed 
its retail strategy in 
the recent past 
, * shifting retail 
s distribution away 
@ from multi-brand 
j luggage outlets to 
its 
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exclusive 


SAA network of Travel 
ARE World-branded 
amsonite 

luggage 
showrooms. The brand launches in India vibe 
with the global multi-brand initiative. 
Jamsonite plans to enhance the network of 
[ravel World to 140 in 2003. Travel World 
jutlets occupy a space of between 400 and 


CE 


Sate A franchised | 


| of setting up production in 1997, Samsonite 












a s assured 


India and China. In India, the company’s 
manufacturing hub is located in Nashik, one 
of the three in the world. The other two hubs 
are located in Italy and China. Within a year 


Samsonite a 
travel into 


smooth 
future. 


achieved the market leadership position - 
almost 60 per cent share- in the premium 
luggage segment. 

Luc Van Nevel outlines the marketing 
theme as in two words: “Samsonite 
worldproof”. The idea is to speak with one 
voice to create consistency in global 
branding. The marketing focus is on three 
levels: Samsonite brand itself is targeted at 
the luxury segment. At the mid-upper 
income level, brands like Lacoste, 
Hedgren, Sammies and Trunk&Co are 
targeted. American Tourister brand 
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Now, it can endorse a bright future. 
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INDEX FUNDS 


VIKAS DHOOT & 
SUPRIYA KURANE 
ON 25 April 2003, the Nifty was at 
924.30 points, while the Sensex 
was at 2924 points. This was the 
lowest level the Indian market 
sank to this year. Today the mar- 
kets areon an upsurge. The Sen- 
. sex at the time of writing this 
story was at 3601, the Nifty at 
1133. If on that hot April day, you 
had put your money in an index 
fund that simply tracks the Nifty 
or the Sensex instead of betting 
onany individual stocks, your in- 
vestment would have already given you a 
return of 22-23%. On an annualised ba- 
sis, that works out to a whopping 121% or 
126%, respectively. Interesting, isn't it? 


_ (ind)X-Men 2 
> For the last two years, when the markets 


dex funds (See ‘Own the haystack’, BW, 3 
September 2001 and ‘Passive and Popu- 
lar’, BW, 30 September 2002). Along with 
readers, we think even mutual fund 
houses are getting convinced about in- 
dexing. When the first story appeared, 
there were only three index funds in the 
market. When the second appeared, 
there were 15. And as you read this, there 
are 23 in operation! 

Institutional investors like banks and 
corporate treasuries have also started in- 
vesting in index funds over the last year. 
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have been flat, Businessworld has been | 
consistently advising investors to con- | 


sider investing their listless savingsinin- | with the turnover ratios of index funds. 
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Bank treasuries that made merry with 
the volatility in g-secs are now looking 
for other avenues to pump up trading in- 
come. Even a 1% rise in a month in the 
index is great for them as an annualised 


12% is better than the 6% available on | 


gilts! A few treasuries have even put 5% 
of their portfolios into various index 
funds. Their participation can be gauged 


Unit Trust of India’s (UTI) Master Index 
Fund and Nifty Index Fund, for instance, 
have turnover ratios of 300% and 200%, 
respectively. This means that very large 
investors are getting in and out of the 
fund at various points in the year. 
Coming up next is some action ina 
special category of index funds called ex- 
change-traded funds (ETFs). An idea 
born in the US in 1993, an ETF is just like 
any other index fund except that it’s 
listed on the stock exchange like a share 
and can be traded in during market 






























hours. If index funds offer great benefits 
over actively managed funds in terms of 
costs and risks, ETFs are even better 
than index funds by virtue of even lowe1 
costs with higher liquidity and flexibility 


Sunder Bender? 


Back in 1999, the UTI was preparing tc 
launch India’s first exchange-traded 
fund called Sunder, which was to be 
linked to the Sensex. But the plans were 
shelved on fears that index investing had 
still not matured in India, Now UTI is 
flicking the dust off the Sunder file. With 
index funds’ corpus now close to Rs 85C 
crore, indexing seems to be here to stay 
But what could have been India’s firs 
ETF will now be the fifth. Sunder’s initia 


| public offer will open on 7 July. Thei: 


journey to this launch is interesting fo 
two reasons — the bizarre forces whicl 
led them to change Sunder’s structuri 
and UTI’s plans to ensure its success. 

In 2001, Benchmark, a new mutua 
fund house, was launched with Nift 
BeEs, an ETF linked to the NSE Nifty 
Prudential ICICI followed suit in 200: 
with an ETF called SPICE linked to th 
BSE Sensex. When UTI revived its Sun 
der plans, it went to the BSE to link it 
product to the Sensex. The BSE had tı 
turn them down. The reason — there i 
an exclusive mutual tie-up between Pru 
dential ICICI and BSE, whereby no othe 
ETF can be linked to the Sensex. India) 
market observers were taken aback b 
such a tie-up between a stock exchang 
and a mutual fund. After all, there ar 
many index funds linked to the Sensex. 
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As index funds multiply, UTI’s 


Sunder could generate action i 


E7 


in exchange-traded funds too x 





The Bombay 
‘Stock Exchange's. chief 


sSbonibinilst Bandi Ram Prasad doesn't | 
see any harm in such a tie-up. “Such tie- | 


ups happen abroad too. In any case, 
other ETFs can be linked to any of our 12 
other indices (like the bank index).” But 
` Prudential ICICI’s Sanjay Mehrotra says: 
“No other asset management company 
per se would be able to launch an ETF 
linked to the Sensex. Also, we have the 
first right of refusal for any ETF to be 
‘launched on any other BSE Index.” 
_. Though the two partners are not ex- 
_actly in sync, we tried to check if such tie- 
‘ups are normal. Deborah Fuhr, execu- 
tive director, Global Exchange Traded 





Funds Research at Morgan Stanley, Lon- | 


don, says: “Some AMCs do ask for exclu- 
sive licences. And exchanges like AEX (in 
Holland) have got into such arrange- 


ments. If exchanges are comfortable | 


with an AMC, a first call clause can be 
built in too.” 

This is why Sunder, which was origi- 
nally an acronym for Sensex UTI No- 
tional Depository Receipt, now stands 
for S&P CNX Nifty UTI Notional Deposi- 
tory Receipt! The move from Sensex to 
the Nifty may actually be a blessing in 













disguise for UTI. This is be- 
c} cause, typically, only 10-20% of 

ETF investors are individuals. Fuhr 
says: “Institutions like hedge funds, mu- 
tual funds, pension funds and insurance 
companies use ETFs actively. Some in- 


stitutional investors, which are not al- | 


lowed to invest in index futures, use | 
ETFs instead. The most common use of | 
ETFs is to equitise cash. Anditiseasierto | 


run an ETF if there is a futures market 
linked to the index it is tracking.” 

When it comes to the index futures 
market in India, Nifty futures are leagues 
ahead of Sensex futures — the average 
daily Nifty futures volumes over the last 
six months are almost 68 times the aver- 
age daily Sensex futures volumes. In fact, 
over the last two months, the trend has 
got much worse for Sensex futures. So 
has Prudential ICICI shot itself in the 
foot with their exclusive arrangement? 
Mehrotra says they can still “launch an 
ETF on any index on the NSE.” 

Also, usually, the ETE, which is the 


| first mover on an index, enjoys an ad- 
| Vantage over the guys who follow. How- | 


ever, Benchmark as well as Prudential | 
ICICI have not been too successful in | 


selling the ETF concept to Indian in- 
vestors. Together, they have a corpus 


close to just Rs 30 crore. Sources say | 
there is noinstitutional participation yet | 


and they are concerned about liquidity. | 
This is a vicious circle of sorts. Because | 
there isn't any institutional participa- | 
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tion, there is no real liquidity and 
because there is no liquidity, the insti- 
tutional guys aren't interested. 

However, the liquidity concerns of | 
institutions regarding these products 
are, perhaps, misplaced. Fuhr says that 
the liquidity of an ETF is. as good as the 
liquidity of the underlying shares, 

Nevertheless, UTI is going alloutto” 
ensure such concerns don't plague Sun- 
der. Says UTI Mutual Fund fund man: 
ager Sanjay Sinha: “The launch of Sun- 
der is going to be the most-ambitious 
marketing campaign UTI has everun-- 
dertaken. Nearly 500 presentations: will 
be made in two weeks to institutions as 
well as investor associations across In- 
dia.” He-says a latent demand for ETF - 
products is already there among banks 
that currently invest in UTIs index 
funds. “We are proposing an initial size 
of Rs 400 crore. If we succeed, even 
can use it. In fact, when our chair 
had recently gone abroad, he got an 
thusiastic response for the product fr 
institutions in the UK and the US!” 

Market watchers are, however, scep- 
tical about how UTI can talk about a spe- 
cific initial size of the fund even before © 
its launch. Some say that they are using 
Sunder to dump some of their holdings 
in the Nifty index stocks. Even if that 
were true, Fuhr says that there is a prece- 
dent to this. “In Japan, for instance, ETFs 
were approved and created to facilitate. 
unwinding of cross-holdings among 
banks and insurance companies.” 

Sunder will now start competing. - 
with Nifty BeEs on the NSE, both prod- ~ 
ucts being the same. And though the 
same company cannot be listed twice in 
the same exchange, different ETFs with 
the same underlying shares apparently 
can. In fact, if UTI is successful in selling 
Sunder, the other ETFs may also benefit. 

Which brings us to the question on 
any index investor's mind: should you 
buy at the market's current levels? Has 
the rally already peaked? Well, we have 
no ready answers to that. Buthey, maybe 
you can buy a share in the ET's every- 
day. Unlike index funds, the minimum 
investment in ETFs is just 1/100 of the 
Sensex value for SPICE and 1/10th of the 











At Rs 36 and Rs 113, the market sud- 
denly seems cheap! = 





TENTEN 


BRICK LANE 
- By Monica Ali 
“Doubleday 
Pages: 416; price: £12.99 





MONICA AL 


finds herself ina strange new world 
~ in Tower Hamlets in the East End of 
«London, a sharp contrast to her vil- 


dutiful, 
Outwardly, her life seems calm and 


peace. That is when Nazneen has a 
clandestine affair with Karim, a 
second-generation Bangladeshi 
immigrant. But in the end, she 


once, she starts living life on her 
own terms. 
> -Ali, who is half-Bangladeshi 
herself, etches out her main char- 
acters in vivid detail. And even 
though she deals with serious 
issues, the tone of the novel 
remains light throughout. It is not 
surprising that Ali made it to 
Granta’s list of best young British 
novelists even before Brick Lane 
was published. a 


OR a debut | 
Foret Monica | 

Ali's Brick Lane — 
is a fine work | 
indeed. This is the - 
_ story of Nazneen, © 
a young Ban- — 
| gladeshi girl who © 
never questions | 
her circumstances and just goes _ 
with the flow. Forced:into a mar- | 
riage with a much older man, she | 


lage in Bangladesh. Nazneen is a ~ 
undemanding wife. | 


perfect. But inside, she is not at © 


realises the futility of it all, And for | 


ALOKANANDA CHAKRABORTY 


N the headiness and stress of run- 


ning a business, sometimes itis easy | 


to forget that it’s really about the ba- 


sics: hire the best people, pay them | 


fairly, treat your customers like your 


friends, and they will come back year | 


after year. (Of course, if your product or 
service is lacking, you'll need to correct 
that first.) The reason people read 

business books, perhaps, is 
to get help in 
getting back to 
the basics. 

Philip Kotl- 
ers Marketing 
Insights From A 
to Z serves as a 
wonderful re- 
minder to all 
those in busi- 
ness that their 
No. 1 priority is 
to meet custo- 
mer needs. The book reiter- 
ates that without customers there 
is no business, and shows the reader 
how to keep the customers they have 
while adding more. 

From ‘Advertising’ to ‘Zest’, topics are 
organised alphabetically to allow read- 
ers easy access to advice, Relevant and 
straightforward, at first read, this book 
seems comprehensive enough forman- 
agers who want a complete primer on 
the basics of contemporary brand mar- 


COMMON WISDOM 


Using Sports To Be A High- -Performance Worker 


ECOME a Corporate Athlete (registered ji tacir & Tony schware ON FORM 

p esemane. That may sound like the j By Jim Loehr 
next mantra for fitness freaks, but On and Tony 

Form is all about using successful training Schwartz 
systems of athletes to become a high-per- Nicholas Brealey 
forming worker. The key to that, authors Publishing 
Loehr and Schwartz say, is managing en- Pages: 194; 

_ ergy, not time. Skilful management of all price: £14.99 





kinds of energy — physical, emotional, 
mental and spiritual — helps you become “fully e 
Loehr and Schwartz run LGE Performance Systems, which 
has trained sports personalities like Pete Sampras, Monica Se- | 
les, Arantxa Sanchez-Vicario, footballer Ray Mancini and | 
speed skater Dan Jansen. Later they worked with FBI hostage | 
rescue teams and US marshals before working with Fortune | 
- 500 companies like Pfizer, Salomon Smith Barney, Merrill | 


































| keting. It is told in plain language rather 
| than B-school jargon, mixing checklists 
| and exercises with Kotler’s first-hand ob- 
| servations of what works. 
l But that’s about it. Unlike Kotler’s 
| earlier works Kotler on Marketing: How 
| tocreate, Win, and Dominate Markets or 
| Marketing Management, this book offers 
| no new perspectives on successful 
| strategic market planning. What Kotler, 
who is hailed by Management 
Centre Europe as “the 
world’s foremost expert. 
on the strategic prac- 
tice of marketing”, 
has written is more 
in the nature of 
Cliff Notes, pre- 
senting’an over- 









80 Concepts Every 
Manager Needs to" 





Know simplified view of 
ce i marketing in a 

, ae Kotler hypercompetitive 
a eeu world. His ideas 

= Pages: 224; , ; 

uE aren't revolutionary; 
price! $24.95. de y 
experienced marketers 

will recognise most as in- 

dustry standards. 


| Sample this. “Companies must learn 
to move from a product making focus to 
a customer owning focus,” Kotler writes. 
“Companies must wake up to the fact 
that they have a new boss — the cus- 
tomer. If your people are not thinking 
customer, they are not thinking. Ifthey 
are not directly serving the customer, 
they'd better serve someone who is. If 
they don’t take care of your customers, 


Lynch and Bristol-Myers Squibb. 

But how does one become fully eng- 
aged? The authors compare their new par- 
adigm to the old. Seek stress, don’t avoid it. 
Increased doses of stress increase strength. 
Live life in a series of sprints; not as a 
marathon. Our bodies work in cyclical 
rhythms, constantly taking breaks to 
recharge themselves. In fact, breaks are 
very important in the Corporate Athlete 
training system. And live by rituals, not 
self-discipline. The book is full of examples 


of people who have benefited from the training system and 
even quotes studies by sports trainers in ancient Greece and 
psychologists. It also has a Personal Development Plan that 
you can use to plan your own life. About as riveting as a good 
India-Pakistan match. 


PADMA DAMODARAN 


MAGAZINE OF THE NEW ECONOMY Mm BUSINESSWORLD 14 JULY 2003 


BUT NO INSIGHTS 







PHILIP KOTLER is professor of international marketing at the 
Northwestern University’s Kellogg Graduate School of Management. 
He has authored many marketing classics including Marketing 

Management and Kotler On Marketing 









filled with conventional wis- 
dom, if not insights. Appar- 
ently, this is meant for junior- 
or middle-level managers ei- 
ther in marketing, or in re- 
lated or non-related fields 
and, obviously, managers 
who are either naive or green 
about marketing. 

The book disappoints from the point 
of view of the framework. It ends up be- 
ing a compilation of information on 
business systems and applications for 
customer-centric marketing, with lots of 
quotable quotes from Chinese thinkers 
to business leaders and Woody Allen! 


someone else will.” Or this. “A 
company that pays little to its 
employees will get back little 
in return, If you pay your peo- 
ple in peanuts, you will get 
monkeys. It will cost you lots 
of money to replace employ- 
ees.... Finding talented and 
motivated employees and re- 
taining them is the key to business suc- 
cess.... Smart companies pay generously. 
They attract the best people who outper- 
form average people by a higher multi- 
ple than the higher pay. They experience 
less employee turnover and lower costs 
of hiring (because people flock to the 
company) and of training (because they | Just like several others on this subject. 
hire people with more capabilities).” All said, while Kotler’s book makes 
Well... | little attempt to explore the messy busi- 
It seems like Kotler has just com- | ness of implementing the various 
pleted a less-than-200 pages report, and | “smart” ways of conducting business as 
has synthesised a lot of cute, but not | he lays down in the book, it remains a 
necessarily practical, marketing ideas in | breezy introduction to how marketers 
a well-packaged, bestseller format. It | transform an ordinary sneaker or a pair 
contains quite a bit of information, but | ofsunglasses into a statement of who we 
too much onus is puton the reader toex- | areandwhowewanttobe. E 
trapolate and infer. And that leaves a lot ea SS BREDESOLES 
of room for interpretation. The market- | Alokananda Chakraborty is with agency- 
ing prescriptions are too predictable and | faqs!, an online advertising solutions firm 


A Myopic View Of The Techno-Utopia 


T= techno-driven information society has always held out 





anebulous but overweening promise: it can be a powerful 

force for democracy and world unification. It's a promise 
that has been elevated to the status of absolute certainty by 
the techno-elite of today’s digital age. The Information... takes 
up the issue with that deterministic position. 





PORTRAIT OF A DIRECTOR 


Satyajit Ray 

By Marie Seton 
Penguin Books India 
Pages: 376; price: Rs 495 





HIS is a reissue of Marie Seton’s 
classic portrait of India’s best 
known film-maker that was first 
published in 1971. Ray’s auteur is 
noted for its neo-realistic style and 
it won him an Oscar for Lifetime 
Achievement in 1992. In the West, 
Seton's work, which has been out of 
print for 25 years, is 
regarded as the 
definitive biography 
for its detailed 
analysis of Ray’s 
multi-faceted work 
as film director, 
scenarist and 
musician. 
The book was 
last revised in 1978, 
and the nine films that Ray made 
subsequently are analysed by 
Indrani Majumdar, another Ray 
watcher, in a perceptive afterword. 
Seton’s book on Ray, like her 
biographies of Paul Robeson and 
Sergei Eisenstein, remains in a class 
by itself because of her close asso- 
ciation with the Ray family and him 
and is replete with anecdotes of the 
director at work. There are 61 pages 
of photographs. Portrait Of A 
Director is an unusually well pro- 
duced for a Penguin book. s 





formation is not new. And just as Marshall McLuhan’s seduc- 
tive vision of a ‘global village’ did not take into account cul- 
tural complexities and the mechanics of inequality, so does 
the techno-Utopian vision suffer from myopia. The digital di- 
vide is not exactly virtual. 

Nor is the nation state going to go away in a hurry. The 
point was forcefully driven home post 11 September. As the 
chief architect of the networked society, it is in the interests of 
the US and its megacorps to make information the governing 


Mattelart brings the academic’s sure 


authority to the debate as he outlines the THE INFORMATION 
genealogy of the information society. SOCIETY - AN 
He traces the systematic efforts since the INTRODUCTION 
17th century to accord primacy to infor- ` By Armand 
sone as the arbiter of societal and polit- Mattelart 
ical interaction. icati 

The author's point, though occasion- Beria ee 
ally cloaked in turgid phraseology, issim- „rice: £16.99 


ple: the idea of a society governed by in- 








paradigm. But the counter-terrorism stra- 
tegy adopted by the US underscores the 
inherent contradictions in such an enter- 
prise. The book brings some of the contra- 
dictions into sharp focus. It is also a call to 
richer, more reasoned discourse on the 
complex social and cultural interconnec- 
tions in the ‘new’ information society. $ 


NAVJIT GILL 
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FORTRESS EUROPE AGAIN 


on't bank on the European Union as an ally at the Cancun WTO negotiations 
























RAQ and US unilateralism have brought India closerto | WTO compatible because India is below the threshold. Per- 
old Europe —barring Britain, which in any case doesn't — haps one ought to mention that EU’s anti-dumping duties 
think it is part of Europe. So runs a common refrain. If | on Indian bed linen were found to be incompatible by 
one brings in the economic dimension, this refrainhas | WTO's appellate body, but haven't yet been removed by EU. 

doubtful validity — even after taking India’s volume of | Second, EU has scrapped duty-free access on Indian (and 
_ trade with EU into account. Indeed, EU, taken asa group, is | Pakistani) basmati. The argument that this discriminates 








India’s largest trade and investment partner, accounting for | against rice from US and Thailand is a red herring. While 
25% of its trade turnover and 14% of cumulative FDI inflows | MFN (most favoured nation) treatment implies non-dis- 
since 1991. It is also true that EU is a significant aid donor. crimination among WTO members, MFN principles don't 
Today, bilateral trade is almost entirely explained by Britain, | apply to special and differential treatment granted to devel- 
rmany and Belgium. With greater geographical diversifi- | oping countries, And the argument that basmati rice is dis- 
cation, apparently ambitious bilateral trade targets of Euro placing local varieties of rice is pure protectionism. EU has- 
35 billion in 2005 and Euro 50 billion are feasible, given the n't yet come clean on what it proposes as an alternative. 
rate at which India’s exports are chugging along. The 13new Restricting preferential access to traditional basmati will ex- 
< EU entrants will also help reshape trade patterns. | clude cheaper hybrids and TRQs (tariff rate quotas), with 
One message of India’s reform decade of the 1990s | highertariffs above a threshold will set a virtual quantita- 
».-can be stated as ‘Down with aid, up with trade’. So =. tive cap on basmati exports to EU. | 
¿while aid may be important for states, spe- ie Even more disturbing are EU's attempts to 
cific projects or NGOs, trade and invest- reform CAP (Common Agricultural Pol- 
~ ment flows will be the cornerstone of fu- icy). From Seattle in 1999 to Doha in 
+ ture Indo-EU economic relationships. 2001, a fresh round of WTO negotia- 
<> EU never tires of complaining tions got stuck because of the agenda. 
about tariffs, non-tariff barriers Developing countries argued that 
_ (NTBs) and investment barriers in market access (especially agricul- 
India. This wrongly suggests that EU ture) should be sorted out first. De- 
practises what it preaches. The ser- veloped countries favoured inclusion 
_ vices sector is no less restricted within of issues like the Singapore ones 
“EU. EU trade negotiators, shuttling (competition policy, transparency in 
between Brussels and Geneva, rarely government procurement, investment, 
‘suggest that the airline monopoly in this trade facilitation), thus overloading the 
sector be broken. And harping about freer agenda; The Doha Development Agenda 
cross-border movements of capital doesn’t (DDA), with a deadline of January 2005, has a 
mean one accepts freer cross-border movements of compromise, with a decision on inclusion of new is- 
labour. The backlash against Indian software professionals | sues postponed to the Cancun Ministerial in September 
may be more pronounced in the US, but there are ripples | 2003. Since the Doha Ministerial in 2001, EU has never tired 
within Europe as well. Yet another indictment of Fortress | of informing developing countries that it is on the side of 
‘Europe becomes evident if one considers the Indian export | development and appreciates concerns about market ac- 
asket, concentrated in textiles and garments, leather cess. If DDA has now reached an impasse, that is because of 
products, agricultural commodities, chemicals, gems and | US rigidity on public health and drug prices and EU rigidity 
jewellery and engineering. In each of these, specific duties | on agriculture. While the fine print is still being scrutinised, 
(that translate into high tariff equivalents), peak tariffs, tariff | this much is clear. Beyond noises, EU is no mood to reform 
_-escalation and NTBs through anti-dumping and anti-sub- | agriculture. Not a good signal for Cancun. Nor is the possi- 
sidy investigations and standards have been documented. | bility of India aligning with EU very attractive. 
If further evidence was needed, three recent straws in | WTO negotiations are not really about aligning with one 
the wind provide these. First, EU has reactivated anti-sub-. | particular group, but about siding with different countries 
sidy investigations against Indian cotton bed linen. While | on different issues. Unfortunately, on agriculture, the big 
the commerce ministry can be castigated for not yetmak- | three (EU, USA, Japan) are all guilty, differences amounting 
ing Indian export incentives (like DEPB) WTO compatible, to one of degree. Commerce minister Arun Jaitley should 
export subsidies (like 80HHC) that EU is interestedin are | have an answer that goes beyond mere whining. @ 
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amco VirtualWorks™ - “a If all this seems to be in the realm of science fiction, it's 


e quiet revolution in Enterprise Solutions. 


e first flight of the Wright Brothers’ was eventful. But 
rdly anyone could have predicted how flying would 
pact travel. And shrink the world to unimaginable 
oportions. 


at is precisely the scale of change Ramco Systems is 
iw bringing about in Enterprise Systems. 


ter ten years and hundreds of complex 
iplementations worldwide, Ramco has developed a 
ftware framework - Ramco VirtualWorks™. It goes far 
yond anything you have seen so far. Imagine, for 
ample, being able to see how your software will 
action - even before a single line of code is written. 
r being able to switch entire technology platforms 
thin weeks. And being able to co-create the solution 
at is unique to your business. With the built-in ability 
change as your business evolves. 


‘this with a powerful web-based platform that takes 
u seamlessly from scoping of business solutions to 
al implementation - and transitions right through the 
mplete software life-cycle. Co-create applications 
i the fly, in a fraction of the time it currently takes. By 
lecting modules from a library of hundreds of ready- 
-use powertul business processes. 


not. Some of the world's largest Fortune 500 
companies are already deploying these solutions. To 
great effect and business advantage. 


So if you want an Enterprise Solution that you can 
create according to your specifications, deploy in a 
matter of months rather than years and allow for rapid 
change either in response to the business environment 
or competition, there is only one Enterprise Solutions 
company that can do it anywhere in the world. 


Ramco Systems. 
It's time you talked to us. 





Call toll free : 1600 44 2345 or 
e-mail 3 info@rsi.ramco.com 
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STANDARD FURUKAWA 


MAINTENANCE FREE 


THE POWER OF 
TECHNOLOGY 


Get Sonic. Experience the 
dynamics of Japanese technology. 
In its lead-calcium alloy plates. 
Unique glass fibre mat cushioned 
polyethylene envelope separator. 
And selenium as grain refiner. 

All adapted to suit 

tough Indian road conditions. 


Turn the ignition key. And feel the 


power of Sonic. Under your car's a onl 
bonnet. Also in the lights, AC, 
STANDARD FURUKAWA 


audio system and power windows. ™ 
at D>) DN / ae 


It will set your pulse racing. 


DRIVE WITH IT 


Cutting-edge technology ® Maintenance free ® Extra-long life ® Instant power ® QS 9000 certification 


‘Conditions: apply 
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imageRUNNER™ 
1200 Series 








Introducing imageRUNNER 1200 series. The desktop multifunctional copiers. 


The heavy duty imageRunner multifunction efficiency now fits your desktop. Canon's new 
iR1200 series offers the ruggedness and economy of a copier plus speed and clarity of a laser 
printer. The ‘drum & toner’ technology promises reliability at amazingly low running cost. They 
come packed with unmatched features like *12 cpm/ppm copying & printing * Print clarity of 
2400x600 dpi * Faxing at 33.6 kbps * 2 hrs battery backup (for faxing) * 30 sheet Automatic 
Document Feeder for seamless faxing/copying * CAPT technology for hi-speed printing * Possibility Can On 


of networking too! Use it the way you like it 


Qigital solutions | @opiers_ @axes  Q@rinters @canners  @ameras @olor solutions 
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Call Canon at 1600 33 33 66 or e-mail at gangopadhyay@canon.co.in 
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It was only in April 2003 UTI Master Value Fund Perfothræice as ah 30thJierte, 
Fund paid 10% tax-free dividend. It proudly Ay Per unit Rs, 


declares another dividend of Rs. 3.00 per Compounded N 
urn f 


62 
unit of face value of Rs. 10.00 (NAV as on 7th Annualised Ret yi 
July, 2003: Rs. 23.78). The record date is 18th Since inception Ra #144 


July, 2003. The dividend is free from income U T l Over the last three years | 10.70% | 2.26% 
distribution tax since dividend on Over the last one year | 33.71% |1712% 
equity-oriented mutual funds is exempted from M A S T E R 


Assuming reinvestment at immediate ex-dividend 
tax. After the payment ofthe NAV of dividend of Re. 1/- per unit paid in April 2003 


dividend, the NAV will V A L U E (Cum dividend NAV Rs. 17.44). 


fall to the extent of the Past performance may or may not be sustained in the 
future and should not be used as a basis for 
payout. comparison with other investments. 


Get maximum value 
for your money. 
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Please read the offer document before investing. 
For Key Information Memorandum and Application Form please contact the nearest UTI Financial Centre, Chief Representative or Agent. 


INVESTMENT OBJECTIVE: An open - ended equity fund investing in stocks which are currently under-valued to their future eaming potential and carry medium risk profile to provide 
capital appreciation. LOAD STRUCTURE: Entry - Nil. Exit - 2%. REGISTERED OFFICE: UTI Tower, ‘Gn’ Block, Bandra-Kurla Complex, Bandra (East), Mumbai - 400051. 
STATUTORY DETAILS: UT! Mutual Fund has been set up as a Trust under the indian Trust Act, 1882. SPONSORS: State Bank of india, Punjab National Bank, Bank of Baroda and Life 
insurance Corporation of India. (Liability of sponsors limited to Rs. 10,000/-). TRUSTEE: UTI Trustee Co, (P) Ltd. (incorporated under the Companies Act, 1956). INVESTMENT 
MANAGER: UTI Asset Management Co. (P) Ltd. (incorporated under the Companies Act, 1956). RISK FACTORS: All investments in mutual funds and securities are subject to market 
risks and the NAV of the funds may go up or down depending on the factors and forces affecting the securities markets. There can be no assurance that the Fund's objectives will be 
achieved. Past performance of the Sponsors/Mutual Fund/Scheme(s)/AMC is not necessarily indicative of future results. UTI Master Value Fund is only the name of the Scheme of UT! 
Mutual Fund and does not in any manner indicate the quality of the Scheme, its future prospects or returns. There may be instances where no income distribution could be made. 
Realisation of all the assurances and promises made, if any, are subject to the laws of the land as they exist at any relevant point of time. The Scheme is subject io risks relating to Credit, 
Interest Rate, Liquidity, Securities Lending, investment in Overseas Markets, Trading in Equity and Debt Derivatives (the specific risks could be Credit, Market, iMiquidity, Judgemental 
Error, interest Rate Swaps and Forward Rate Agreements). Please read the Offer Document for detailed Risk Factors and consult your financial advisor before investing. 
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A lot will depend 

on Telco’s ability to 
adapt its experience 
of the Indian market 
to other markets 
across the world. 


RAMA NAIR, Mumbai 


@ The fact that Tata Engineering 
(Telco) is eyeing overseas markets for 
commercial vehicles should not 
come asa surprise. Ever since thelate | 
1990s, a majority of automobile and | 
automotive component manufac- 
turers have been vying with each | 
other and many have got themselves | 
certified for QS-9000 quality systems. 
This has kept them in good stead and 
helped them meet international 








TIME TO BRACE UP | 


| quality standards. It has also helped 


| quality standards and the research 
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them compete with global players. 
Contrary to the general percep- 

tion that Indian automobile compa- 

nies will not be able to match the 





and development facilities of global 
players, Telco has proved its capabil- 
ity with the Indica. 

G.S. RAO 

Bangalore 





CUT SHORT! 


Former Britannia CEO Sunil Alagh’s un- 
ceremonious exit (‘The Sack’, BW, 23 | 
June) raises many pertinent issues. | 
Alagh could have been eased out in Feb- 
ruary 2004, when his tenure would have 
come to its logical end. Danone’s ambi- 
tious expansion plan into water and 
fresh dairy products was shelved, thanks 
to Nusli Wadia’s reluctance. Hence, the | 
sales plateaued in the last two years. | 
If a performing CEO is chucked out | 
like this, future CEOs would be mere er- 
rand boys of the Britannia chairman! 
K.M.G. VIVEKANANDAM 
Via email 


@ Your cover story on Britannia was an 
excellent piece in business journalism. | 
Barring his personal weaknesses —likea | 
dominant leadership style and flamboy- | 
ance — Sunil Alagh’s contribution to Bri- | 
tannia is immeasurable. IfAlagh had not | 
been the CEO, Britannia under Wadia’s | 
leadership would probably have faced | 
the same fate as Bombay Dyeing! 
KV. RAO | 
via email 


out the main reason behind Alagh’s 
sacking. Usually, family-controlled busi- 
nesses do not accept CEOs who think in- 
dependently. However, with the kind of 
controls exercised by boards, excessive 
spending by CEOs can be controlled to- 
day. I only hope that the Alagh episode 
does not signal the return of family 
members as CEOs of large corporates. 
BUNTY PASRICHA 


Mumbai 


SETTING AN EXAMPLE 


It is indeed heartening to see Indian 
companies forging ahead in the technol- 
ogy race (‘Ranbaxy'’s New R&D Formula, 
BW, 7 July 2003). This is particularly rele- 
vant in the context of the new product 
patent regime, which will come into play 
soon under World Trade Organization 
guidelines. Other domestic pharmaceu- 
tical companies, too, must learn from 
Ranbaxy and invest in R&D. Only then 
will they be able to survive in an increas- 
ingly competitive environment. 
SIDHARTH BALAKRISHNA 

Via email 


Letters can also be sent to 


: i 
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A: Indo-American School of 
Business, MBA is not considered a 
course that can be arranged in the 
classrooms for you. It is envisaged as a 
voyage through exhaustively created 
learning situations. Leading to varied 
and interesting experiences, discoveries 
that transform you into a well-rounded 
professional, a Global-MBA. 





Whatever might be your goal. Proceeding 
to a higher professional qualification as 
a fresh graduate. Accelerating your career 
progression as a working executive. Or 
surpassing your father's achievement in 
any line of business. As a Global-MBA, 
you are assured to go places. 


The salient features of G-MBA : 


m 500 professional managers working in 
diverse industries form the core faculty. 

@ Theoretical and practical input in the 
first year conducted one month each 
at various business capitals - Delhi, 
Mumbai, Kolkata, Ahmedabad, 
Bangalore, Chennai, Hyderabad and 
4 months in Vizag 

@ Students evolve into global managers 
through real time experience, an unheard 
of concept in any business school 

@ Specialisation in three disciplines - 
Marketing, Human Resources and 
Finance. 

@ Internship for one full year with three 
different companies 


The course for the future needs : 


In the words of a renowned academician, 
'Global-MBA of IASB is designed to go beyond 
the scope of academics, and aims at total 
evolution, which, I believe will trigger 
revolutionary changes in the lives of generations 





to come as the entire learning is through 

Placements : At IASB we meticulously take care of every minute experience & exposure. In essence G-MBA is a 

detail in quality systems which ensure delivery of the design to unleash long awaited program addressing the present 

the infinite human potential. This system sets a new paradigm that EE and factoring the needs of foreseaeble 
guarantees you global placements Fchite ih 


- Dr. Gopal Krishna Reddy 


Former Vice-Chancellor of Andhra University 
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F Bangalore au as aze | To findout more, write to us for a 
Hyderabad | Aug. 2&3 | free catalogue, program guide and CD. 
| __ Mumbai | Aug.5&6 A 
| Ahmedabad | Aug.7&8 | M CED 
3 New Delhi | Aug. 10&11 | ann 
a E INDO-AMERICAN SCHOOL OF BUSINESS 


Please register for your interview one week in advance. 47-14-18, Dwarakanagar Main Road, Visakhapatnam 530 016 
Students with CAT, GMAT, ATMA, MAT scores preferred. Tel: +91 891 2701445/2543732 Fax: +91 891 2531046. 
E-mail: iasb_vizag@yahoo.com 


Cost of application Rs. 500/-, send D.D. in favour of 
Indo-American School of Business, payable at Visakhapatnam. Call +91 98483 5571 0 / 98484 98956 
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Shifting Focus 


If the last decade wasn't good for RPG Enterprises, 
the current decade may see a complete shift in the 
way it looks at business. In the 1990s, while RPG's 
manufacturing companies were in the doldrums, 
it was seeding its retail businesses — FoodWorld, 
MusicWorld, etc. And today, the Goenkas are set to 
make retail their mainstay. 
Retail will contribute to 30% of the group's 

turnover in another few years. And the Goenkas 

| are changing their organisation culture to fit the 

| new model. But can retail change the Goenkas 
fortunes? A look at how a family-run business is 
facing the challenges of the new economy. 
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4 LETTERS TO THE EDITOR 


49 CASE STUDY Tensions rise at Eleck 
as trainees feel underutilised. 

55 BIZQUIZ 

72 EDITORIAL 


10 OIL EXPLORATION India will enter the heart of the 

oil industry — Saudi Arabia — if Indian Oil manages 
to acquire oil exploration 
rights in Ghawar. 


10 MARUTI LISTING Maruti 
becomes the world’s most 
expensive auto stock. 


14 BHARAT DIAMOND BOURSE The world’s largest dia- 
mond bourse is finally taking shape in Mumbai. 





8 ECONOMICS 2.0: N. RAJADHYAKSHA Job move- 
ments are inevitable in globalisation. The US would 
be wise to encourage the entry of temporary work- 
ers: they provide revenues but take few benefits. 








42 BANK NPAs India’s biggest asset 
recovery company, the Asset Re- 
covery Company of India, is finally 
ready to take charge. ICICI, IDBI 
and SBI have promoted it. How 
will it actually work? 





26 THE KRISHNA PALEPU COLUMN In his first column 
for BW, the management thinker says understanding 
local nuances is critical for tapping big opportunities. 


27 SEMICONDUCTORS Indian chipmakers are upbeat 
as East Asia pushes the semiconductor business. 


| 58 RELIANCE INFOCOMM The company liquidates its 


inventory of handsets at 
higher prices than what cus- 
tomers were paying earlier. 


FILM INDUSTRY The recent 
spate of hits in Bollywood 
may be a sign of the matur- 
ing of the industry. 





LEAD STORIES 
© Rajan In Conversation 


The high-flying Raghuram Rajan, 
IMF's chief economist designate, 
Inaugural Fisher Prize winner for a 
person under 40 who contributed 
most to finance practice, and ad- 
viser to the Indian government, 
gives BW the low-down on 

the world economy. 


© More Pain Than Glory 


High-profile Morepen 
Laboratories is facing its 
biggest crisis ever. After 
failing to tap the lorata- 
dine market, it has debts 
of Rs 600 crore. The 

Rs 500-crore firm needs a 
miracle to save itself. 





2 
if 





Sushil Suri 





TECHNOLOGY 


66 THAT’S IT: MALA BHARGAVA The 
Nigerian 419 frauds continue to 
thrive. A look at how the scam is 
perpetuated and how they con- 
tinue to claim victims. 


ADVERTISING 


. 68 COFFEE PARLOURS Elle lip- 
)) sticks at Barista. Or Fa deodor- 
ants and Royal Enfield bikes at 


for innovative advertisers. 


BOOKS 


70 HOW TO COMPETE! Companies become competi- 
tive not in the export, but in the domestic market, 
says The Global Competitiveness Report 2002-2003. 





















Qwiky’s. Coffee parlours are be- 
coming the latest media vehicle 
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Seeking Turnaround 


PG Enterprises is trying 
Renate very bold, if not 
udacious. Over the next 

five years, the Goenkas will 
morph the group from a manu- 
facturing-led organisation to a 
service-led one. This doesn’t 
mean they will abandon their ex- 
isting businesses. It just means 
that retail, which the group is 
betting on heavily, will define the 


Businessworld 


(uest 


group. It will also account for about 30% of overall turnover. 





The 1990s weren't great for RPG Enterprises, with many of 
their companies sailing into rough weather. But through all 
this, brothers Harsh and Sanjiv Goenka never took their 
eyes of retail. They set up FoodWorld, MusicWorld, Health & 
Glow and, in 2001, Giant, a world-class hypermarket. 


The first Giant outlet at Hyderabad has done well. Con- 
vinced that it will work in India, the Goenkas plan to set up 


some 20-odd hypermarkets over the next five years. 


The Goenkas are betting that as the country gets integrated 


| into the global marketplace, organised retailing will be- 


come more popular. And as one of the early movers, they 
will gain disproportionate marketshare. They are also bet- 
ting they can adapt their mindset and culture to retailing. 


In some ways, the move was inevitable. As India’s GDP in- 
creasingly comes from the service sector, large, family-run 
businesses that bet on manufacturing will shift to services. 


From retailing to another happening sector, pharmaceuti- 
cals. On page 44, do not miss the story on Morepen Labora- 
tories written by principal correspondent Gina Singh. Gina 
examines what went wrong with a company that was rated 
as a high-flier only four years ago. But since then, it has 
made one wrong decision after another. And is now saddled 
with Rs 600 crore debt. Can Sushil Suri pull off a miracle? 


And on page 28, Raghuram Rajan, IMF's chief economist 


designate talks about the economists who influenced him, 
the theories he subscribes to, and his prescription for India. 


CHIEF EDITOR 
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HE latest unemployment figures coming from the US 

make for grim reading. The US Department of Labor 

has estimated the current unemployment rate there 

at 6.5%, which is a nine-year high. With a presidential 

election due next year, it will not be surprising if the 
bogey of job losses to Indians spreads even wider. 

There was a similar debate before the 1992 US presi- 
dential election. The North American Free Trade 
Agreement (Nafta) had just been signed, and there were 
popular fears that millions of jobs would move to Mexico. 
Billionaire presidential candidate Ross Perot even built his 
campaign on this fear, drawing attention to the “giant 
sucking sound” of jobs being pulled into Mexico. 

It was an evocative phrase, but the argument was 
faulty. Economists at opposite ends of the political spec- 
trum — from Milton Friedman to Paul Krugman — said 
that there was no reason for Americans to fear such an 
eventuality. The politicians and media did not give 
them a serious hearing, but the economists 
were right nevertheless. Rampant unem- 
ployment never came. In fact, the US 
economy created 22 million new jobs 
in the 1990s. 

There is no reason to believe that 
the outsourcing of services to 
Indians will lead to a radically differ- 
ent result. I find it very surprising 
that the deepest fears are about 
Indian software professionals com- 
ing to the US, armed with H1B visas. 
These professionals stay in the US dur- 
ing their assignment. So they spend a 
good part of their salaries there and also pay 
taxes to the government. In that sense, the US 
economy is able to ‘capture’ part of the value created by 
these geeks. 

Compare this with what happens when manufacturing 
is outsourced to a country like China, for instance. A work- 
er in a factory in, say, Guangdong spends only a miniscule 
part of his salary on goods imported from the US. He pays 
his taxes to the Chinese government. The US has little to 
gain out of such an arrangement. So nomadic software 
professionals are a better bet, as far as the immediate self- 
interest of the US economy is concerned. 

Take the tax issue. In a paper published in 2000, 
Harvard economists Mihir Desai, Devesh Kapur and John 
McHale have argued that the spoils from the international 
movement of labour need to be shared more equitably. 
H1B workers, for example, pay a range of social security 
taxes to the US government, but do not derive any 
substantial benefits since they are temporary labour. They 


CAUSE FOR WORRY?! 


THERE IS NO REASON TO 
BELIEVE THAT THE 
OUTSOURCING OF SERVICES 
TO INDIANS WILL LEAD TO 
RAMPANT UNEMPLOYMENT 
IN THE US 








NIRANJAN RAJADHYAKSHA 





pay but get nothing in return — neither social security nor 
tax refunds. 

The three economists have estimated the size of the 
loot. It was (hold your breath) $22.5 billion a year. 
Compare this with the fact that our global software 
exports at the time were around $6.2 billion. The govern- 
ment, as part of its bargaining platform, should insist that 
these billions are shared between the US and Indian gov- 
ernments. It beats sending troops to Iraq in return for the 
easing of H1B restrictions. 

Or take a look at the same issue from another angle. 
Just suppose that the H1B scheme is scrapped and all 
Indian software engineers working in the US have to 
return home. Simple economics tells that the labour mar- 
kets in both the countries will see several changes. The 
price of US software engineers will rise and that of Indian 
geeks is bound to fall. That will further erode the long- 

term competitiveness of the American software 
industry. As ever, the economics of protection- 
ism just does not work out. 
Forrester Research has said in a 
recent and much-quoted report that 
outsourcing will gather strength in 
the coming years. The research firm 
estimates that 3.3 million service 
sector jobs will move out of the US 
over the next 15 years, That seems to 
be a huge figure, but all it amounts 
to is 2.2 lakh jobs a year. 
Between 1992 and 2000, the US 
economy created 10 times more jobs 
every year. And that was despite the fact 
that the unemployment rate there is climb- 
ing. This is because of many factors: over- 
investment, large debts and dependence on foreign 
capital, for example. Outsourced jobs are among the least 
of the US economy's problems. 

Short of outright bullying by the world’s only super- 
power, there is little that can stop the outsourcing engine. 
Some economic commentators call it the next phase of 
globalisation. It’s not being driven by the movement of 
capital but by the movement of jobs. These jobs can move 
in two ways — they can be sent across the wires to India or 
Indian workers can be temporarily sent to the US to do 
these jobs. The second option is a neat deal for the US 
economy — visiting workers boost local demand and pay 
extra taxes. 

It is high time our government made this into a cam- 
paign plank. 





The author can be reached at niranjan_r@hotmail.com. 
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First Time In North India 


Very Large Scale 

Integration is 

fs concerned with 
; al increasing the 


packaging density of 


microelectronic 


tt 9 


adhava Rao Scindia” 
entre for VLSI Design, 
esearch & Management 


x Post Graduate Programme in 
VLSI Design & Management 


HARIDAS RAO, If 


Chairman 





GH 
Secy. Madhava Rao Scindia Shaikshik Society 
MAR VLSI is the next prospective area for global (technological) leadership fo 
> India. The Govt. of India has seta target of $ 1 Billion in chip design export by 
Exec. Member Madhava Rao Scindia Shaikshik Scciety the year 2004. 

GH As projected by NASSCOM, TCS, CADENCE, there is a requirement 


AR 
Secy. Madhava Rao Scindia Shaikshik Society 





ree i 
Former President & CEO Merril Lynch 


CEO, Millenium Venture, USA 
(DR. HARI MO 
Member Education Committee. Planning Commission 
Founder Director, SYMBIOSIS Institute of Foreign Trade 
DAN 
Ex. Director USEFI 


SHRI 
Former Dy. Director, IIT, Delhi 
D RA N 
MD, Noida Power Company Ltd 
OEL ~ 


President & CEO, Netappl, USA 


4000-5000 Chip Design Engineers per year. At present only 400 Chip 
Design Engineers are produced annually by all education institutes in India 

Job opportunities are available in more than 200 companies in India 
including TEXAS INSTRUMENTS, INTEL, MOTOROLA, IBM, SUN 
MICROSYSTEMS, CISCO, WIPRO ST MICROELECTRONICS and CADENCE 


The sky is the limit... 


for qualified chip design engineers in India. 


The MADHAVA RAO SCINDIA CENTRE is the answer for 
aspiring chip design Engineers who wish to work in this 
technologically advanced world of boundless opportunities. 


For Admissions Contact Admission Officer 


Madhava Rao Scindia Centre for VLSI Design, Research & Management 


1/12 Vijay Khand, Gomti Nagar, Lucknow - 226010 
Phone : +91-522-2304272, 3114534, 3243480 ; Fax +91-522-2235734 





e-mail: info@visicentre.com; Website: www.visicentre.com 


IOC 


In the super 
league now 


Ghawar Oil 
Fields 


T was a multibillion dollar 
question of being at the 
right place at the right time. 
In early July, the Saudi Ara- 
bian government broke off 
talks with a consortium led by the $191-billion Exxon Mobil for 
developing the onshore South Ghawar gas fields, south-east of 
the capital Riyadh. At the same time, Indian Oil Corporation 
(IOC) chairman and managing director M.S. Ramachandran 
happened to be in that country to negotiate the renewal of an 
annual crude oil import contract. 

Ramachandran met the Saudi energy minister and evinced 
interest in investing in the South Ghawar gas project. The 
Ghawar gas fields have 30 trillion cubic feet (tcf) of recoverable 
reserves, which is more than four times the seven tcf declared 
by Reliance in the Krishna-Godavari basin. 

Last week’s Businessworld cover story ‘Oil Hunt’ put the 
spotlight on India’s attempts to nibble away at the fringes of the 
oil market (basically countries like Yemen, Sudan, Vietnam 
etc). But if this deal comes through, IOC could find itself in the 
heart of the global oil and gas battlefield; Saudi Arabia, with 
proven gas reserves estimated at 224.7 tcf, is the fourth largest 
in the world after Russia, Iran and Qatar. 

Ramachandran has got the petroleum ministry’s green sig- 
nal to invest in the project. Since then, it has written to the 
Saudi government expressing interest in the project and is 
awaiting a reply. The project involves not just producing the gas 
but also downstream activities like setting up a power plant. Ifit 
materialises, it will be the single biggest contract ever for an In- 
dian firm. Obviously, IOC will have to join hands with ONGC 
Videsh (OVL) to pull off signing up such a lucrative gas field. 

In 2001, ExxonMobil had signed a $15 billion deal to de- 
velop South Ghawar. While Exxon held 35%, BP and Shell held 
25% each with Conoco Phillips holding the balance 15%. That 
now stands cancelled. a 
ANUP JAYARAM 


VALUED HIGHER THAN THE BEST 


COMPANY Rita COMPANY 
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TOYOTA HYUNDAI (2 June) ao f 
HONDA EJ Proton (2 June) 


MARUTI LISTING 


Born with 
a big bang — 














RELIANCE 
Life after the legend 
EVEN though Mukesh and i mee T 
Anil Ambani have been at bu 
the helm for a decade, the 
big question asked — 


even when Dhirubhai was 
around — was how they 
would manage without 
the legend. A year after 
his demise, the question 
has been answered. 


ONE YEAR LATER: TAKING STOCK 


Turnover 63,275 


Market Cap (RIL only) 36,700 24 


Figures in Rs crore 





BREAKING NEW GROUND 


EJ Completes acquisition of IPCL 


EJ Strikes gas in the Krishna-Godavari basin E 


EJ Acquires utility company BSES 
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ARUTI Udyog, on the day it 

listed (9 July) on the Bombay 

Stock exchange, was the 
most expensive automobile stock in 
the world! 

As the accompanying chart shows, 
Maruti’s price-earnings multiple of 39 
at the closing price of Rs 163.60 was a 
lot higher than those of global automo- 
tive giants Ford, Daimler Chrysler and 
Toyota. Incidentally, the composite 
P/E of stocks in the US have been hov- 
ering around 10. 

Is that valuation justified? There are 
two factors to be considered. During 
the first quarter of this year, Maruti 
recorded a 37% growth in sales. There- 
fore, analysts like Sachin Kasera of Pio- 
neer Intermediaries expect a strong 
growth in profitability. Second, for 
fund managers seeking exposure to 
pure play passenger car companies, 





Maruti Udyog's Jagdish Khattar 


Maruti is the only option available. Be- 
sides, Maruti’s initial public offer was 
oversubscribed by over 10 times. Natu- 
rally, some of the unsatiated demand 
spilled over to the secondary market. 
The stock, which listed at Rs 158, a 
26% premium over the issue price of 
Rs 125 per share, witnessed frenetic 


| buying. A record volume of about 50 


million shares changed hands on both 
the Bombay and National stock ex- 
changes, as the scrip soared to a high of 
Rs 170.25. Expect more action in 
the counter. a 

M. ANAND & RANJU SARKAR 











tional Access System (CAS) — it expects pay 

channels to go free during the first six months 
of the rollout — could cost the industry an estimated 
Rs 1,500 crore in advertising and pay revenues.. 

Now, as the curtain falls on yet another episode in 
the CAS drama — the 14 July deadline was post- 
poned last week to 1 September — what is most pal- 
pable among all parties is exhaustion. Nobody is ina 
mood to discuss the press releases and notifications 
coming out of the Ministry of Information and Broadcasting. Even the sense of won- 
der that the Prime Minister's Office took an interest in a technology that helps track 
cable homes is waning. : 

But the questions remain. Should you be paying Rs 72 plus taxes till December, by 
which time the BJP hopes to wind up elections? Are you in an affluent area or not? Are 
you in Zone one or four or 99? 

But, really, why should we seek to answer these questions and why should we be 
going through this trauma. As consumers, you and I did not ask for CAS. It was forced 
upon us. The industry did not ask for it, it was mandated upon them by the then I&B 
minister Sushma Swaraj. All along the industry has argued not against the technology 
but against an ill-thought out legislation. 

Now, when all the logical inconsistencies of the CAS amendment are rearing their 
ugly head in the run-up to the elections, the government is twisting itself in knots try- 
ing to make it ‘consumer friendly’. That translates, not into ensuring a smoother im- 
plementation of CAS, but into getting more votes by forcing channels to go free for six 
months. For an industry in investment mode it is a loss that will be hard to bear. 

Ultimately, the breather on CAS will prove to be very expensive, for everybody — 
consumers, advertisers, broadcasters and cable operators. fi] 


Te government's latest take on the Condi- 


VANITA KOHLI KHANDEKAR 
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PENSION 


Finally, OASIS 
in sight 


HE revamp of the Indian pen- 
T sion system is around the cor- 

ner. The Cabinet is expected to 
clear the setting up of the Pension 
Fund Regulatory and Development 
Authority (PFRDA) this month, accord- 
ing to highly-placed government 
sources. Though PFRDA will start only 
by January 2004, here is a glimpse of 
what is in the offing: 
E New government employees, ex- 
cept for defence, will participate in a 
defined contribution scheme. Under 
this, the employee will have to con- 
tribute a defined part of his salary 
(10% ) towards pension; the govern- 
ment will put in an equal amount. 
E Six or more fund managers will of- 
fer schemes under three categories: 
safe, balanced and growth. Informa- 
tion on the performance of each 
fund, NAV, performance, etc., will be 
available on a daily basis. Each ac- 
countholder will have the flexibility to 
move across various schemes with an 
identification number on the lines of 
the PAN card. “The idea is to keep it 
simple, and keep costs to the mini- 
mum and offer flexibility,” says Gau- 
tam Bhardwaj of Invest India Eco- 
nomic Foundation (IIEF), who worked 
on the OASIS Report (on old age social 
and income security). 
EŒ A central record keeping agency 
(CRA) will be set up to keep track of 
the schemes and the movement of ac- 
counts across various schemes. 
E To begin with, only Central govern- 
ment employees will participate in 
the scheme. Eventually, it will also be 
open to doctors, lawyers, shopkeep- 
ers, etc., though they will not get an 
equivalent government contribution. 
The idea is to get even state govern- 
ments, exempt funds, employee prov- 
ident funds, etc., to participate in the 
scheme eventually. E 

GINA SINGH 
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by NIRANJAN RAJADHYAKSHA 


S the Indian tortoise | 


catching up with the Chi- |- 


nese hare? Tarun Khanna of | 
Harvard Business School | 
and Yasheng Huang of MIT- | 
in their recent article in For- | 
eign Policy titled ‘Can India | 
Overtake China?’ say yes. | 
Especially since Chinais 
hooked onto foreign capital 
while India is blessed with 
strong domestic compa- 
nies. Two investment 
banks, Deutsche Bank and 
Credit Lyonnais Securities, 
have also written in glow- 
ing terms about India’s eco- 
nomic strengths in recent 
research reports. 
Meanwhile, an 
encouraging piece of data. 
In the first five months of 
2003, India has earned a 
$469-million surplus in its 
trade with China. It could 
be a flash in the pan, yet, | 
these figures show that 
trade will be beneficial to 
both sides. It's a slap inthe | 
face of those economists, 
industry associations and | 
journalists who senselessly | 
spread panic about cheap | 
Chinese imports. | 





HE forex options market 

started off with a bang 
on 7 July with deals worth 
$300 million. Bank trea- 
suries crackled with excite- 
ment. But one treasurer 
said it reminded him of the 
“first day, first show” of a 
Hindi film. Things would 
calm down soon, he pre- 


| dicted. Look what hap- 


pened when interest rate 
futures were introduced in 
1999. The first day of trad- 
ing saw nearly Rs 150 crore 
of deals; volumes were less 
than Rs 5 crore the very 


| next day. Good openings do 


not necessarily lead to hits. 


| By the way, trading vol- 


umes in currency options 


| onthe second day were a 


mere $15 million. 
3) 


HE new Human Devel- 

opment Report puts In- 
dia at a lowly 127 among 
175 countries. It's better 


| than where we were 10 
| years ago, but there's a 


long way to go. The tables 
on per capita income, how- 
ever, are interesting. India’s 





T 
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HOUNDS: 
REALITY 


Three months after launch, how are the new Hindi news 
channels doing? Here is some TAM-based data from Star 20 
News, which gives an idea of the channelshare of the 
new entrants as well as the existing ones. While Star 
News has doubled its marketshare, it is the rise of Sahara 
Samay and NDTV India that is surprising. Aaj Tak has 


RACKING 
HE NEWS 


ITES 


lost a bit. The fun has just begun. 





per capita GDP (in terms of 
| purchasing power parity) is 
$2,840. That's just a 
whisker away from Indone- 
sia’s $2,940. Our per capita 
| income is now higher than 
many countries of the for- 
mer Soviet Union (Georgia 
and Armenia) as well as 
some oil-rich Arab countries 
(Syria and Iraq). The next 
targets: The Philippines 
($3,840), China ($4,020) 
and Thailand ($6,400). We 
could overtake some of the 
countries mentioned above 
partly because their eco- 
nomies contracted while 
ours grew. But, overtaking 
some of our healthy Asian 
neighbours will require 
faster economic growth. 


HILE on economic 

growth, the first two 
forecasts for 2003-04 are 
out. The Reserve Bank of In- 
dia expects the economy to 
grow at between 6% and 
6.5%, while the National 
Council For Applied Eco- 
nomic Research has a more 
modest forecast: 5.8%. 
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Crackling 
again 
F off the air, Gautam Ra- 

dia’s FM radio station 
take his station off the air as 
he could not afford the Rs10- 
fee. While Mammon still has- 
n't smiled on him, justice has. 
in the Delhi High Court 
against government policy al- 


WIN 94.6 
IVE weeks after it went 
WIN 94.6 is back. Radia had to 
odd-crore Mumbai licence 
Radia had filed a writ petition 
leging that it abets the crea- 





tion of private monopolies. 
For instance, cities like Pune, 
Ahmedabad and Bangalore 
have just one FM player each. 
The court granted an interim 
stay order to WIN 94.6, allow- 
ing it to continue operations 
till August. By then, the gov- 
ernment must reply. The irre- 
pressible Radia has already 
signed up seven new adver- 
tisers. He will be hoping this 
time the music will play on. E 
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The most comprehensive solutions 
are always found in one tool. 
















Where to apply? 


How to finance your 
education abroad 


Fact- sheets and 
directories of Indian 
& foreign business schools 





Exclusive interviews with 
admission directors/deans at 
Stanford, Wharton, Yale ete. 


How to crack CAT, 
MAT, XAT... 


$ BW-Executive Access 
K Recruiter Survey 
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Businessworld Mega B-school Guide. 
A 272 page handbook at Rs195 only 


J) Free CD! With mock tests - CAT, GMAT, XAT... 
Also tips for written tests, GDs and interviews. 
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EMERGING MARKETS 


Country 
coefficients 


lls and hedge fund managers 
based abroad like to put their 


eggs, so to say, in different 
countries. A US hedge fund manager, 
for instance, would like to spread his 
risks to other markets that have little 
or no correlation with his domestic 
market's behaviour. By doing this, he 
protects his capital in case there’s a 
downward trend in his domestic 
market. 

Imagine a big US investor look- 
ing at the emerging markets of the 
world (which he certainly would, be- 
cause emerging markets have been 
hot all this year). For him to take the 
right decision, the US markets’ corre- 
lation with the emerging markets in- 
cluding India (See chart below) 
would be highly useful. While read- 
ing the chart, keep in mind that a 
correlation coefficient of 1 indicates 
a perfect positive relationship be- 
tween two markets. Therefore, the 
lesser the correlation between two 
markets, the better it is for the diver- 
sification-seeking investor. Figure 
out for yourself, to which markets US 
funds could flow. a 

VIKAS DHOOT 


EMERGING MARKETS: 
THE VIEW FROM THE US 


Country Correlation coefficient 
Argentina Gam 0.25 
Turkey ME 0.26 
Japan m 0.29 
Taiwan Sa 0.32 
Thailand Sa 0.32 
india i 0.40 
Russia a 0.41 
Brazil A 0.43 
Korea a 0.47 
Singapore a 0.52 
Hong Kong a 0.61 
Mexico EE 0.6 2 


Source: Morgan Stanley equity research report, 
8 May 2003 


SANJIT KUNDU 





BHARAT DIAMOND BOURSE 


Will it make the cut? 


HE contrast is dramatic. 
The mammoth, newly 
white-washed building 
stands out among a row 
of polished glass façades 
in Mumbai’s Bandra-Kurla Com- 
plex. Work on the Rs 850-crore 





GEMS & 
JEWELLERY 
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Bharat Diamond Bourse, the g 

biggest in the world, has resumed Š CROWN? 2000-01 | 5.3 | 
after nearly four years. The first oc- = eee i 
cupants are likely to move into the = 2001-02 FZ WFA 
building in six months, about five = y i 
years later than originally planned. § A iE L 9.10 | 7.8 | 


The 18-lakh sq. ft complex will 
house the premises of 2,400 companies and traders. The offices will range from 150 
sq. ft to 15,000 sq. ft, in keeping with the turnovers of the companies. The bourse will 
also host a 14,000 sq. ft diamond trading hall equipped with 7,000 safe vaults. A 9,000- 
tonne air-conditioning plant will keep the eight towers of the bourse cool, while 55 el- 
evators will ferry people up and down. 

The complex’s turnaround comes at a time when the industry is just perking up. 
After years of slow growth, exports of gems and jewellery grew by 21% to $9.1 billion in 
2002-03. Today, diamond exporters are a confident lot — the growth in exports came 
despite the recession in the US, the industry's biggest customer. Says Gems and Jew- 
ellery Export Promotion Council chairman Sanjay Kothari: “The industry is now 
learning to add more value —like increasing exports of machine-made jewellery. The 
new, high-tech bourse will, therefore, represent the changing face of the industry.” 

The good tidings have also sorted out the differences between the members that 
had earlier halted the project in 1998. Allegations of fraud, bad design, funds being si- 
phoned off by consultants and infighting among members of the council had 
stopped the project. The bourse had even gone to court against the municipal coun- 
cil after it valued the rateable value of the property way above neighbouring proper- 
ties. The members have organised a new committee and even paid extra money to 
fund the Rs 200-crore cost overrun. Offices, which were quoting at a discount of 10- 
15% now command a premium of 30-40%, which is even higher for small-sized of- 
fices. Now, let's wait for the diamond trading to begin. x) 

T. SURENDAR 





Gene play to seed 
Metahelix’s plans 


T’S a deal that could set biotech cir- | 
cles abuzz. Metahelix Life Sciences | 
has found a taker for its technology | 


platform to test new genes in a crop. 
That company is ViaLactia Biosciences, 
a New Zealand-based dairy biotechnol- 


ogy firm. For the next four years, | 


ViaLactia will give Metahelix hundreds 
of genes to test in plants, in return for a 
few million dollars a year. Metahelix can 
also put these genes in its own crops and 
sell them in India, probably after paying 
royalties to the New Zealand company. 

The deal gives Metahelix (it has the 
infrastructure to test 200 genes a year) an 
entry into the $50 million-100 million 
market for validating new genes. But 
that’s not what the company wants to fo- 
cus on. When Metahelix was formed two 
years ago, it was the first full-fledged In- 
dian company to make a living purely 
out of genetic engineering. All the genet- 
ically engineered crops to be tried com- 
mercially in India were imports. The In- 
dian Agricultural Research Institute has 
its own programme of transgenic crops, 
but it is not yet commercial. 

Metahelix is in the gene testing game 
as it wants to use the knowledge from 


testing to make its own genetically engi- | 


neered crops. It has formed a subsidiary 
company, Dhaanya, to sell seeds. 





All the genes engineered into trans- | 


genic plants so far, including the fa- 
mous Bt gene for insect resistance, have 
come from bacteria. But plants are 
repositories of many useful genes: for in- 
creasing height, drought tolerance, early 
flowering, etc. Agriculture companies 
are hunting for these genes. But once 
they are found, they have to be validated 
inside another plant. A plant — usually 
rice — with the transplanted gene has 
to be grown to see whether the ex- 
periment actually works. 

Agriculture scientists know the 
rice plant inside out; its genome is 
sequenced fully. It grows fast 
so the validation can be done in 
a few months. But, the technology is 
not as simple as that. The initial set of 
genes have to be shortlisted using 
bioinformatics by comparing them 
in silico with known ones. The gene 
is then transferred to the rice plant, 
but after some tinkering. 


ž Ri 
In one set of rice plants, the qe 


gene is overexpressed. In the sec- 
ond set, itis silenced. Over-expres- 
sion and silencing are sophisti- 
cated techniques that involve 
delicate manipulation of DNA that 
flank the genes. Few firms in the 
world have this technology and 
fewer offer it as a service. 

P. HARI 





through a churn. While ICICI Bank 

remains the undisputed leader, 
new entrant State Bank of India (SBI) is 
giving players like Kotak Mahindra, 
Citibank, Standard Chartered Bank and 
HDFC Bank a run for their money. 

Helped by its alliance with Maruti 

Udyog, SBI has built up a loan book of 
Rs 1,600 crore and disbursed Rs 385 
crore in the first quarter of 2003. Trans- 
parent pricing (a flat 10.5% with no hid- 
den cost) and low EMIs have helped 
muster volumes. “You could get a Rs 1 
lakh loan with an EMI of Rs 1,712. For 


T HE auto finance market is going 


SBI AUTO FINANCE 
A dark horse 
emerges 


TY 
















GENE VALIDATING 
TECHNOLOGY 


; 1 Genes that give 
=» desired traits are 
shortlisted using 

bioinformatics 


v 


2 These are put in 
two sets of rice plants 
which are used as a 
model system 





3 In one plant, the gene 
is Overexpressed (early 
flowering, for example). 
In the others it is silent 


4 By growing and 

_ comparing the two plants, 
one can find out how the 
gene would behave. For 
example, the over- 
expressed gene would 
flower the plant early and 
the silent gene will delay 
flowering 





Rs 2,500 a month (for a Rs 1.5 lakh 
loan), you could easily own a Maruti 
800," says a Maruti official. 

The focus has been on non-metro 
towns. “The dealers know if they tie up 
with SBI, they can significantly increase 
their volumes and don’t mind foregoing 
the 1% margin that DSAs offer them,” 
says T. S. Bhattacharya, chief general 
manager (personal banking), SBI. 

The duo has targeted customer seg- 
ments such as farmers, which 
many private banks may be very reluc- 
tant to touch. a 

RANJU SARKAR 
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BIOTECHNOLOGY 


Deshmukh 
kickstarts 
ABLE 


HE Indian biotech 

industry's recently 

formed forum, The 

Association of 

Biotechnology Led 
Entrepreneurs (ABLE), is get- 
ting down to business. Its members re- 
cently hired Nitin Deshmukh as its di- 
rector-general. Deshmukh is the 
director of SEAF (Small Enterprise Assis- 
tance Fund), a $10- million venture cap- 
ital fund. He will continue at SEAF while 
assisting ABLE. 

Deshmukh has already attracted 
quite a few important biotech entrepre- 
neurs and executives to ABLE’s board. 
He has also created special interest 
groups in ABLE with biotech company 
CEOs heading them. The pharma 
biotech group is headed by Krishna Ella 


of 

agribiotech group by K.K. 

Narayanan of Metahelix, the in- 
BIE dustrial biotech group by T. 

Babu of Bangalore Genei, the 


research services group by | 


Bharath Biotech; 


Swaminathan Subramanian of Auri- 
gene, and the bioinformatics group by 
Pravin Kini of CytoGenomics. 

ABLE will concentrate on three areas 
immediately: regulations, investments 
and intellectual property rights (IPR). 
There are multiple biotech regulatory 
bodies in the country; one for pharma 
and another for agriculture. The forum 
| wants one body for the entire industry 





| and speedier clearances. Biotech pro- | 


| jects have long gestation periods. With 
| venture capitalists looking at quick re- 
| turns, investment in the biotech sector 


BROADBAND 


Taking the 


telephone route 


the | 





has been poor. ABLE is trying to get VCs 
to invest in the sector or work out alter- 
nate funding mechanisms. 

With India on the way to honouring 
all its commitments to the World Trade 
Organization (WTO), there is nothing to 
be done immediately in terms of IPR 
laws. But ABLE has considerable work to 
do abroad in removing the impression 
that India is poor in IPR implementa- 
tion. Overseas companies have already 
evinced interest in becoming associate 
members of ABLE. It is probably the first 
step in generating more business for the 
Indian biotech industry. The idea of 
ABLE was proposed by Kiran Mazum- 
dar, managing director of Biocon. She is 
now ABLE’s president. Villoo Patel, CEO 
of Avestha Gengraine, is the treasurer. W 

P. HARI 


erators, UTStarcom plans to 
test the service at Okhla and 
Hauz Khas in Delhi, while it 
waits for approvals. 

The customer will need 


HERE could be a new 

twist in the battle be- 

tween broadcasters 
and cable operators. UTStar- 
com, the US-based access 
and IP switching solutions 
provider is in talks with 
Bharat Sanchar Nigam 
(BSNL) and Mahanagar Tele- 
phone Nigam (MTNL) to con- 


vert plain old telephone lines | 


into fast, broadband pipes. 
Among other things, these 
could carry television feed 
on the existing copper line. 
This could open up an en- 
tirely new distribution chan- 
nel for broadcasters to reach 













urban homes — not a com- broadcasters since they will 
forting thought for deal with a corporation and 
| cable operators. not with individual cable op- 


Says Ruchir Go- 
dura, country man- 
ager and director 
(South Asia operations), 
| UTStarcom: “In one 
combined bill the cus- 
| tomer will get phone 
connectivity, Internet 
access and television. It 
will also help improve 
| the ARPUs (average rev- 
enue per user) for basic 
service providers.” Impor- 
tantly, it will make things a 
lot more transparent for the 


| 
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to buy a set-top box costing 
about Rs 5,000. But the ad- 
vantage is that programmes 
telecast even a week ago can 
be viewed as they are stored 
on media switches in tele- 
phone exchanges. The pack- 
age is expected to cost about 
$300 (Rs 14,100) per sub- 
scriber, inclusive of the set- 
top box. There will also be a 
monthly fee of about Rs 600. 
The caveat: penetration 
of broadband technologies 
has been abysmally low in 
India. Don't expect this to be 


| any different. La 


ANUP JAYARAM 


qe for luxury. 





into its richly appointed, unbelievably spacious 


ooted cabin, upholstered in the finest leather. Apply 


ressure on the accelerator and feel its 1.8L engine 
1t 115 PS of power. And enjoy a velvet smooth ride 


IER STEERING 


e SOFT LEATHER UPHOLSTFRY AND TRIMS e Domiemic ore ss 





on its India-specific All-Whee| Independent Suspensior 


To experience luxury like never before, test drive the 


new Chevrolet Optra today. And discover for yourself how 
it redefines the fine art ot automobile engineering 





I am your dream come true. 


Iam the fine art of service. 





20,000 KM For your complete peace of mind, the Optra 


comes with a Service Holiday on all consumables and 





labour charges for 2 years or 20,000 km. Of course, this isin 


Convenient 


addition to the standard warranty for 2 years or 40,000 km. 
under-seat tray. 





Cooled 
glove compartment. 





Electronically Steering wheel Cup holders Tilt-and-slide 
adjustable, folding mirrors. mounted audio controls. on the rear armrest. electronic sunroof. 
Visit us at www.chevrolet.co.in Email us at: customerconnect@gm.co. 


Features mentioned and accessories shown will vary by model and may not be part of standard equipment * * Service Holiday for 2 years or 20,000 km (as per servit 
schedule), warranty for 2 years or 40,000 km, whichever is earlier ° Chevrolet is a registered trademark of General Motors Corporation * Chevrolet Opt 
has been manufactured using parts and technology from GMDAT e Colours and specifications are subject to change without prior notice ® Colours shov 


may not match the actual colours due to printing limitations 
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CRICKET RIGHTS 


Pitched 
battle 


HE battle for cricket | poohs the claim. He 
revenues just got tougher. | claims that against nine 
The one-year-old Ten Sports | series featuring India, 
has gone to town with its Ten Sports 
acquisition — the has just 
rights to broadcast all interna- 
tional cricket in the West In- 
dies, That gives the channel 
558 days of cricket from 
2004-2008. “We now have 
agreements in place to 
show as much one-day in- 
ternational cricket as ESPN 
and Star Sports combined,” 
says Chris McDonald, MAX 
CEO, Ten Sports. 
But, a spokesperson for 
ESPN Star Sports pooh 









CHANNEL 
SCORECARD 


TOTAL” DAYS 
OF CRICKET 
(2004-08) 


CHANNEL 


ESPN Star 
Sports 


Ten Sports 


“Estimated on the basis of the number of tournaments 
and matches the channels have broadcast rights to 





one. That is because 
any series scheduled 
against Pakistan is 
iffy (there are two in 
the offing). Also, he 
says, BCCI rights 
are up for grabs and 
ESPN has usually 
got these. If it pips 
Ten Sports, its 
India 
matches will go 
up. But the fact re- 


tally 


\ 





mains that currently Ten 
Sports has 213 one-day- 
ers against ESPN’s 247. 
Besides, the former retails 
for Rs 14 while ESPN and 
Star Sports offer a com- 
bined rate of Rs 32 to the 
cable operator. 

The claims and 
counter-claims are nat- 
ural. Cricket averages 
about 10% of the 
Rs 4,000-odd crore rev- 
enues that television gen- 
erates. But more impor- 
tantly it is a huge driver for pay revenues. 
Of the Rs 400-odd crore that ESPN Star 
Sports made last year, over 50% came 
from pay revenues. MAX (a Sony chan- 
nel) helped turn around the fortunes of 
the company after it got the rights to the 
ICC World Cup. From Rs 50 crore in 
March 2002 pay revenues brought in a 
whopping Rs 200 crore for Sony in 
March 2003. Not surprisingly, the action 
in the studios is getting more exciting 
than on the field. 8 
VANITA KOHLI KHANDEKAR 
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__ offbeat Going for the green gold ___ 















MAGINE having bamboo | the setting up of a National urban development to science | million families will be 
[it for breakfast along | Mission on Bamboo and technology and several lifted above the poverty 
with some bamboo juice. | Technology and Trade organisations have been line and the environment 
Or bamboo beer in the even- | Development. It hopes that working for over a year to will be rehabilitated. 
ings accompanied with India will grab a 27% share of | extract the most out of the Besides, of course, earning 
some spicy bamboo shoot the global market (expected poor man's timber. Many revenues — Rs 16,000 crore 
snacks! And imagine setting | to be Rs 95,000 crore by CSIR institutes are engaged in | by the end of the 10th Plan. 
up an electricity unit in your | 2015). That's a tall order. R&D on new generation The Commission 
own backyard powered by a The Mission will be bamboo products. believes there is potential 
bamboo gasifier. The Plan- | launched in a couple of The Planning Commission | to achieve a lot even by 
ning Commission would like | months, but the groundwork | has allocated Rs 2,608 crore 2005 — bamboo based 
you and thousands of others | has already been done. Thir- | in the Tenth Plan for this boards (Rs 1,000 crore), 
to do all this and more, inan | teen ministries, ranging from | ambitious project. The paper and pulp (Rs 990 
attempt to boost the Rs the ministry of environment, | justification — 8.6 million crore), building and 
2,043-crore bamboo econ- jobs will be construction (Rs 550 crore) 
omy in India to created, 5.01 | to name a few. “Bamboo 


Rs 26,000 crore by 2015. In- 
cidentally, the Chinese mar- 
ket is already that big. 

The global bamboo 
market is worth Rs 50,000 
crore. India accounts for a 
mere 4% of that despite 
having 45% of the world’s 
bamboo forests. To set the 
balance right, the Planning 
Commission has proposed ` 
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will clean, green and bring 
riches,” says D.N. Tewari, 
member, Planning Com- 
mission, who headed a 
committee that has 
produced a report on the 
mission. Now all that is left 
is to see some of this 
encouraging paperwork 
planted on the ground. Wi 
CHITRA NARAYANAN 






LOCAL FIRMS, GLOBAL VIEW 


OST of my research in the past decade has been fo- | said in an entire academic conference. But here is the gist. 
cussed on answering the question: is there auni- | There are some universal principles that businesses need to 
versal business model that applies across different | work with. For example, businesses all over the world can 
economies? My fascination with this question isa | survive in the long run only if they create value for cus- 
natural product of my background — I have lived | tomers and for shareholders. Similarly, human beings all 
half my life in India and the other half in the US. In my | over the world are driven by the same impulses to succeed 
classes at Harvard Business School, I teach students from personally and professionally and to contribute to family 
dozens of countries. I wonder whether I can give the same | and society. And finally, the technical formulae for calculat- 
advice on how to run a business to managers from India | ing things like net present value and breakeven point are 
and the US, or to teach students that what we discuss in | the same wherever you use them. 
class is equally applicable wherever they choose to work. However, there are many areas of management that are 
Most management theories come from the US as thatis | also context-dependent, especially where the firm has to 
where most management research is done. So, naturally, | interface with the external world markets, regulation and 
these theories are based on US data and the US institutional | social norms. Thus, corporate strategy choices like which 
context. Most experts and consultants from the West im- | markets to compete in depend on the nature of the markets 
plicitly assume that whatever is an optimal management | ina country. That is why I have argued for years that well- 








practice in the US should also be so elsewhere. managed Indian businesses shouldn't shy away from 
But any casual observer knows that things are not thoughtful diversification, even though my own ad- 
the same around the world — cultures are dif- vice to US companies in a similar situation is 
ferent, political institutions are different, re- the opposite. Similarly, in our recent work 
gulations and their enforcement are dif- on entrepreneurship around the world, 
ferent, and k to differi Kh dI found that - 
G eters. Paced: re teas IN ANY COUNTRY, LOCAL spe hades in ie abr aee 
agers avin the world go = of An FIRMS THAT MINDLESSLY pursue poinar difonsit strategies 
ways. Some want to ignore these dif- compared to their US counterparts. 
ferences completely and try to work ADOPT OR REJECT WESTERN And, as Professor C.K. Prahalad has 
Hes Andaomooiners Camperen. MANAGEMENT THEORIES ARE argued how you design and price 
ject Western theories, and argue that LIKELY TO MISS OUT ON THE the market are determined by your lo- 
they won't work in their context and cal customer tastes, purchasing power 
culture. Alas, neither of these extreme BIG OPPORTUNITIES and market infrastructure. 
approaches is sound. Multinationals that approach manage- 
The sensible approach many would like ment with a one-size-fits-all strategy in their 
to take is to adopt US theories to local context; global operations have learned painful lessons. 
but often they cannot really turn to a sound research base Wal-Mart, a famously successful US retailer, took years to 


since there is so little local research to guide them. So they successfully break into overseas markets. Similarly, local 
are forced to choose between sophisticated Western theo- | firmsin any country that mindlessly adopt or reject Western 
ries that they feel do not apply in their context, and quack- management theories, are likely to miss out on important 
ish local theories not based on sound research and logic. opportunities. Imagine Wipro foregoing entry into IT back 
On my frequent trips to India and other countries, Ihave | when it was mainly a consumer products company be- 
often seen top managers face this dilemma. And that is why _ cause it wanted to follow the US dictum of eschewing “un- 
Ihave been devoting a lot of my intellectual energy to resol- | related diversification”. And of course, we all know count- 
ving it. In my own work on corporate strategy and gover- | less examples of Indian companies that squandered lots of 
nance, I have complemented my research on US company energy pursuing random diversification. 
data with research on companies in Asia, Europe, Latin From my vantage point at Harvard and my frequent in- 
America and Africa. And this past year, my colleague and | teractions with global businesses, I hope to contribute to 
co-author Tarun Khanna and I organised aconference at | this process through these columns. I will try to address the 
the Harvard Business School on this topic. We invited lead- | latest thinking on issues Indian managers care about, and 
ing scholars from many different fields of management to | when needed, look at howit may have to be adopted to suit 
address the question: ‘Is there a universal business model?’ | the Indian context. Thope itis a value proposition that is tai- 
I won't be able to summarise in one column what was | lored to local needs! 
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Palepu comes 
on board 


Palepu, one of the world’s 

leading management 
academics, begins a monthly 
column for Businessworld. 

Palepu is Ross Graham Walker 
Professor of Business Administra- 
tion and Senior Associate Dean, 
Director of Research at Harvard 
Business School, one of the 
foremost management institutes 
in the world. 

Along with Professor Tarun 
Khanna, much of his current 
research is on world-class firms 
like Infosys, Cemex, Haier and 
Samsung, which have sprung up 
from emerging markets. He calls 
them ‘emerging giants’. His thesis: 
developed markets routinely 
produce world-class companies 
like GE, Unilever and Sony. But 
they are far harder to find in 
emerging markets. So, for the past 
few years, Palepu’s research has 
aimed at understanding what 
these companies do to overcome 
the disadvantages of operating in 
emerging markets and learn to 
compete in global markets. 

Palepu visits India frequently 
to advise CEOs of companies like 
ITC and the Tata Group. In his 
home state of Andhra Pradesh, 
Palepu has helped chief minister 
Chandrababu Naidu develop 
industrial policies. Palepu is also 
on the board of Dr Reddy's. | 


Qc this week, Krishna 


SEMICONDUCTORS 


The Chips Aren’t 
Down Any More 


Things look up for the semiconductor industry 


SHISHIR PRASAD 


HERE is some cheer for the semi- 
conductor industry. After three 
years of negative growth, the in- 
dustry is likely to grow 7-8% this 
year. Indian chip design firms are 
happy. “I have more design wins in the 
first quarter of 2003 than I had in FY 
2002,” says Srini Rajam, president and 
CEO, Ittiam Systems. J.A. Chowdhary, 
president (Indian operations), Portal 
Player, a semiconduc- 
tor design company 
specialising in con- 
sumer electronics mar- 
kets, says that there has 
been a lot of demand in 
Korea and Taiwan. 
“Most original develop- 
ment manufacturers 
who create products for 
other global brands are 
located there,” he says. 
A good proxy data 80 
that shows that the 
semiconductor sector 
may be coming out of 
the trough is the 





are responsible for the upturn in dema- 
nd because the demand for consumer 
electronics goods like DVD players, digi- 
tal cameras and MP3 players is rising. 
Also, as Balaji says, “the manufacture of 
feature-rich handsets is now shifting to 
East Asia.” So Indian semiconductor 
firms are rushing to the Asian markets. 
In the last 2-3 years, many Indian 
companies had made audio and video 
chip technologies their focus area. They 
will now benefit. “We expect a demand 
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global phenomenon. 
Semiconductor index 
SOX has outperformed the NASDAQ 100 
Index (representing the broader tech- 
nology universe) by 10% over the last 


two-and-a-half months. What’s more, | 


the demand push is coming from East 
Asia and not America. “It is what I call 
the ‘Eastward Ho’ phenomenon,” says 
Balaji Jagannath, CEO, Purple Vision, a 
company specialising in chip design 
verification and testing. He says coun- 
tries like Japan, South Korea and Taiwan 


Source: Company data and Goldman Sachs 


build-up in all digital audio and video 
protocols. HDTV and VoIP too, are giv- 
ing a strong positive signal,” says Rajam. 

So how permanent is this trend? Ra- 
jam is cautious. “Last year, the forecast 
was a growth of 12%. People have al- 
ready revised it to 7%. We have some way 
to go before we are back to double-digit 
growth rates. The growth is positive, but 
by no means are we in a scenario like we 
were in 1995-1999,” he says. ie 
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INTERVIEW 


RAGHURAM RAJAN 


‘Focus 
on policies 
that help 
markets 





be more sustal 







ü 











RAGHURAM Rajan and Ajay Shah co-authored ‘New Directions 


tions for the sector. Excerpts from the unpublished paper: 
ON GOVERNANCE OF PSU BANKS 





expertise... The government will place its... public sector bank 
(holdings) in these funds... equally. So if (its) 
stake in Bank of India is 62% (rest held by the 
public), each fund will start with 6.2% shares. 

“The first (role of fund managers) is to... 
maximise returns... by trading bank shares 
with each other. This... will be distinct from 
trading in the stockmarket (where 38% of the 
shares trade), but, presumably, information 
will flow between markets.... 

“(This)... allows funds to obtain controlling 
stakes and impose some measure of governance... by electing 


taneously, funds can generate higher returns.... 

“This... (also distances) banks from government constraints 
and... (improves) their performance.... If governance improves 
and national consensus (is) in favour of making (them) widely- 
held private institutions, the shares held by the holding funds 





can be traded with private sector funds, thus effectively privati- 


in Indian Financial Sector Policy: January 2003’, providing solu- 





“Create a number of holding funds (say, 10)... and appoint fund 
managers for them. (They)... should be individuals or firms with 


appropriate directors and pressuring (under-performers). Simul- 


| sing these banks. ...Also, it will cost little....” 


ON THE BANKRUPTCY CODE 


"A good bankruptcy code... helps creditors recover their money 


| from failing enterprises,... (disciplines) incompetent manage- 
| ment and... (removes) them from the control of precious societal 


resources. Without a proper bankruptcy system..., debtholders 


| are at the mercy of owners and management who can keep 


Remedies 
for India’s 
financial ills 


them at bay... when things go bad, but 
get none of the upside when things 
are going well... 

“(It) helps workers... also. For 
those in terminally ill firms, it extracts 
a severance payment and forces soci- 
ety to... redeploy their talents. For 
those in potentially viable firms, it re- 
moves the burden of incompetent or 
crooked managements (and)...debt or unviable contracts...” 


ON IMPROVING BANK SUPERVISION 

m “The capabilities of supervisory staff have to be enhanced, 

| specifically their understanding of accounting, (IT) and finance. 
Specialists... have to be hired. Skimping on... salaries is the 
worst form of under investment... 

m “A permanent supervisory presence in the top 15 banks may... 
| be desirable. It may also be useful to employ... professional ac- 
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“WOULD you be interested in joining as 
chief economist at IMF?” 

‘Twill be happy to come in but lam 
not sure if Tam interested.” 

The question was asked by Interna- 
tional Monetary Fund (IMF) president 
Horst Koehler in a phone call in the latter 
half of June. The reply came from Raghu- 
ram Rajan, professor of finance at the 
University of Chicago. Koehler may have 
been stumped by the reply, but it did not 
put him off. Last week, IMF announced 
that Rajan will join as its economic coun- 
sellor and director of the research depart- 
ment (a.k.a. chief economist) come Octo- 
ber 2003. 

The announcement came soon after 
Rajan was declared the winner of the 
American Finance Association's Inau- 
gural Fisher Prize in January 2003. The 
prize is awarded to people under 40 who 
contribute most to the theory and prac- 
tice of finance. In February 2003, Rajan 
also co-authored a book, Saving Capital- 
ism From The Capitalists, which deals 
with the fundamental tension between 
markets and politics. 

A gold medallist from the Indian In- 
stitute of Technology-Delhi (1985) and 
the Indian Institute of Management- 
Ahmedabad (1987), Rajan completed his 





ing’ from the Massachusetts Institute of 
Technology (MIT) in 1991. In 2001, the 
then finance minister Yashwant Sinha 
roped in Rajan as a consultant to the 
Government of India. “Raghuram Rajan 
is a rare person, a brilliant scholar and a 
speaker par excellence. Other than his 
wide-ranging academic interests, he is 
also interested in Indian politics, tennis, 

cricket, history, and more. The appoint- 

ment of Rajan as chief economist at the 


IMF is also a recognition of the impor- | 
tance of finance for a position that has | 


been the bastion of macroeconomists,” 


says Ajay Shah, consultant, Department | 


of Economics Affairs, Government of In- 
dia, who co-authored a joint paper with 


Rajan, ‘New Directions in Indian Finan- | 


cial Sector Policy: January 2003: 

Rajan follows illustrious economists 
like Ken Rogoffand Michael Mussa at the 
IME But his mandate may be even 
tougher. He has to provide a new direc- 
tion to the IMF's economic policies at a 
time when people are questioning the rel- 


evance of international bodies like the | 


World Bank and the IME 


Rajan isn't talking about his plans for | 


the IME But in a telephonic interview 
from Chicago, he spoke on a range of top- 
ics — from the world’s greatest econo- 


Ph.D. witha thesis titled ‘Essayson Bank- | mists to protectionism in developed | 


counting firms in certain super- 
visory exercises...” 


ON THE HEALTH OF THE 
FINANCIAL SECTOR 

"Is there sound stockmarket liq- 
uidity for the top 1,000 firms? 
The top 1,000 firms in India 
should enjoy turnover ratios 
of... 100%. In India, this drops 
to... 15% for ranks 300 to 100... 
— an unhealthy concentration 
of liquidity in a (very) narrow 


INTERVIEW 


countries to banking sector reforms. Ex- 
cerpts from a free-wheeling conversation 
with BW’s Ashish Aggarwal: 


E Let’s start off with what has shaped 
your views on capitalism and free 
markets. How have you been influenced 
by nations and individuals? 

Evidence of success or failures goes a 
long way in shaping opinions. It is easy 
to talk theory... To give you a broad ex- 
ample: are open borders a good thing or 
a bad thing? You just have to look at all 
the countries that have opened their 
borders in the 1970s. By and large, they 
have done well. So you start concluding 
that, perhaps, there must be some thing 
good about opening borders and that’s 
an example of convincing evidence. 


W Who, according to you, are the 
economists whose theories are most 
relevant today? 

That’s a good question. There are lots of 
economists who are relevant today and 
if I could name six, I would go for Adam 
Smith, Karl Marx, John Maynard Keynes, 
Friedrich Hayek, Milton Friedman and 
Robert Lucas. Karl Marx may be surpris- 
ing, but if you go beyond the polemics, 
there are few economists who have in- 
fluenced social sciences more. 





Rajan (L) and Shah offer clear prescriptions 








set of firms. 


“Are C-rated bonds being issued and traded actively? In In- 
dia today, the corporate bond market is accessible to firms with 
low failure probabilities. (It) should offer market access (at ap- 
propriate prices) to a much larger range of firms. 

“Do stock prices for the 10 largest banks reflect distress? The 
market is a... tool for inferring the (unobserved) value of assets 
of a bank. It can be an... early warning tool... 

“Do the derivatives markets satisfy no-arbitrage (condi- 
tions)? In India today, the currency and equity derivatives mar- 
kets suffer from significant unexploited arbitrage opportunities. 
Measuring... the extent of market inefficiencies... would be a 
window on the regulations governing (these) markets. 











“How important is the private 
sector in banking, insurance and 
pensions? This (lack of private sec- 
tor participation) is a traditional 
measure of financial repression.” | 


ON INTEREST AND DIVIDEND 
” „NSDL (National Securities Depos- 
itory) holds dematerialised bal- 
ances in 3,000 securities and sup- 
ports buy/sell transactions... for 
four million investors. 

"It is possible to... (lower) trans- 
actions costs by having one additi- | 





onal security, ‘the Indian rupee’, at NSDL, where balances can be 
held in electronic form. The transaction flow (of this security)... | 
should proceed exactly as is... the case for (other) securities. 
“Using this, benefits... (such as dividends, interest or princi- 
pal payments) would be... efficiently handled. The issuer ofthe | 
security would make one high-value payment to NSDL, which | 
would credit these to each individual security-owner. Investors | 
(could) use these... to transfer them to an electronic bank, orto | 
make payments for their... transaction-related functions. 
"This... eliminates overheads and errors of billions of 
cheques per year, and drops transactions costs.... It allows... 
public disclosure of default on the corporate bond market...” E | 
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INTERVIEW 


@ Which theory has had the maximum 
influence on you as an economist? 

It is a difficult question to answer. One 
recent theory, the theory of Rational Ex- 
pectations, has had tremendous influ- 
ence on economics recently. The theory 
basically says that people understand 
the effects of policies and adjust to them. 
You cannot blindly adopt policies and 
expect people to continue what they 
were doing earlier. People will think 
about policies and adjust accordingly. 
An example may make the point clear. 


Suppose output increases if the govern- | 


ment increases inflation unexpectedly. 


Then one might argue that it makes | 


sense for the government to inflate 
(through loose monetary policy) so as to 
increase output. 

But if people have rational expecta- 
tions, they will understand the govern- 
ment'’s incentives to increase output. 
They will rationally anticipate a higher 
level of inflation as a result of which the 
government has to inflate still more to 
surprise the people, and inflationary 
policies will become less effective as a 
tool to raise output. The point of this is 
that policies that rely on fooling the peo- 
ple repeatedly will not work very long. 


E Now that you are going to be the 
chief economist, will finance take 
precedence over economics at IMF? 

I don’t think macroeconomics is unim- 
portant. I think what happens is that the 
chief economist adds nuances, which 
are based on his skills and particular ex- 
pertise. My mandate includes every- 
thing that the IMF research department 
has been doing, which is studying tradi- 
tional issues, and I think the IMF has 
done a pretty good job there. 

Part of my mandate is to make sure 
the good work continues and the other 
part of my mandate is to bring a some- 
what different focus, which comes from 
my background, and, perhaps, think of 
new challenges and how IMF can deal 
with them. 


E It is widely believed 
that you are an IMF 
critic. Are you? 

I don’t think I am. 
That is not to say 
that past IMF poli- 


cies are beyond crit- get off. Were we better 
i i . h . . . . 

cism en the M in India driving the 

some of its polici 

pahaa a Ambassador car for 40 
workedastheywere years or are we better 


intended to work. 
What is important is 





“Protectionism is 
a drug which is hard to 


off with the Indica?” 


that the IMF learns from its experiences, | 


and I think there is a management in 
place which wants to do this. 


E IMF-baiters have accused it of doing 
too little. Do you agree? 


Well, the IMF's mission has been chang- | 


ing over time. Earlier, it used to help 
countries manage exchange rates. That 
was of primary importance during the 
era when the exchange rates were fixed. 
Over time, that has changed. Broadly 


speaking, the IMF has been helping | 
countries work their way through crises | 


and improve their financial and macro- 


wait and see.... The tools to inflate the 
economy are there; whether we use 
them, we have to see. 


| W You have often said that you are 


against protectionism. Why do you see 
protectionism negatively? 

I think when rich countries protect their 
industries it becomes harder for entre- 
preneurship to thrive in developing 


| countries. Entrepreneurship is very im- 


portant for free markets. It acts as a 
strong force for improving markets in 
that sense. 

Protectionism is a bad thing. Not just 


economic infrastructure, and these ' forthe Third World itself, but also for the 
seem to be the countries using pro- 
broad themes that 6 tection because 
are in front of the I think when rich what happens is that 


IMF today. 

The challenge, 
of course, which it is 
facing, is from crit- 
ics who argue that it 


countries protect their 
industries it becomes 


harder for 


they get industries 
that are inefficient. 
Once industries start 
demanding protec- 
tion, they are hooked 


is doing too much or = and they impose 
too little. Its a entrepreneurship high costs on the rest 
prickly issue and itis E-i . of the economy. 

better to under- to thrive in developing Protectionism is 
stand it on a case- countries”? a drug which is hard 


to-case basis. The 
answer differs de- 
pending on the area of 
work in question. At this 
point in time, I would not 
like to get into specific is- 

sues. 


E What are your 
concerns regarding 
the deflationary 
trends in the 
global economy? 

I have a concern 
as to whether we 
will adopt appro- 
priate policies to 
counteract de- 
flationary 

trends and that 
is something 
we will have to 









to get off. Put an- 

other way, were we 

better off in India driving the Am- 

bassador car for 40 years or are we 
better off with the Indica? 


E Your recent book deals with 
the fundamental tension 
between politics and 
markets. How do you see 
the political dilemma of 
trying to unleash free 
markets? 
When the markets open, a 
lot of people get access to 
new opportunities. But 
there are significant inter- 
ests in the country that op- 
pose the opening up: in- 
cumbent industrialists, 
entrenched trade unions, 
public sector workers, and 
so on. The problem is that 
many of these powerful in- 
terest groups have a lot of 
weight with the govern- 
ment. That is why there is a 
significant political cost that 
is paid when the government 
attempts free market poli- 
cies. I think what some of the 
international bodies can do 
is act as a scapegoat. 
So the government can 
blame them for enforcing 
policies, which, ultimately, 
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are in the interest of the people. 
Because these policies are polit- 
ically infeasible, the politicians 
can seek cover saying that it is 
the foreign bodies which made 
them do it. So I am not too per- 
turbed when people blame in- 
stitutions like the IMF for politi- 
cally unpopular policies; it goes 
with the territory. In retrospect, looking 
back at the 1990s, we can say that, by and 
large, what happened was good for In- 
dia, even though the policies may have 
been initiated under IMF's aegis. 


W In reply to a question on what’s 
wrong with capitalism you have earlier 
sald: “Governments pass rules that 
favour the rich.” So how do the poor 
access finance? 


do the right things. One such condition 
can be that of open borders because 
when the borders are open for trade, 
then there is a greater possibility that the 
government will do the right thing. 

Take the example of India itself. In- 
dian companies used to pay a very high 
cost for the capital they raised. These 


costs were very high but there was noin- | 


centive to change and anybody who had 
connections in the Licence Raj regime 
essentially got access to finance, but 


anybody outside found it very hard to | 


access finance. 

Now, it is only after opening up the 
Indian economy to outside competition 
that many of these business groups 
(who had connections in the Licence Raj 
regime) are finding the cost of financing 


problematic. They now compete with | 
foreign firms that have access to cheap | 
capital. So the business houses now | 
have an incentive to put pressure on the | 
government to reform the financial sec- | 
tor, to improve the infrastructure, so that | 
| but which certainly make the markets 

Retail consumer financing, which is | 
booming in India, was never a serious | 
| W You are a consultant with the 


rates can be brought down. 


product when the banking system was 


fast , highly con- 
ere \ trolled and 
\ largely na- 


tionalised. It 








“policies that rely 
on fooling the 
people repeatedly \ will 
not work very long.” 
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is the Citibanks and the ICICIs of the 
world which have led the push in retail 
products, and now the SBI (State Bank of 


India) has followed. Now, there is a | 
tremendous amount of retail finance 

that is available and it has gone down to | 
the middle class. And since there is so | 


much competition for the middle class, 
banks will find ways to reach even the 


| poorer sections. I think, competition, 
| whether coming from inside or outside, 
What are actually needed are the condi- | 
tions under which the governments can | 


eventually forces the market structures 
to improve and the financing costs to go 
further and further down. 


@ You have stated the importance of 


| efficient distribution of economic 


resources. How do you think 
international bodies and nations can 
work towards better distribution of 
economic resources? 

It is something that has to develop ina 
country as a consensus. In general, I 
think, changing distribution is very hard 
and often leads to a lot of political con- 
flict. So, while certain patterns of re- 
source distribution may be more con- 
ducive to markets than others, I think it 
is very hard to achieve those patterns. 
Instead, I think one should focus on 
policies that can help the markets be 
more sustainable in a country. Policies 
like unemployment insurance, pension 
plans,... essentially various modes of 


safety nets, which help people deal with | 


ups and downs of modern market econ- 


omy. I think these are the policies that do | 


not require immediate redistribution, 


more sustainable in a country. 


Government of India too. What is your 
role there? 

Very minor. (Laughs) Nothing... maybe 
giving suggestions. 
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@ But you do have a strong 
opinion on India’s financial 
sector reforms. 

This is my opinion — keeping 
the IMF hat off. Well! I don’t 
wear the IMF hat till October... 
(Laughs) I think there are steps 
which have been taken in the 
right direction. 

The Securitisation Act is a step in the 
right direction. However, getting a good 
bankruptcy law in place and getting 
the bankruptcy courts working are the 
next step (See ‘Remedies For India’s Fi- 
nancial Ills’). 

Improving the surveillance and the 
infrastructure of the securities and ex- 
change board to ensure that the transac- 
tions are reliable are the other steps. And 
in India, we are on our way there. I think 
we are doing all the right things. Some 
people might argue about the speed 
with which it is being done, but the di- 


| rection is definitely right. 








“Each stage in a country’s development 
brings its own set of incumbents, who 
have an interest in allowing only those 

institutions that sustain their power”? 


SAVING CAPITALISM FROM THE CAPITALISTS 


In the long run, I would say that there 
are areas that still need to be tackled. For 


| example, what do we do about co-oper- 
ative banks? They are, in fact, being 


brought into the banking supervisory 
structure now, but we need to make sure 
that things are done correctly. 


@ What is your opinion on 
disinvestments in the Indian public 
sector and what do you see as the way 
forward in banking sector reforms? 

I think the broad direction is right. I per- 
sonally think that one should not make it 
an ideological issue that privatisation is 
the only way for everything. 

At the same time, I do not think that 
one should hold off from selling prof- 
itable firms because they could be even 
more profitable in the private sector. So 
it’s got to be on a case-by-case basis. The 
governing line should be what is best for 
the people. 

Unless we get adequate corporate 
governance in place, I don’t think itis a 
good idea to immediately privatise these 
(nationalised) banks. There is a danger 
of lax corporate governance ruining 
these banks and that is something to be 
worried about as it could give the pri- 
vatisation process a bad name. 

However, I think there are 
intermediate steps that could 
distance the banks from 
the long arm of the govern- 
ment while still allowing gover- 
nance to be exercised over 
management. I have suggested 
some steps in previous writ- 
ings (See ‘Remedies For India’s 
Financial Ils’). 
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AGHU Pillai, head of RPG Enterprises’ retail opera- 
tions likes being on top of things. The 46-year-old ca- 
reer RPG man directs the retail business from his of- 
fices on the fourth floor at Chennai’s Spencer Plaza, 
situated atop Foodworld (ground floor), Music World 
(first floor) and Health & Glow (ground and second 
floor), three stores owned by the group. But while 
such proximity allows Pillai to amble downstairs at will to have 
that occasional cup of coffee, chat with customers and pat his 
store managers on the back, since February, Pillai’s attentions 
have been elsewhere — in Mumbai's crowded suburbs. Come 
October, RPG's second Giant hypermarket will open at Mind- 
space, a mall on the Andheri-Malad link road. Within 60 days 
yet another Giant will lumber into Thane. And these two stores 
could well decide the future of the entire RPG group. 

Already, there is team of five merchandisers in place in 
Mumbai, looking essentially at the stocking and supply chain 
needs for these two humongus stores. The one at Malad is 
spread over 50,000 sq. ft — that is about one-and-a-quarter the 
size of a FIFA soccer field — while the one at Thane is around 
47,000 sq. ft. Pillai expects the two properties, each on a five- 
year lease, to be handed over in August, after which work on the 
interiors will begin. “If we can hack Mumbai, we will have deliv- 
ered the RPG retail vision entirely,” says Pillai, fingers crossed. 

Six feet tall and proportionately broad, Pillai looks more 
midfielder than CEO. But as the boss of RPG Retail and as 
someone who has been closely involved with the group's retail 
experiments since 1995, it is on Pillai’s wide shoulders that the 
retail strategy rests. He may joke that he carries the load lightly, 
(but there's much at stake here. RPG Enterprises is trying to give 
itself a makeover — from being essentially manufacturing-led 
to being services-led. Today, at Rs 450 crore, retail contributes 
just 7% to the Rs 6,600-crore group's turnover and little to its 
Bone. But, by 2007, the Goenka family, which controls RPG, 

opes that retail will be at least Rs 3,000 crore in size, contribut- 
ling to around 30% in turnover and perhaps more to profits. 

There's more at stake here than just percentages. Sanjiv 
Goenka, vice-chairman of RPG Enterprises and patriarch 
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In retail | am staking my reputation, be sure I'll succeed | 
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RPG 


Retail will be our flagship; | do not mind being called a dukandar 






Ground Zero: Mindspace Mall, Andheri-Malad Link Road, Mumbai: The second Giant 
hypermarket will be unveiled here in October. It promises to be a test for RPG's retail push 


Rama Prasad’s (RP) younger son, says that since his early teens 
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he dreamt of being a retailer, a purpose that was fired further | 


when he later read of Wal-Mart's legendary Sam Walton. More 
importantly, Sanjiv also admits that the group couldn't grab the 


1990s. “Between 1995 and 2001, we made a hash of our busi- | 


nesses, went into too many, spread ourselves too thin, dele- 
gated too much... And while some of our other businesses are 
slowly turning around, retail is where our future lies.” Elder 
brother Harsh adds that while the other lines — power, carbon 
black, tyres, etc. — will stay, retail will clearly be the flagship. He 
doesn't mind being called a dukandar (shopkeeper), he quips. 

Between Sanjiv’s post-mortem and Harsh’s easy banter lie 
some other dimensions to the retail foray — if the brothers 
Goenka, both in their forties, can manage to grow retail, then 
it'll be their own legacy and not their father's. In the last decade, 
ever since RP handed reins over to his two sons, they've entered 
new businesses such as telecom, but RPG Cellular remains a 
small operation. Most of the group's turnover still comes from 
power and tyres, businesses created by RP. 


‘sh 
enka 


More pertinently, these legacy businesses have persistently 
seen bad times over the last few years. And while they have 
started showing the first signs of a turnaround, the value cre- 
ated is still minimal — the market cap of CESC and Ceat, the 
two group biggies, is around Rs 300 crore and Rs 150 crore, re- 
spectively. Moreover, many New Economy initiatives of the 
1990s — music and entertainment (Saregama), IT (Zensar) and 
pharmaceuticals (RPG Life Sciences) — that were meant to 
change the complexion of the group, offset some of the com- 
modity-driven cyclicality, etc., failed to live up to expectations. 
Thanks to all this, the overall image of the group has suffered. 
Fe Almost all of thenrstarted as traders and, subsequently, 

entered manufacturing. Sanjiv’s ancestors such as Ram Kr- 
ishan Goenka and Ram Chandra Goenka were traders. It was 
his grandfather, K.P. Goenka, who entered modern manufac- 
turing. But while retailing is in the Goenka blood, there are two 
questions that remain unanswered. First, how well can a group 
steeped in a manufacturing culture make a go of a business 
that requires a very different mindset? Second, considering the 
size of their ambitions, can the Goenkas scale up the retail ini- 
tiative smoothly, given that as a group they haven't quite been 
able to grab the opportunities that the 1990s threw up? 

The first issue is definitely top of mind for the brothers. Not 
just how to create a more service-oriented culture, but also how 
to manage expansion there without putting off managers in the 
legacy businesses. Their thinking can be gauged from their 
statements and their actions. Harsh admits that every time he 
says retail will be the flagship of the future, he risks demotivat- 
ing managers from the other lines. “But if! don't starve them of 
capital to grow their businesses, I can live with that,” he says. 

How the retail business is run offers other clues. Except for 
Pillai and some others, most employees are from outside the 
group. While that's partly because that is where expertise in the 
category lies, it is also somewhat deliberate — both Sanjiv and 


OR Marwari businessmen, retail is a throwback to an earlier 


HEMANT MISHRA 


After a decade in the doldrums, RPG is planning a 
strong comeback through its retail businesses 
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Raghu Pillai, sitting nicely on what he’s expected to deliver 


Harsh want a very different work culture in retail. 

The retail initiative has also been funded ona standalone 
basis. Typically, most Indian business houses use multiple bal- 
ance sheets within a group to bankroll new projects; however 
all money for retail has come from Spencer and Company, the 
group company that owns Foodworld, Health & Glow, Giant 
and Music World. In 1984, the RPG group bought Spencer, and 
over the past several years, its existing businesses (related to 
travel and real estate) have consistently churned out profits of 
Rs 20 crore-30 crore annually. Plus, at the time of acquisition, 
Spencer was sitting on real estate worth roughly Rs 500 crore. 
So the Rs 70 crore that has so far been invested as equity in retail 
has either come from Spencer's reserves or from the sale of 
some of its real estate. Importantly, none of the group compa- 
nies have been touched for retail. While that’s good gover- 
nance, it also ensures that retail has few linkages with the rest of 
the group. Again, operationally, the fact that retail is headquar- 
tered in Chennai, not Mumbai and Kolkata, where the rest of 
the group is run from, helps in bypassing legacy mindsets. 

But will that be enough to create a retail giant here or as San- 
jiv puts it, to reinvent himself as ‘India’s Sam Walton’, 


the weaknesses in the system, and conclusively pointed 
which way growth lay. When RPG entered retail, it wasn’t 
entirely clear about what lay ahead, because there were no 
precedents of organised retail in India. This diversification was 


L AST year was a watershed in many ways. It exposed many of 





Retail: a bird's eye view 
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partly on the advice of McKinsey & Company. The first Food- 
world was set up in Chennai on 9 May 1996. Then came Health 
& Glow (late 1996), Music World (1997) and, finally, Giant (2001). 
In the early years, the group was clear that Foodworld 
would be the sword arm of retail. This label was meant to pri- 
marily sell food and grocery with some general merchandise 
thrown in. The total food and grocery market in India is valued 
at Rs 650,000 crore; even if a small percentage of this is cur- 
rently addressable, that still translates into pretty large num- 
bers, far larger than what Music World or Health & Glow could 
deliver. So between 1996 and 2000, 51 Foodworld outlets were 
opened across Chennai, Bangalore, Pune and Hyderabad. 
Somewhere around 2000 came the realisation that rolling 
Foodworld out nationally wouldn't be easy. The Foodworld dis- 
tribution model works on a hub-and-spoke system. You set up 
a hub — think ofit as a large warehouse — that services the in- 
dividual Foodworld outlets. Now, mainly for tax reasons, you 
need to have a hub in any state you operate in. Then, since a 
hub is basically a cost centre, the best way to run it is to load an 
optimum number of outlets on it. That means the hub restricts 
your ability to fan out once you've started somewhere. 
Meanwhile Pillai and the others had started looking at other 
opportunities in retail. One style that appealed was the ‘big 
box’ format, essentially a huge warehouse from which you 
could sell either to other retailers (the cash-and-carry model) 
or to individuals (the hypermarket). Of course, to succeed, you 
should sell cheap. Convinced that the big box was a good addi- 
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egy — its inability to read the market. According to internal 

THE ROAD AHEAD guidelines, Foodworld tries to sell its destination products 

© By March 2004, put up 3 more Giants, 2 in Mumbai (things that draw a customer in) like, say, a 20 kg bag of rice or 
and 1 in Chennai: all 3 locations identified wheat, at a price a couple of percentage points below semi- 


| wholesale rates. But, perhaps assuming that Foodworld had 
| become a part of the customer's buying habit, the store upped 
© By 2007, have 20 Giants nationally including the 4 prices to beyond semi-wholesale rates. As there are virtually no 
metros plus Bangalore, Hyderabad and Kochi switching costs in retail, volumes fell dramatically. By their very 
h nature, though destination products account for 25% of sales 
: $ | byvalue, in a fall they can drag overall sales down since a lot of 

© Each Giant expected to deliver Rs 100 crore-120 crore | ober stuff doesn't on sold vane customers stop coming in. 
in a steady state: focus on backend integration | Meanwhile, some new forays started faltering. RPG had en- 
tered Pune thinking the city would deliver huge volumes. It 
| turned out to be a wrong call. Some stores in other cities like 


e 5 of in- : 
As customers grow, up volumes of in-store labels | Bangalore also weren't making the cut. Since a whole pile of 





Container size imports from China being considered both fixed and variable costs — cost of real estate, people, 
s stock, cost of the hub, cost of the respective regional office, cost 
@ Cap number of Foodworlds to 125. A smaller version, | ofthe corporate headquarters — are deducted from sales to ar- 
Foodworld Express, | rive at final profitability, a few percentage point drop in sales 
+ may be launched | translated into a disproportionate fall in profitability. A single 
| percentage fall in topline shrinks the bottomline by 6-7%. 
© Stay focused on the South, but improve logistics, stock | Neither were things going right at Music World. The music 
turn and buying to improve profitability industry, heavily dependent on film music for growth, had 


shrunk from Rs 1,200 crore to Rs 1,000 crore between 2000 and 


r ; 2002. Moreover, because of historical reasons, Music World was 
© Over time, Foodworld could morph into a convenience overleveraged — on an equity base of Rs 4 crore it had debts of 


store selling branded foodstuff | Rs 20 crore. Health & Glow’s problems were different. It had 
started out as a store that sold both beauty products as well as 
e Health & Glow to focus on the South, and be | 

conservative in its growth strategy Kruben Moodliar (L) & S. Murti: Giant expectations 


Ea, 


@ Reduce Music World's leverage, cap large format 
stores but use MW Express & Unplugged to grow 





SATYAJIT DATTA 





tion to the portfolio. By February 2001, RPG got Kruben 
Moodliar on board. Moodliar was then a senior executive at 
Game Discount World, a large South African hyper chain. He, 
along with Pillai, opted for the hypermarket model, convinced 
that it would work better here than cash-and-carry. But they 
tweaked it a bit. Instead of being completely focussed on retail, 
they decided that 75% of Giant's volumes would come from in- 
dividual customers and the rest from selling to fellow retailers. 
And after scouting around all the major metros, the RPG team 
joined two old Vazir Sultan Tobacco warehouses in Hyderabad, 
and the first Giant was inaugurated on 27 June 2001. 

Cut to late 2001. In September, Giant generated 84,000 bills 
with an average bill value of Rs 500. By December, it was gener- 
ating 94,000 bills of the same average bill value. On an annu- 
alised basis, Giant was delivering a turnover of Rs 50 crore-56 
crore in its first six months. “Within the first few months of 
launch, we realised that Giant had delivered,” says Moodliar. 

And that’s when things started going out of control — not at 
Giant, but at Foodworld. The store monitors sales of its control 
stores (those over a year old) to capture growth patterns. And 
while between 2001 and 2002 these stores registered 7% 
growth, in 2002, the rates started falling; finally, the control 
store rates would fall by 6% between 2002-03. 

This fall laid bare a serious limitation in the RPG retail strat- 











Foodworld's Ramesh Ramanathan (C), K. Radhakrishnan (L) and A. Guha: Making money where our mouths are 
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medicines, a bit like Boots in the UK. But it soon realised that it 
could not compete with the neighbourhood drug stores, whose 

_ cost structures were far lower; in beauty products, Health & 
Glow was stuck simply in the wrong market — the South barely 
accounted for 10% of the beauty products business. 

On top ofall this, the people churn began. Oscar Braganza, 
CEO, Foodworld, was sent off to the group's Sri Lanka opera- 
tions. Music World CEO Sathasivam quit, while David More, 
another senior expatriate Foodworld employee, left. Mean- 
while, competitors such as Trent, Pantaloons and Big Bazaar 
started scalping middle managers from RPG's retail business. 
Rumours arose that the group’s retail dream had come unstuck 
and it was looking to exit, either piecemeal or completely. 

But... 


kept lurching from one crisis to another, Giant kept going 
from strength to strength. By June 2002, though the total 
number of bills remained at 94,000 levels, the average bill value 
had risen to Rs 600. It was becoming clear that breaching the 
Rs 100-crore sales figure in each Giant, thereby collectively giv- 
ing RPG retail critical mass, could be easier. (Today, Giant Hy- 
derabad is doing business worth Rs 7 crore per month.) More- 
over, it was also apparent that rolling out Giant nationally 
` would be logistically simpler compared with rolling out Food- 
world, So, Giant replaced Foodworld as the main retail driver. 
_ “Sanjiv had latched on to Giant like a tiger. I knew that when 
FDI would finally be allowed, the battle would be fought over 
the big box,” says Pillai. 
Creating, on a grand scale, a new business as complex as re- 
tail, in a market with no existing markers is difficult. In many 


p ARADOXICALLY, even as the much older retail properties 


ways, the events of the past few years have bloodied managers - 


and given them a glimpse of how things can go wrong, high- 
lighted areas where further attention needs to be focussed and 
provided plenty of clues of how operations can be strength- 
ened. And most importantly, it has strengthened the group'’sre- 
solve to make it big in retail. External observers like KSA Tech- 
nopak chairman Arvind K. Singhal agree. “This is a great 
opportunity for the group; support is high internally, itis widely 
accepted that this is the most promising area for the group to 
venture into, and, finally, they have some very good people.” 

The determination is playing out at different levels. Sanjiv, 

for example, is willing to go out on a limb for retail. Consider 

that the group is planning to set up around 20 Giants over the 
next few years. At Rs 8 crore-10 crore per Giant, that’s an invest- 
ment of Rs 160 crore-200 crore. Internally, the thinking is con- 
servative — money comes mostly through equity to keep debt 
at bay. In a worse case, the group would be okay with a 1:1 lever- 
age. Now, while Rs 50 crore-60 crore could easily come from ex- 
isting Giants or from Spencer, about Rs 100 crore will need to be 
raised from elsewhere. And Sanjiv says that to keep supporting 
retail, he is willing to exit some of his other legacy businesses, or 
sell stakes here and there, if need be. “There’s nothing emo- 
tional about retail any longer; it’s driven by cold, hard business 
logic,” he says. Only to add: “For example, one of the things that 
Ineed to guard against is indiscriminate growth.” 

If you look at organised retail in India, you'll find that most 
of the activity is happening in the apparel, food, grocery and 
household provisions market. The major player besides RPG 
are MarginFree Markets and Subhiksha, both food & grocery, 
Shoppers’ Stop, Pantaloons and Lifestyle in apparel and Big 
Bazaar in general merchandise and food (See ‘I don't see them 
as a serious threat’). The amounts invested are still small, 
around Rs 1,000 crore according to Harminder Sahni of KSA. 
Most of this money has gone into real estate and not in the 








backend; but that should change. According to market esti- 
mates, most of the players have begun showing operating prof- 
its and some individual stores may even have started recover- 
ing their investment. So, given its potential, observers continue 
to be bullish. For example, last year, India ranked sixth on the 
AT Kearney Global Retail Development Index, and according to 
the consultancy, India is on the radar of MNC retailers, 

Today, there are two broad activities that are taking up RPG 
management time. One, the rollout across the individual for- 
mats, something that will finally add up to the overall big num- 
ber. Two, making the operation more robust and profitable. 

With Giant leading the charge, the role for Foodworld 
changes. It will remain restricted mostly to the South. By 2005, 
the number of Foodworlds is expected to rise to around 125 
from 84 today. Pillai is toying with the idea of Foodworld Ex- 
press, essentially smaller outlets. If they work, the total num- 
bers could rise to 180. But it will still be less than the 300-plus 
numbers originally planned. Foodworld and Giant also pullin 
different directions. While Foodworld is about being in your 
neighbourhood offering good quality at reasonable rates, Giant 
is all about being very affordable, though not necessarily very 
convenient. So Pillai believes that over time, Foodworld could 
morph further into a convenience store, selling only branded 
products. But given that Foodworld is already a Rs 290-crore 
company, over five years it is expected to go to Rs 600 crore-700 
crore and contribute around a quarter of retail sales. 

With Music World and Health & Glow, the thinking is differ- 
ent. Pillai’s first priority in the former is to reduce the leverage, 
from the existing 1:5 to 1:1 and finally to 1:0.75. This will be 
done through reduction of debt and infusion of equity. More 
importantly, the future growth engines will not be the big, ex- 
pensive stores — there are 15 of them already — but Music 
world Express (store-in-stores) and MW Unplugged (7’x6’ wall 
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‘| don't see them as a serious threat’ 


HE RPG Group is planning to grow its retail business by Rs 2,600 

crore, or eight-foid, in five years. While in. RPG Enterprises’ context 

it may seem ambitious, by itself, it's not as audacious as it sounds. 
In the food and grocery industry, most of the initial experimentation 
between retail formats is over now. The debate over single, large or 
several small stores has ended, with the triumph of large-format 
discount stores. Notes Arvind Singhal, head of retail consultancy 
company KSA Technopak: “After seeing the throngs of shoppers at the 
existing big box stores, most new entrants have decided that these are 
the formats to follow.” 

Right now, there are two distinct paradigms in big box retailing. At 
one end, there is RPG which is betting that Giant's food and grocery- 
centric strategy will deliver — about 65% of the retail acreage inside Gi- 
ant is devoted to this category. in contrast, Pantaloons’ Kishore Biyani is 
taking a contrarian line. He doesn’t want food to account for more than 
“30% of his turnover. “That is what the Indian household spends on food 
every month,” he says. | ask if he is monitoring RPG's renewed thrust 
into retail. He shrugs. “I don’t see them as a serious threat.” 

it is, of course, much too early to say who is right. The market is still 
woefully nascent. The balance of power still lies with manufacturers, 
not retailers. But things will change. Pillai says the fun will really start in 
another five years when all his Giants are up and running. And then, 
there is Trent. Which has been quietly readying it’s own hypermarket 
foray. It should be interesting to see whether it can score an upset. 


M. RAJSHEKHAR 








units that can literally be place anywhere). These already ac- 
count for 17% of Music World’s turnover, a share that is ex- 
pected to rise. The only exception will be a store in Mumbai, 
which accounts for 20% of total national music sales. In five 
years, Music World's turnover is expected to rise to Rs 120 crore 


from Rs 50 crore now. The expectations for Health & Glow are | 
minimal — make it profitable, and stick to Chennai, Bangalore | 
and Hyderabad, where it is present already. There is a need to | 


grow out of south India, but Health & Glow’s Rahul Balachan- 
dra says he'll take things as they come. While talking with RPG 
officials, it becomes clear that both Music World and Health & 
Glow will be marginal players in the retail plan. In fact, Health & 
Glow may not even stay with the group. 

Internally, there is debate on whether and how to consoli- 
date the business. While both Giant and Music World are 100%- 
owned by RPG, MNC Dairy Farm owns 50% of Health & Glow 
and 49% of Foodworld, with RPG owning the rest. (Dairy Farm 
bought the stake when there was a policy vacuum in retail FDI 
-norms). The debate on the consolidation is yet unresolved. 

Perhaps far more complex than rolling out will be keeping 
operations profitable as the business is scaled up. Globally, the 
profitability of retail chains is driven by a combination of a few 
things: quick stock turn (i.e., an efficient supply chain), smart 
working capital management and the skill to drive up volumes, 
especially in food and grocery retail as margins are otherwise 
low. This is what gives retailers the high returns on capital em- 
ployed. Wal-Mart, the best in the class, has an ROCE of 20%, 
while Tesco throws up 13%. (Read these in the context of cost of 
capital abroad, which, is far lower than here). It's these efficien- 
cies that Pillai and his team are trying to improve upon. 

Take Foodworld. Though it’s not making any money at the 
PBT level, the levers to crank up profits are being moved. Food- 
world boss Ramesh Ramanathan has been busy looking at the 
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three prime variables — stock turn, volumes and efficient 
One of the initiatives introduced is cross docking, where good: 

























































from FMCG outfits are purchased in such a manner that the 
spend little time in the warehouse. This lowers inventory leve 
and betters stock turn. “We've reduced warehouse inventory! 
50% in the last 18 months,” says Ramanathan. His efforts at im 
proving sales in his control stores are also showing — in the firs 
three months of 2003-04, sales are up 13%. He is also looking 
things like employee productivity. Overall, in the last thy 
months, Foodworld’s gross margins have gone up by 0.6 per-._ 
centage points to around 20%. (In retailing, gross margin is the 
ratio of sales minus cost of stock to sales.) ng 
Thanks to what happened, Sanjiv and Pillai have also be- 
come far more ruthless in their approach. In the last 18 mon 
seven Foodworlds have been shut down — three each in P 
and Coimbatore, and one in Bangalore. Again, the Music 
store in Ahmedabad has also been closed. “These decis 
aren't easy, but at the end of the day, you need to make mo 
So far the Goenkas have been in investment mode, wi 
retail initiative returning little money. But that’s changing. TI 
expectations: a ROCE of 20%-plus in grocery (Giant and Foo 
world) by 2005. Given that organised retail is minuscule in In 
dia, it still doesn’t get the kind of support from suppliers seen 
globally — long credit periods, just-in-time delivery and rock- 
bottom prices. So, while gross margins at the store level a 
the range of 26% globally, here they are 14-20%. But as op 
ing expenditure (opex) here (people, real estate, etc.) is pro 
tionately lower, the post-opex spread is comparable to 
levels of 7-9%. So, from here on, if the group can manag 
stores well, the 20% ROCE is available. 
Luckily for RPG, the Giant experience has been good 
In Hyderabad, it has been spewing out gross margins of 
in June this year, once opex costs were loaded, it translat 
an earnings before interest, depreciation, tax and amortis: 
(EBIDTA) percentage to sales of 7%. This means that the | 
ness is healthy. The big challenge: first to maintain th 
EBIDTA rates in Hyderabad and the replicate them.in Mumt 
where costs are higher. Sanjiv is not as worried as Pillai is ab 
the western metropolis. “Mumbai will deliver, I am certain, 
says. Pillai admits he'll be okay even if the store EBIDTA drop 
bitin Mumbai. a 
But, Giant's performance in Mumbai will be closely wate 
ed because it will be the first time RPG retailing will be trying 
create an important beachhead outside the South. Many 
lessons from Hyderabad are being used for Mumbai, For e 
ple, while space is not a constraint to volume, tills are. Sc 
stores in Mumbai will have more tills than the Hyderabad 
does. Again, the number of trolleysin the Mumbai stores w 
double the number in Hyderabad. 
The Giant story will not end with Mumbai. Next is Chenr 
followed by the other metros. Moodliar expects each Gian 
plateau at levels of Rs 100 crore-120 crore, So, Giants will nee 
to be added consistently if the big retail numbers are to h. 
pen. With a well-integrated backend, more stores will © 
greater costs being shared, more efficiencies and more profi 
Already, the group has taken 12,000 hectares of land 
pected to increase to 80,000 hectares in four years —~ U 
contract farming in Hoskote to supply groceries, It also ex 
that sooner or later, FDI in retail will be allowed. “think 
face true competition only when that happens.” Sanjivis: 
bothered about future competition. “Our business w 
strong enough to take them on. Remember, in retail. | am st 
ing my reputation, so be sure FH succeed.” 





With reports from M. Anand and M. Rajshek 
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keep pace. Whether your needs are as simple as i 
bandwidth or specialised services like Disaster Recovery 
Solutions. 








_ And should you ever need it, highly trained service engineers 
will be available to take care of every eventuality. 
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e STM4 (622 Mbps) optic fibre network in the country. 
ə 42 cities coverage. 

e Complete redundancy, monitoring and control. 
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e SLA guarantee at 99% uptime. 

è Last-mile access over leased lines, DSL or wireless. 
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HE battle between banks and er- 
rant borrowers kicked off with a | 
bang last year. Armed with the 
powers that the new Securitisation | 
Act gave it, ICICI Bank took over a 
plant of Mardia Chemicals, a defaulting 
company, The Mardias rushed to court. 
Its been quiet since then. Till the | 
Mardia case is over, bankers can only | 
take over the assets of a company; they | 
cannot sell them. Still, ICICI Bank wrote | 
back Rs 400 crore to its 2003 profit and | 
loss account by getting borrowers to ne- 
gotiate with it under the new law. | 
Meanwhile, not every defaulting | 
company is banking ona lenient judge- | 
ment in the Mardia case. And if the 
courts decree in favour of the banks, | 
there’s still the question of how banks | 
will go about selling off the assets. | 
Hence, silently but surely, action is | 





building up on another front. 

The Reserve Bank of India (RBI) has 
received 12 applications from compa- 
nies wishing to set up asset recovery | 
companies (ARCs). The ARCs will buy | 
bad loans from banks and financial in- | 
stitutions (FIs), restructure them and | 
make a profit. Though the RBI has not 
given the green signal to anyone yet, | 
many of the ARCs have already finalised 
their action plans. | 

The biggest is the Asset Recovery | 
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India’s asset recovery companies are 
waiting for RBI approval to take on NPA 


ON THE 






Recovery rates of key Asian ARCs 
| ARCS Country Recovery rate | 


36.0% 


Company of India (ARCIL), promoted by | 
ICICI Bank, IDBI and the State Bank of | 


India. A host of other public sector banks 
are also picking up stakes in the com- 
pany. The other big player is Asset Care 
Enterprise (ACE), promoted by the In- 
dustrial Finance Corporation of India 
and Punjab National Bank. Others who 
have applied to the RBI include Kotak 
Mahindra Bank, as well as a legal firm 
and a detective agency specialising in 
NPA recovery. 

ARCs have been used widely across 


Asia to help countries resolve their bad | 
loan problems. They've had varying de- | 
| grees of success. (See ‘Recovery Rates Of 
Key Asian ARCs’). In India, a recent esti- | 
| mate by rating agency Crisil says that 


banks can recover around 12.4% of the 
total value of non-performing assets 
(NPAs) on their books — or Rs 8,700 
crore. What Crisil means is that of the 
loans that are actually recoverable 


| (around 30% of total bank NPAs cannot 


be taken on for legal reasons and an- 


other 30% for operational reasons), In- | 


dian banks can recover around 40% — or 
the same that has been recovered in 
other Asian countries. 

“We've already identified a 
tentative list of assets that can 
be transferred from banks to 
the ARCIL for recovery,” says 
N. Vaghul, chairman, ICICI į 
Bank, who now heads ARCIL. 





56.0% 
46.4% 


The ARC estimates that banks can trans- 
fer more than Rs 10,000 crore worth of 
assets to it, of which about Rs 4,000 
crore-5,000 crore is recoverable. ACE has 
identified around Rs 2,000 crore-3,000 
crore worth of assets in sectors like iron 
and steel, textiles and chemicals, that 
can be transferred to it. 

ARCIL has already put in place some 
of its top management team. Helping 
Vaghul are venture capitalist Pradip 
Shah and former Bank of India chair- 
man M.G Bhide. Also likely to join are 
chartered accountant Rajendra Chitale 
and Tata Sons director J.J. Irani. 

So how will the ARCs go about thet) 
job? ARCIL has grouped assets into foui 
categories (See ‘ARCILs Classification O: 
Assets’). “We want to go for the low han- 
ging fruit in the initial stages,” say: 
Vaghul. “We'll start by taking on assets 
where the plant or the unit is still viable 
and the only problem is that the deb: 
needs restructuring. We want this to bez 
learning experience and see whethei 
our strategies work.” Sectors where 
NPAs could be such ‘low 
hanging fruit’ are 
auto components, 
paper and cement. 

The next step is 
to arrive at a price. 






















Classification 
of NPA 





Description 











Group 4 





ARCIUs classification of as 


The unit still has both technological and economic viability, but the management 
may need to be changed. ARCIL may run into legal hurdles while trying to do this. 
Such assets are more difficult to recover than those in Group 1 





Unit will be unviable even after a merger — it will have to be shut down and 
assets will have to be liquidated 


sets 







30-60% 











As far as ARCIL is concerned, both the 
bank and the ARC will jointly arrive at a 
price at which the bank will transfer the 
assets. However, as ARCIL (and ACE) is 
capitalised only up to a nominal extent 
(around Rs 20 crore of authorised capital 
‘in the case of ACE) it cannot pay the 
banks in cash, but, instead, will issue 
debentures or bonds to them. 

:: Normally, banks transfer an asset to 
the ARC at a big discount to its face 
value, which means that they have to 
make heavy provisions in their profit 
and loss accounts. To make it easier for 
the banks, the government has offered 
tax breaks on the sale of government 
bonds back to the government — pro- 
vided banks use the profits from the sale 
to make those provisions. 

Now RBI regulations require ARCs to 
have a very high capital adequacy ratio 
of 15% — for every Rs 100 worth of assets 
on their books, they have to back it up 
with Rs 15 of capital. But, as mentioned 
earlier, ARCs are capitalised only nomi- 
nally. To- get around this, the ARC will 


transfer the asset to a trust. The trust will | 


issue securities to investors, using the 
asset as collateral. The RBI allows only 
large institutional investors to buy the 
securities, These securities will be classi- 
fied as standard assets in their books. 
The ARC will use the proceeds from the 
securities to redeem the bonds that it is- 
sued to the bank that sold it the asset in 
the first place, 

The process isn't likely to be as sim- 
ple, however. Most of the large loans 
made in India are on the basis of consor- 
tium lending, where many institutions 
jointly lend to a single borrower. While 
banks normally provide working capital 
loans and, hence, have current assets of 
the company as security, FIs have fixed 
‘assets as security. Hence, the ARC will 


















joan 








the 


_ ®} ARCs need to evolve a mechanism to handle conflicts between banks that have 
- @ charge on current assets and Fis that have charge on fixed assets 


-J RBI has to issue guidelines on procedures to follow when ARCs want to 
_ SF change the management of a company that they take over 








have to negotiate with a number of | 
banks and FIs. “Potential differences be- | 
tween banks and FIs over the sale is one 

of the big issues we are going to face,” | 
says an executive at one of the ARCs. 

One ARC applicant, however, does | 
not expect to face such consortium | 
lending problems — and that’s Kotak 
Mahindra Bank. “We are going to focus 
only on smaller accounts, of less than | 
Rs 10 crore (size), because that’s where | 
most of our expertise lies,” says Venkattu 
Srinivasan, vice-president (asset recon- 
struction division), Kotak. 

Once the asset is bought, the ARC 
will set out on its next course of action. 
And this is where the true test ofan ARC's | 
functioning lies — in how well it restruc- 
tures and turns around the non-per- | 
forming asset it has bought. There are | 
still many legal and regulatory hurdles | 
here: for one, the RBI has said that it will 
issue separate guidelines on how ARCs | 
can change managements of companies 
they take over. 

If all goes well, the ARC will make | 
profits by selling or restructuring the as- | 


| have had vast experience in this area, 


set. In ARCILs case, it may have to offer a 
share to the bank that it bought the asset 
from, depending on the deal it struck 
with the bank at the time of purchase, Of 


_ the balance profits, 80% will be distrib- 


uted among the investors in the securi- 
tised paper and the remaining 20% will 
stay with the ARC. “The structure of the 


_ ARCILis very much like that of a venture 


fund,” points out Vaghul. 
At the end of the day, though, the to- 


| tal strength ofall the ARCs put together is 


still inadequate to resolve the over 


' Rs 100,000-crore NPA problem that In- 
| dian banks face. Many believe that large 


volumes of investment are likely to enter 
the sector only when foreign investors 


_ start participating. ACE is in talks witha 


number of overseas investors to invest in 
it. “Asset recovery is a specialised activity 
and there are many overseas funds who 
says a senior IFCI executive. Sources say 
that overseas firms like GE Capital and 


» funds like CDC are interested. 


Get ready to see the battle agains? 
bad loans gain momentum. = 




















MOREPEN 






GINA SINGH 


HAT a fall. As late as 1996, 
Morepen Laboratories was be- 
ing talked of as one of the rising 
stars of the Indian pharma 
world, right alongside compa- 
nies like Sun Pharmaceuticals. It had 
managed to put together a non-infring- 
ing process to produce the $3.2-billion 
blockbuster drug Loratadine that was 
going off patent in 2002. In 1996-97, it 
had revenues of Rs 161.34 crore as agai- 
nst Sun Pharma’s Rs 175.35 crore. It was 
also anear-zero debt company then. 
Today, the Delhi-based Morepen has 
a debt pile-up of over Rs 600 crore. It has 
defaulted in payments to banks, finan- 
cial institutions and retail fixed deposit 
(FD) holders. Its plants are running at 
25% capacity. Most analysts have even 
stopped tracking the company. And 
some wonder how longit will be before it 
files for bankruptcy. Morepen’s turnover 
in financial year 2002-03 — which has 
been extended by another six months to 
close in September 2003 — will fall to 
under Rs 400 crore. That is more than 
Rs 100 crore lower than its 2001-02 sales. 
It had profits of Rs 52.2 crore on a 
turnover of Rs 516 crore in 2001-02. And, 
its share price on 10 July 2003 was only 
Rs 13.9 (it hit an all-time low of Rs 10.5 on 
28 May 2002) against a peak of Rs 599 in 


October 2000, while the BSE healthcare | 


index rose from 1223.78 to 1586.13 in the 
same period. So what went wrong? It is a 
telling story of wrong gambles, misman- 
agement, and general miscalculations at 
every turn. 

It wasn't always so bad at Morepen. It 


had pride of place among second-rung | 


Indian pharmaceutical companies. That 
was soon after 1994, when Morepen put 
together a non-infringing process to 
produce the anti-histamine drug Lo- 
ratadine at just $200 per kg. It knew it 
had a winner because the inventor 
Schering-Plough sold Loratadine at 
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Can Suri save Morepen? 


$26,000 per kg. This being the first non- 
infringing process for Loratadine, More- 
pen even got the 180-day exclusivity 


(through Novartis’ generic company | 


Geneva Pharmaceuticals, which would 


be its marketing partner in the US) tobe | 


the only generic supplier for six months 
in the US after the expiry of the patent. 
Buoyed by the achievement, More- 


pen projected revenues of Rs 500 crore | 


(assuming that Loratadine would sell for 
$8,000 per kg) during the exclusivity pe- 


riod. And based on that dream, over the | 


next few years, it raised over Rs 600 crore 
in debt, built manufacturing capacities 


and prepared itself for D-day — 19 De- | 


cember 2002, when Schering’s patent 
would expire. “We knew we had a cash 


cow in Loratadine. And we spent seven | 


years preparing for the day it would pay 
us,” says Sushil Suri, chairman and man- 
aging director, Morepen Laboratories. 
Today, there’s a question mark over the 
true value of his plants (valued at 
Rs 886.9 crore in the balance-sheet) be- 
cause his peers have set up larger capac- 


ities at lower cost. But more on that later. | 


Just six months after the patent's ex- 





piry, Morepen is going through its wors 


| crisis ever. But why? Simply put, it coun 


ted its chickens before they hatched. 
Against the projected Rs 500 crore o 
revenues from Loratadine during th 
180-day exclusivity period, it will ge 
only Rs 100 crore by the time the exclu 
sivity period ends on 21 July 2003. As. 
result, a company that was built aroun: 
the expected booty, came down like | 
pack of cards. This story isn’t just abou 
Suri's gross miscalculations at Moreper 
but is also a warning to a whole host c 
companies in India about the dangers o 
excessive reliance on a single product. 


Overdependence On Loratadine 


In retrospect, Morepen made a series c 
mistakes around the Loratadine gambl 
that cost it dearly. Originally, the pater 
was to expire on 19 July 2002, but Sche1 
ing managed to secure an extension ti 
December for paediatric use (Lorate 
dine represented 70% of Schering’s pro 
its and one-third of its revenues in 2001 

But Morepen had left no margin fc 
error in its projections. In fact, based o 
the date of expiry of Schering’s Lorat: 
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It was touted 
as a pharma 
giant in the 
making. But 
then things 
went terribly 
wrong... 


dine and expected revenues by then, 


Morepen had committed repayments | 


worth Rs 263 crore (50% of Morepen’s 
revenues of Rs 516.24 crore in 2001-02) 
by September 2002. These included pay- 
ments to banks, unsecured loans from 
investors and payments to creditors. 
Suri, a chartered accountant by training, 
and Morepen’s finance director before 
ne took charge after the demise of his 
brother K.B. Suri in 2000, believed he 


aad it all taken care of. He knew that | 


Jeneva would place bulk orders begin- 

aing April-May 2002, the proceeds of 

which could be used to pay off the debt. 
However, Morepen went into a spiral 


when Geneva didn't place the ordersin | 


lime as the patent had already been ex- 
‘ended. “We knew we had a problem at 
aand and that repayments on loans and 
mterest due were to the tune of Rs 263 
srore in 2002,” says Suri. But it was al- 
*eady too late by then. Morepen could 
éventually pay up only Rs 107 crore of 
that amount and defaulted in the rest. 





| 
| 
| 








Suri’s next hope was December 2002, 
when the patent would finally expire. He 
got a reprieve in August 2002 when Sch- 
ering lost a case that could extend the 
patent to 2004. Soon after, another blow 
struck Morepen. In November 2002, 
Schering got permission from the US 
Food and Drug Administration (USFDA) 
to place Loratadine in the over-the- 
counter (OTC) category. This meant that 
the drug would be available at any retail 
counter without a prescription. 

It was a tactical move. Schering’s Lo- 
ratadine brand Claritin was already es- 
tablished in the market. So it would not 
have to spend much on brand-building. 
It was a simple strategy to deter a generic 
manufacturer who would need to make 
huge investments in brand-building to 
fight Schering. When Schering’s OTC 
proposal got the USFDA nod, Geneva 
lost interest in launching the product. 

On 27 and 28 March 2003, Morepen 
went to the Luxembourg Stock Excha- 
nge for a global depository receipt 
(GDR) listing. Even this was miscalcu- 
lated. Suri had got the Morepen board to 
approve the GDR listing at least a year 
ago in March 2002. The share price was 
Rs 60 then. Suri hoped that at the time 
when the Loratadine orders started 
coming in late 2002, the price would rise 
to Rs 80. By the time Suri went for the 
listing in March 2003, the news of the 
product going OTC had sent share prices 





to Rs 15. While Morepen hoped to raise 
Rs 300 crore, it got just Rs 72 crore. 
There was worse in store. In March 
2003, the Bank of Nova Scotia, to which 
Morepen owed Rs 79 crore, approached 
the Debt Recovery Tribunal in Delhi and 
took a stay on any disbursals of the GDR 
money to Morepen. Suri says Nova Sco- 
tia shouldn't have done this since the 
working capital requirement it financed 
was secured against assets. Since then, 
Morepen has filed an appeal with the 
Delhi Debt Appellate Recovery Tribunal. 
No decision has been taken yet. 
Meanwhile, Rs 150 crore worth of 
fixed deposits that Morepen had raised 
in the 1990s from 80,000 investors mat- 
ured and investors 
started queuing up 
for their money, 
‘Suri claims to have 
returned Rs 40 
crore. On the basis 
of a complaint, the 
Company Law Bo- 
ard (CLB) summo- 
ned Morepen on 
the defaults in pay- 
ments to FD hol- 
ders. Suri says Mor- 
epen filed a repayment schedule with 
the CLB that projected deferred pay- 
ments spread over five, six and seven 
years. But the CLB rejected the proposal. 
Finally, however, CLB has provisionally 
approved of a four-year repayment plan 
the decision for which is due on 14 July, 
Finally, Suri has realised that reliance on 
just one product is disastrous, “Lorata- 
dine was only one product for Geneva, 
for Morepen it was life or death.” he says. 


Schering’s OTC Tactics 


In its projections of Loratadine rev- 
enues, Morepen ignored the possibility 
of Schering-Plough making it an OTC 
drug. While it appears to be a bolt from 
the blue (“How could a product go OTC 
from the day it went off patent?” asks 
Suri), it is important for Morepen to un- 
derstand that patentholders applying to 
the USFDA to convert their products to 
OTC is not a unique phenomenon. 

For instance, in November 1990, 
Shering became the first inventor to ask 
for its drug Gyne-Lotrimin to be made 
an OTC product. Since then, among oth- 
ers, Bayer’s Naproxen Sodium (1994), 
Johnson & Johnson and Merck's Famoti- 
dine (1995), SmithKline Beecham’s 
Nicotine Polacrilex (1996-97), Pharma- 
cia and Upjohn’s Minoxidil (1996-97) 
and Bristol-Myers Squibb’s Aspirin Ac- 
etaminophen (1998) have been made 
OTC products. And now, Astra-Zeneca 
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MOREPEN 
SUSHIL SURI 2003, our shares went for Rs 15. We 


‘How Can | Pay Them regen Nova Seta went the 
Back? With My Blood?” 


DRT (Debt Recovery Tribunal) and we 

were not able to get the money we 
raised through the GDR issue. Our ex- 
posure to Nova Scotia is Rs 79 crore for 
working capital, all my assets are be- 
ing held as a collateral by them. I have 
no working capital. I have plant and 
machinery, not plants which makes 

year, wehadnoworkingcap- | money. How can I pay them back? 

ital, banks were not opening 

our letters of credit. No (ex- | 

port) shipments went last 

year in July to November and 

it was only in the first week of 

December (2002) that the | 

shipments started going. We | 

had anticipated that during 


With my blood? 
the exclusivity period, we 
would earn Rs 500 crore. But | 
actually, when the exclusiv- 
ity expires on 19 July 2003, 
we would have earned only 
Rs 100 crore. 





E On the future of Morepen 

We have cut back plans of expansion... 
Weare not spending a large amount of 
money on brand-building. We will 
concentrate on being a bulk drug sup- 
plier for blockbuster products to 
generics companies in the regulated 
market. We are not looking for big 
profits now. We will expand slowly. 





E On repayments 
We want to assure everybody that we 
| will pay back the money that we owe 





DINESH KRISHNAN 


BW spoke with Sushil Suri, chairman 
and managing director, Morepen Lab- 
oratories. Here's what he had to say on 
the financial mess in his company. 


E On the GDR issue and Bank of Nova 
Scotia’s action against Morepen 


we had to have an alternate plan. And 


them... But ... to survive, we will have 


| to undergo complete debt restructur- 


ing. It will take us some time. Some of 
the banks are already participating in 





we decided there was only one option, | the corporate debt restructuring. W 
to raise money by go- 
ing to the market. We 
got permission in 2002 
to place 50 million 


shares through a GDR 


E On Morepen’s financials 
Morepen'’ financial problems go back 
4-5 years, when we started borrowing 
to grow our business. And we knew | 
that large repayments were due in 
September 2002. We were bankingon | issue when our share 
Loratadine’s money coming in by | price was Rs 60. We 
2002. Loratadine, our cash cow, letus | hoped that we would 
down when the time came to milkit. | be able to raise Rs 300 
Schering-Plough got patent extension | crore if the share price 
and then decided to take ClaritinOTC. | went up to Rs 80. But 
Our borrowing are also at a high | the market was bad 
rate of interest — almost 13%. We be- | and finally, this year 
gin paying interest much before the | when we went for the 
plant starts paying us the money. Last | GDR issue in March 


HOW THE SHARE PRICE PLUNGED 


| When we faced such a financial crisis, 
| 
| 




















ANDA for Loratadine with the USFDA 
on its own. Instead, it sought the help of 
Novartis’ generic company Geneva Pha- | 
rmaceuticals to get the USFDA approval 
for the new process for Loratadine. Since 
Geneva was the first to file for the generic 
approval, it got a 180-day market exclu- 
sivity from the date of expiry of the 
patent. Morepen tied up with Geneva to 
be the exclusive supplier at $8,000 per kg 
for the exclusivity period. This proved to 
be Morepen’s nemesis as it left the pro- 
duct's fate in the hands of Geneva. 
When Schering decided to take Lo- 
ratadine on the OTC route, Geneva lost 


interest in launching the product in the 
market. Its contention: Geneva is a gen- 
eric and not an OTC company. Besides 
an OTC product launch needed invest- 
ments of $14 million on putting the 
product on the shelf. Brand-building 
and promotions would cost more. 

But Suri and his team negotiatec 
with Geneva to challenge the USFDA de: 
cision to award a product OTC status af 
ter granting EMR to Geneva. It agreed t 
fight the case and even won it on 21 Jan 
uary 2003. On 23 January, Geneva's Lo 
ratadine was on the shelves in the US 
though as an OTC product. 


with the $5.5-billion anti-ulcerant 
Prilosec, and GlaxoSmithKline with its 
nasal spray Flonase, are also toying with 
the possibility of converting toan OTC | 
product. Hence, if Morepen had studied 
its competitors’ tactics, it should have 
anticipated this. And, ideally, it would 
have accounted for this in its projections 
and worked out alternative plans with- 
out relying entirely on Loratadine. 


Riding Piggyback Was Disastrous 


Since Morepen did not have an indige- 
nous ANDA (abbreviated new drug ap- | 
plication) strategy, it did not file the 
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64.58 
(long term); (long term); 
78.59 52.62 
(short term) (short term); 


165.4 


73.20 
51.06 


THE MESS IN THE BALANCE-SHEET _ 


435.9 cr 


Total: 117.20 





528.59 






























516.24 rea | 517.21 er 


183.39 
(long term); 


repaid 67.17 
(short term) 


Net: 116.22 






N.A. 








173.1 N.A. 





686.9 





52.27 





-10.8 


450.79 





602 


` 1999-00 < Cash from 


| operations: Rs 40.76 cr. 











9000-01 Cash profi ts: 


Rs 51 cr, Additional 


9001-02 Saddled with 


Rs 450 cr of borrowings as on | 


_ Morepen raised Rs 285.82 cr | borrowings: Rs 117.20 cr a March 2001. It appeats | | 
| (capital Rs 7.52 cr + premium | (long-term Rs 64.58 cr + Morepen used long-term loan | | 
i Rs 153.3 cr = Rs 160.82 cr. | short-term Rs 52.62 ci). These | (Rs 183.39 cr) and debentures | 
Borrowings: Rs 46.41 crlong- | were apparently used for of Assam Gold and Maya] 
| term-+ Rs 78:59 er short-term | addition to fixed assets at Tradelinks (Rs 65 cr) amount- |. 
| = Rs 125 ch). Rs 118.34 cr of Rs 165.4 cr. Starting with an - ing to Rs 248,39 er to finance ! 
cash went in acquiring fixed | opening cash of Rs 66.6 cr, the cash loss from operations | | 
| assets and Rs 149.24 cr in -Morepen ended with cash of | (Rs -10.8 cr) and fixed assets 
i investments. After seeing the | Rs 89 cr at year end (but had | (Rs 173 cr}, Some short-term | 
FYOI, i additional debts of Rs 117.2 | debt (Rs 67.17 cr) was repla- | | 
| qi). Invested in debentures of | ced by long-term debt, Rs 2 |1 
i ual | Assam Gold Foods and Maya | -cr was infused in Morepen 
which were subsequently sold | Tradelinks (total Rs 65 cr) and | Biotech. Cash of Rs 56.67 cr 
| off in the next year, Atthe end | debentures of GE Capital at left at the end (essentially 
"of the year, Morepen’s cash | Rs 51.5 cr, the net purchase | remains of opening balance 
| -balance stood at Rs 89 cr, The -of investments being Rs 116.9 | -of Rs 89 cr; if you look at the 
company made'additional | cr. This was basically a cash drain from operations, 
borrowings of Rs 125 cr. (Out | restructuring exercise as < assets purchased and debt. | 
of this, Rs 78.59 cr consisted mutual funds were sold oe restructuring as being financed | 
- of short term loans) and debentures bought — from long-term loans i in FYO2) | 





But the negotiations that went on in 
the background took a heavy toll on 
Morepen. Geneva beat down the pur- 
chase price from Morepen from $8,000 
per kg to $1,800 per kg (net) to account 
for the investments it would have to in- 
cur to launch Loratadine as an OTC drug 


or else it was not willing tolaunchitasan | 
OTC product, even within the 180-day | 


exclusivity period. This cost Morepen an 
estimated Rs 400 crore-600 crore. 

Even Suri now agrees that it probably 
wasn't the wisest of moves to ask Geneva 
to take the ANDA approval on Morepen’s 


: (Figures i in Rs crore; CWIP: ; capital work i in progress) 











behalf. He says: “In retrospect, we think 
that we would have made more money if 
we had entered the market ourselves. 


| Butwe did not have the expertise and we 


did not have a large range of products 
that we could negotiate. These have 
been the learnings from the market.” 
Finally, there is a debate over whe- 
ther Morepen made excessive payments 
for its manufacturing plants. It has 
plants. at Parwanoo, Masulkhana and 
Baddi in Himachal Pradesh. The Par- 
wanoo plant was set up in 1984-85 for 


formulations. The Masulkhana plantisa | 





USFDA-approved facility that’ make: 
Loratadine. Though it was set up ir 
1993-94, its capacity was expanded fron 
500 kg to 2 tonnes of bulk drugs in 199: 
in anticipation of Loratadine orders, The 
Baddi facility was set up in 1998 to pro 
duce other bulk drugs. Suri says More 
pen has spent Rs 886.9 crore in the thre 
plants. Incidentally, the Rs 3,128.61 
crore Ranbaxy’s cumulative investmen 
in its plants at Dewas (Madhya Pradesh) 
Mohali, Ropar and Toansa (Punjab) 
Poanta Sahib (Himachal Pradesh) anı 
Okhla as of December 2002 is Rs 726.9. 
crore. And the Rs 1,400-crore Cipla ha 
invested Rs 341.22 crore in its Bangalore 
Kurkumbh (Pune), Patalganga and Vikh 
roli (Maharashtra) plants. “Bulk dru 
USEDA-approved plants, which are th 
same (Moreper’s) size and of similar ca 
pacity can be set up for Rs 35 crore-4' 
crore,” says an MNC analyst. It's impor 
tant to note that Crisil and ICRA have no 
rated Morepen on any instruments de 
spite discussions at different times. 

These days, Suri spends his days ne 
gotiating with. the consortium of 3 
banks to not only keep the plants run 
ning on a daily basis, but also for finan 
cial restructuring to bring down the hig 
cost of debt. Recently, however, Punja 
National Bank refused to give it anothe 
Rs 15 crore towards working capital. ‘ 
have no money today, but Ineed timet 
tide over this crisis,” Says Suri. Some lik 
the Karur Vysa Bank, Laxmi Vilas Ban] 
Dhanalaxmi Bank and GE Capital ar 
discussing the possibility ofa new repay 
ment schedule and some are also ap 
proaching their boards with the new re 
payment plans. The other banks in th 
consortium have yet to take a decision. 

Suri is now banking on a few mor 
drugs developed by Morepen, none ¢ 
which have marketing exclusivity. Th 
means that Morepen will be just one 
the many pharma companies sellin 
these products in the US after the expii 
of the patent. These include: Novarti 
Fluvastatin sodium ($500 million, grow 
ing at 25%) the patent for which expire 
in 2002, Pfizer's Atorvastatin ($5 billion 
the patent for which expired in 2001, A 
traZeneca’s Zafirlukast ($152.2 millioi 
patent expires in 2013) and Mercks Mor 
telukast ($1.4 billion; growing at 249 
the patent for which expires in 2003. 

With its messy financials and wit 
only 13.96% (post GDR) of Moreper 
equity in his hand, how long Suri ca 
keep banks and financial institutions 
bay? If he has to hold on, Morepen mu 
make amends sooner than later. 





With reports from Ashish Aggarw 
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CASE STUDY 














This is a three-part case study. Part I looks at Eleck’s problems 
with recruits who feel underutilised. Part II will discuss the frus- 
trations of an over-trained batch of management trainees and 
Part III leads Eleck’s top management out of its ivory tower. 


IPPUN Khemka felt energetic and excited. Today 
was the day of the big meeting with the CEO, Pranoy 
Guha. Rarely did a management trainee (MT) get 
such an opportunity. Nippun lived in suburban 
Mumbai. Every morning, he took the 6.22 fast train 
to Churchgate, where he worked out at a fitness club 
for 45 minutes. At eight, he reached office, drank 
half litre of nimboo paani and set to work. Such a 
start to his day filled him with energy. 

But not today. For on his table was stuck a Post-it from 
Vishal Tari, executive assistant to the CEO. “Trust the CEO's gut 
feel. The plant has to come up in the East. Please make sure we 
discuss NPV and IRR results only. We meet Guha at 10.” The 
next 30 minutes were unbearable for Nippun. How he would 
have liked to vent his ire! Then he called Vishal and said: “Can 
you come in by nine? I must talk to you before we meet Guha.” 

During the first few months of his training, Nippun had 
thought of Vishal as someone closer to him in age and profile 
and capable of understanding him. But after 13 months and 
now this note, he doubted Vishal. Only two weeks ago, Nippun, 
Vishal and marketing and sales director Stanley Ribeiro had 
had a chat and they had concluded that setting up the plant in 
eastern India was suicidal. What had happened now? 

Nippun had been hired at campus from a good manage- 
ment school in Pune by Rexxon Placement Consultants. De- 
spite not being from one of the prestigious IIMs, he had run up 
a stellar score during his interviews and group discussions. Of 
the seven MTs who had been hired, three had been posted in 
the factory in Nagpur, two in finance and two in marketing. 

Eleck India was a consumer electronics company, with 
mostly home appliances and a growing business in colour TVs. 
Its key markets were Delhi, Haryana, Punjab, Gujarat, Maha- 
rashtra, Karnataka, Andhra Pradesh and Tamil Nadu. The com- 
pany’s plant in Nagpur was strategically located. Eleck had an 





ANTHONY LAWRENCE 
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enviable distribution and after-sales network in these states, 
Eleck had experienced very good growth in the last 3-4 years, 
but now there was pressure on its resources. For one, the com- 
petition from Korean players was growing. Then again, its dis- 
tribution chain was strained as Eleck had a single production 
facility and, consequently, its production schedules were tight. 

So Eleck started thinking of setting up new manufacturing 
facilities. Guha was keen to set it up in Bengal in eastern India 
so that Eleck could cater to the hinterland — Jharkhand, As- 
sarm, Orissa and Bengal. Guha felt these markets needed both 
the growth and development and the employment opportuni- 
ties that a new plant would generate. It was decided that the 
four MTs would work on the project appraisal as two teams — 
sales and finance — and then present a composite report. 

The sales/marketing team presented an analysis that 
clearly pointed to accelerated growth in markets in the North, 
South and West and concluded a plant in the East could be sub- 
optimal. Presenting a snapshot view of their analysis to Ribeiro, 
Anil Nair as lead member of the sales team, said: “If the Korean 
onslaught is the issue, then let's face it. They are in Eleck’s key 
markets — Maharashtra, Gujarat, Punjab and Haryana. These 
are the more affluent markets with higher purchasing power. 
Besides, only last year, we shifted our focus to premium prod- 
ucts. So it is clear that the East, which does not have the pur- 
chasing power, cannot bring volumes, Without volumes pay- 


back breakeven will be delayed. So the new manufacturing | 


point must cater to faster growing existing markets. If we also 
want to develop new markets in the East, it can be done by an 
aggressive marketing and sales effort for starters. Right now, we 
cannot afford to invest in a plant in the East.” 


CFO, who would then direct his team. But CFO Rishabh 
Mehta, in turn, gave it to Nippun saying: “Read it and give 
me a summary.” So Nippun spent a weekend studying the 100- 
page report that examined both primary and secondary data 
on the region. The sales team had talked to retailers, examined 
market and consumer perceptions of the product category, in 


B: procedure, Anil had to first get his report ratified by the 


general, and Eleck’s in particular, analysed competitive data _ 


and also the state regulations on excise, taxation, etc. Overall, it 
appeared that the operations in the East would have their own 
peculiar problems with labour and administration issues. 

Not too confident with these findings, Mehta and Ribeiro 
had decided to put the MTs on a comparative study and analy- 
sis. As it happened, Eleck had a plot of land in the North, on the 
outskirts of Delhi, and this was another option they had been 
toying with until Guha had thrown in his Bengal dream. So the 
four were told: “Examine North versus East and we will present 
Guha with both options.” For Mehta, this was a bit unsettling, 
as until this year, he had rarely involved his MTs in such tasks. 
But since they were now hiring top class MTs at stunning 
salaries, Guha felt they had to be given challenging tasks. 

Fired by the challenge and the responsibility, the four 
planned their approach. The financial team of Nippun and 
Varun Bari would be led by Nippun, and the sales team of Anil 
Nair and Sandeep Wagle would have Anil as the leader. Finance 
would assess the capital expenditure under both options, 
based on which they would prepare a spreadsheet model of the 
capital investment in the plant. The sales and marketing team 
would assess the segment-wise market size and growth pros- 


pects, the untapped demand in the market that the company | 


should target by way of advertising and promotional initiatives, 
and the related cost estimates. Then both sets of data would be 
merged to arrive at the profitability and funds analyses. 

In consultation with Mehta, for his evaluation Nippun de- 





| even 
' whether seasonal vari- 








i 
i 
| 
| 
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| would be a function of how 


veloped a base case that assumed a given number of working 
days in a year, cost of production and working capital. He re- 
alised that labour being cheap in the East, made the profits and 
cash-flows look impressive. But when he examined the North, 
it struck him that the cost of supply of materials to the East 
would be expensive compared with the North, given its better 
infrastructure. Likewise, quality of power in the North was bet- 
ter than in the East, and that could impact profitability. But the 
savings in labour costs in the East made up for these two costs. 

Nippun studied Eleck’s traditional approach to investment 
evaluation. Typically, Eleck evaluated investment proposals 
using NPV and IRR. Falling in line, Nippun calculated the NPVs 
and IRRs for both options over a five-year time frame, using the 
base static case. The NPV and IRR for the East worked out to Rs 


_ 300 crore and 15% and for the North Rs 305 crore and 14.5%. 


Eleck’s cost of capital was 10.5%. The traditional ap- 
proach stated that IRR should exceed the cost of 
capital and the NPV must be at least 30% of 
the cost of the project. Nippun examined 
the model for these and found that 
both sets of figures satisfied the cri- 
teria. This meant Eleck could set 
up the plant in the East or the 
North, it made no difference 
from the financial viewpoint. 
But something was not 
making sense. He won- 
dered why Eleck used NPV 
and IRR for a dynamic sit- 
uation like this. The 
2000s were, by no means, 
static. Every month 
brought about huge 
changes to the behav- 
iour of sales. In India, 
economic behaviour 
depended on 























ables behaved appropri- 
ately. Naturally, sales, too, 


the economy behaved. Then 
again, since they were evaluat- 
ing the urban markets more, given 
that’s where they operated, pur- 
chasing power and incomes could not 
be assumed to be static or even varying 
by small points. In such a scenario, static fig- 
ures would yield very little information for in- 
formed decision-making; rather the behaviour of the 
NPV and IRR would yield more information, only through a 
simulated probabilistic analysis, he mused. 

That was when Mehta walked in and peered over his shoul- 
ders. “That's very good!” he said, seeing that the ranking was in- 
different across both options. But Nippun said: “This is not 
good enough, this really looks at very static data and I want to 
fine-tune this further.” Mehta felt uneasy. Was it sensible to 
leave such serious work to MTs, he wondered. Hesitantly, he 
left saying: “Make sure we are ready by Monday.” 

Varun and Nippun looked at each other. This was a complex 
situation. Quantitative data contradicted their qualitative 
knowledge of the East. While the North was certainly a better 
market with better infrastructure and demand, the East was a 


| fringe market, yet financial analysis gave them both almost 
equal ranks. “This is not good enough,” said Varun. Nippun 
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agreed. And so did Anil from the marketing team. “There are so 


many qualitative issues that need to be factored in,” he said. “If | 
you go by this analysis, East looks like a good choice, whereas | 


our analyses have shown that is a sub-optimal choice.” 

Nippun looked at the figures. “The East shows impressive 
figures due to low labour and power costs,” he said, “but these 
are static figures which don’t account for variations in labour 
productivity due to unrest, cost of unpredictable power out- 
ages and marketing. Let's superimpose simulation techniques 
on these, which would give a mean and standard deviation of 
both techniques and thus assess the risk.” 

Sandeep had an idea. “Let’s contact Abhay Bhardwaj who 


has joined this equity research house and ask him what else we | 


can do.” Abhay, who was considered the best in finance in their 
batch, suggested that he could better their analysis and sub- 
stantiate on his gut feel that the West was a better in- 


analysis using Crystal Ball, an investment 
analysis package. Nippun and Varun 
looked thoughtful. No, they wouldn't 


it would be incorrect. So they 
row the software for a day. Ab- 


you to copy it.” So they de- 
cided to borrow it for a day, 


worked! “It's worth the 
effort,” said Varun and 
offered to fetch it. 


and they set to work. 
They added data (mini- 
mum, maximum, stand- 
ard deviations) to account 
for variations in input vari- 


power outages on productiv- 
ity and cost of supply to retail- 
ers based on infrastructural 
bottlenecks. They factored in the 
improvements that the state gov- 
ernment was promising. This would 
be the starting point for the analysis. 
Meanwhile, some of the seniors (from 
the MT batch of the last 2-3 years) in Eleck’s fi- 
nance department got wind of this. “If you don't 
mind, can we sit around and watch Crystal Ball in action?” 
they asked. So, that night, as Varun and Nippun worked, eight 
others sat and watched Crystal Ball churn out its magic. 

“We must get this package here,” said a few of them. Varun 
grinned: “Not a bad idea, but you know the bosses better, why 
don't you do us this favour? After all, we all are seeing how much 
fine-tuning it allows!” By two in the morning, the figures began 
to look more credible. Nippun liked this. Working on static data 
in today’s times did not make sense. At college, they had done 
case evaluations of companies where they studied the evalua- 
tions done for a project by a company in the 1980s and when 
these were re-evaluated with their new tools, the results were 
dramatically different! He would explain this to Mehta, he 
thought. And he would understand, even appreciate this. 
Meanwhile, Sandeep and Anil worked on a possible product 


vestment by using sensitivity and probabilistic | 


share Eleck’s information with him; | 
asked Abhay if they could bor- | 


hay said: “Yaar, I don’t want | 


use and return it. But that | 
meant going all the way | 
to Bandra where Abhay | 


The software arrived | 


ables like labour cost and | 
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mix that could be produced and sold in the East as well as in the 
North/West. Based on their assessment of the market, which 
they had gleaned during their initial market study of product 
perception and buying ability, they found that the product mix 
in the East would have lower margins than in the West. 

Incorporating all this into his new financial model, Nippun 
used both probability distribution and simulation to capture 
the erratic behaviour of markets, prices and incomes and, to 
some extent, buying behaviour over time. Working through the 
night, they ran 500 simulations and the data was tabulated to 
obtain the mean and the standard deviation of the NPV and 
IRR. Then they did a Z-test to evaluate the probability of not at- 
taining the company’s benchmark criteria, viz., ‘IRR should ex- 
ceed the 10.5% cost of capital and NPV must be at least 30% of 
the cost of the project.’ 

The results were startling. Their gut feel had been right after 
all! If the investment was made in the East, there would bea 
27.6% chance that the IRR may turn out to be less than 10:5% 
and 17.8% chance that the NPV will be lower than 30% of the 
cost of the project. On the other hand, the investment in the 
North was far less risky, the corresponding probabilities were 
5.6% and 4.9%, both of which were significantly lower. 

Convinced that they had done a goad job, they enthusiasti- 
cally decided to tell Mehta and Ribeiro about this. But other 
wheels were moving as well. On Wednesday morning, Guha, 
who was anxious to know the status on the project report, 
called Mehta and Ribeiro. When Mehta said the boys were 
working on it, Guha said: “Isn't it taking too long? In any case, 
we have to keep them busy too. But ultimately, you will take the 
decision. So what are the findings so far?” 

And both replied together. Mehta said: “Bengal and Delhi 
are showing identical results on NPV and IRR, so really no dif- 
ference.” Ribeiro said: “Bengal does not promise sales growth 
as the eastern markets are not great buyers. Our markets are 
more in the North, and that is a huge growth point.” And Guha 
said: “I told you right at the start that the East is a fabulous bet; 
You guys waste so much time in number crunching, but I can 
see it all in my head! So call the boys for a meeting Friday 10 
a.m.” Then to Mehta he said: “Great job!” 


accosted by bleary-eyed Varun and Nippun. When they 

said they had absolutely new results, Mehta called in 
Ribeiro too. Running them through the numbers quickly, Nip- 
pun said: “We have done extensive tests to validate the proba- 
bility of not achieving Eleck’s benchmark criteria, ie. IRR 
should be greater than 10.5% and NPV at least 30% of the pre- 
ject cost. Stunningly, we have found that if we opt for the East, 
there is a 28% chance that IRR will be less than our cost of capi- 
tal; whereas for North, the probability of not achieving is less 
than 3%. So East is out!” 

Mehta was disturbed. He drummed on the table for a while 
before he said: “Very good. But tell me, in the real world, are 
such convoluted statistical tools used? Then, the assumptions 
on which you have based your calculations could be wrong 
themselves, Let’s stay with known methods. We are meeting 
Guha tomorrow. I suggest you start working on the presenta- 
tion; present only NPV and IRR under both options where we 
found they were nearly the same. The rest is academic!” 

Ribeiro saw Nippun’'s expression, patted him and said: “I 
don't want you to think that we do not appreciate your work. It 
looks impressive and | am really proud of you. | suggest we 
show Guha all this...” But he was cut short by Mehta, who said: 
“Stanley, let's be realistic. We have never used such complex 
tools before. Besides these simple methods have always 


0 N Thursday morning, when Mehta reached work, he was 
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worked for us. Why do we want to invent new means?” Stanley 
nodded: “You are right, Rishabh, but these boys have found 
something new and I think we must give it a look. They really 
are very proactive. Let's not forget we left college 25 years ago!” 
Mehta took that amiss and said: “I handle finances for this 
company and I don't make my assessment based on assump- 
tions. Besides didn't we tell Guha yesterday that East is best?” 

“Yes we did. But in hindsight, I think we should have 
warned him,” said Ribeiro. “In any case, we will now tell him, 
the teams have come up with new findings. Guha will under- 
stand and appreciate that. After all, these men will lead Eleck 
after us, yes Nippun?” he said, thumping him on the back. 

Nippun felt like a deflated balloon. Already he suspected 
Ribeiro wasn't going to stand a chance in defending him. His 
head was already swimming after working through the night. 
His only hope now was Vishal, the EA to Guha. He would un- 
derstand, he was bright, insisted Varun. But Vishal did not un- 
derstand it seemed, and Nippun felt annoyed as he read 
Vishal’s note again. As unholy curses left his mouth, in walked 
Vishal and Varun. “You surprise me, Vishal,” said Nippun. 
“Didn't you read the sales team’s analysis? Didn't you get my six 
emails on the numbers? Or they didn’t make sense to you?” 

Vishal sat down carefully picking up the tail of his coat. 
Then in a tone that seemed unnecessarily sombre to Nippun, 
he said: “Nippun, one thing I learnt at ITM was to flow with the 
tide first and make surprise moves only when the time is right.” 
Nippun’s jaw dropped. “Vishal, I am not even going to guess 
what you mean. I play no games. For three months now, we 
have been working on this and I am interested in providing as 
fine-tuned a result as possible. If a comparative study is not 
what we want, then we should be clear and say: ‘Good or bad, 
the plant has to be in the East.’ I can understand that! But let's 
not waste time chasing what we don’t want!” 


milk teeth today. But you will be fine. Just go in there and 

present East.” It was Varun’s turn to be annoyed. “Have you 
seen what kind of work we have done? Why did we do it all 
then?” Placing an arm around his shoulder, Vishal said: “Why 
didn’t you ask me? What else am I here for? If you had, I would 
have told you to do the basic calculation and leave it at that!” 

“Stop it, Vishal!” said Varun. “Basic IRR can be worked by 
any B.Com. student. You don't need MBAs for that! As for asking 
you, we would have if we hadn't known what to do. And this is 
not rocket science; we have been brought up on this kind of 
stuff for two years and we know what to do!” 

Angry words were exchanged for a few minutes. Then Nip- 
pun stood up, closed his folders and said: “This is not my style, 
Vishal, take it or leave it. Here are the papers, you are free to use 
them as you want. You can go there and say what your audience 
wants to hear.” Vishal tried to stop him, but Nippun said: “Look 
Iam too tired to continue being polite. I am going home.” Then 
at the door, he said: “A parting shot, Vishal; the college I come 
from is not dandy, but our profs told us on Day One: ‘Don't wait 
to be taught, open every door and learn on your own. Life is the 
best teacher. So, you ‘flow’ and wait for ‘the opportune mo- 
ment’ to happen. I will go where there is an opportunity. 
Promise you, I'll get there faster!” 


y ISHAL nodded. “I know how you feel. You are cutting your 
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Management Development Institute, 
Gurgaon, for over 12 years. Currently, he 
is a principal consultant with Satyam 
Computer Services, where he looks after 
initiatives in implementing learning 
technologies. He is also involved in de- 
signing learning interventions to build 
leadership skills. 


uncommon among young profes- 

sionals. His firm belief in method- 
ological rigour does him and his alma 
mater proud. Formalism in decision- 
making, the sheer persistence to go after 
the truth until you reach it, and the right- 
eousness that comes as a result of strong 
beliefs and conviction are all the charac- 
teristics of an outstanding, young pro- 
fessional. To dispassionately compre- 
hend the situation that Nippun finds 
himself in, one has to look at three 
things: the nature of the decision, the or- 
ganisational context under which it is 
being made and the expectations of the 
various parties involved. 

Would Jamshetji Nusserwanji Tata 
have set up a steel plant in distant Bihar 
in 1908, if he had relied purely on finan- 
cial models? The answer would most 
probably be no. The decision would be 
subject to a host of externalities — man- 
power, utilities, logistics and, probably, 
political uncertainties. Also, such pro- 


N IPPUN’S emotional outburst is not 





jects would have long lead times, where | 


the dynamics of the external world 
would challenge almost every axiom 
based on which financial models have 
been developed. In strategic decisions of 
this nature, experience-based judg- 
ments and business acumen play a big 
role in the final decision. Capital budget- 
ing models — notwithstanding their vin- 
tage or comprehensiveness — are tools 
to evaluate judgments, not restrict them. 

Business managers take calculated 
risks, usually with plans to mitigate 


them. These risks are based on their | 


understanding, experience, and wisdom 
— which are essential qualities for lead- 
ership. It is, therefore, common to hear 
of aleader’s visionary foresight or persis- 
tence that resulted in a successful deci- 
sion. Guha, who has risen to the post ofa 
CEO, must have done so by exhibiting 


this competency. While there is not | 


much evidence in the case, one should 
not rule out the possibility that his pref- 
erence for the East is based on a strategic 
approach that is at a formative stage 
based on tacit insights or beliefs. Note 
that Guha wanted the option of the East 





inherent part of professionalism. Any 
new idea will be resisted. Mehta's and 
Ribero’s resistance should be expected. 
Both Mehta and Ribero have been fairly 
supportive, as the case seems to suggest, 
until Mehta voted on East based on Nip- 
pun’s own NPV/IRR analysis. 

The threat from the new and the un- 
known is very real to the people it affects 
and change agents must develop plans 
for overcoming it. As a first step, Nippun 
needs to understand the positions likely 
to be taken by the decision-makers in or- 
der to plan his influencing strategy. As 
the decision-making process 
progresses, he will have to contend with 
individuals who may have rigid prefer- 
ences and prejudices. There is a strong 
need to educate these individuals about 
the approach or methodology used — in 
a non-threatening manner. Does Nip- 
pun know who would support his choice 
among the people involved in the deci- 
sion-making? Has he used their inputs 
and advice to refine his presentation? He 
may also be well advised to present his 
results impartially and to consider the 
alternatives. For example, his Crystal 


By preventing Nippun from making a presentation, Mehta 
indicates the organisation does not support new ideas. This 
closed-minded attitude could have an adverse effect on the 
flow of talent to the organisation 


evaluated, not East versus North. 
Decision-making models and the 
people using them are limited by bou- 
nded rationality, where optimality is a 
function of the information set available 
to them. (For example, a plant in Mum- 
bai may be better than one in the North 
or East. So why was that option not eval- 
uated?). So, it would not be advisable for 
anyone to rely entirely on the results of 
these models, especially in strategic de- 
cisions. In fact, such decisions usually go 
through several iterations, spanning the 
depth and breadth of the organisation 
before everyone is convinced of the cor- 
rectness of data and the methodology. 
This brings us to Nippun’s situation. 
Fresh from college, armed with a bagful 
of tricks, Nippun has demonstrated his 
technical prowess well. However, quite 
unrealistically, he also seems to expect 


his peers and superiors to fall inline with | 


his thinking because he has displayed 
his technical muscles! Today, as is evi- 
dent clearly, translating technical solu- 
tions to value propositions for cus- 
tomers (Mehta, Ribero, Guha et al) is an 





Ball could have produced What-if analy- 
ses and presented the set of conditions 
under which East would have been a 
good choice. These organisational “sur- 
vival skills” are learnt through experi- 
ence; and are key qualities that profes- 
sionals must acquire in addition to 
technical competency. Vishal’s advice to 
Nippun — to flow with the current — is 
probably his way of introducing Nippun 
to these survival skills. Nippun must use 
this current situation to learn about 
these skills rather than get frustrated. 
Managements must realise that 
young professionals come armed with 
state-of-the-art technology. Attempts 
should be made to educate senior man- 
agement about the need for adopting 
these techniques. Mehta's unwillingness 
to allow Nippun to present his study 
clearly indicates the management's lack 
of preparedness in this direction. Also, 
by preventing Nippun from making a 
presentation, Mehta indicates the or- 
ganisation does not support new ideas. 
This could have an adverse effect on the 
flow of talent to the organisation. w 
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ANALYSIS II: 





Prem Kamath is head of Management 
Resources at Hindustan Lever, where he 
has been working for 31 years. 


OST managers, even in the best of 
companies, grapple with this Ham- 


let-like dilemma: “To speak up or | 


not to speak up, that is the question”. It is 
not just a case of old versus new, but also 
a case of influencing mindsets even in 
the best of companies today. Companies 
are increasingly taking to the idea of hir- 
ing MBAs because of what they are 
equipped to deliver. Such companies 
race to hire top-notch MBAs from the 
best management institutes without re- 
ally being ready to provide a climate that 
the ‘Generation Next’ thrives in — Eleck 
is a typical example. 

Guha could well have been the 
proverbial ‘lalaji’ and Mehta his loyal 
‘munimj?’; only Ribeiro, exposed to the 
rough and tumble of the marketplaces 
appears ready for the new order. That’s 
where Vishal, only a few years into Eleck, 
disappoints by choosing to be a survivor 
in the corporate jungle and simply ‘los- 
ing his voice’. He could have leveraged 
his proximity to Guha to become a 
much-needed change agent; instead, he 
demonstrates how easy it is for even the 
best-equipped (IIM) MBA to give up the 
precious character attributes of truth 
and courage. 

It is obviously not a ‘generation gap’ 
issue. It has more to do with a person’s 





value system, i.e., how much one is will- 
ing to stand up for what one believes in. 
Today, even the so-called ‘/alaji compa- 
nies’ are hiring MBAs and the more 
enlightened among them are changing 
themselves to nurture and leverage the 
younger generation's skills, while trying 
to make their traditional, more senior 
managers appreciate the most sophisti- 


such an organisational transformation 


requires a marriage of the experience | 
that older managers bring to the table | 


with the versatility and rigour in analysis 
that MBAs can provide. In fact, Guha and 





Mehta should actually be disappointed | 


if the management trainees (MTs) only 
follow Eleck’s age-old methods, “which 
even a B.Com. student can do”. The cor- 
rectness of Nippun and Varun’s sensitiv- 
ity analysis cannot be faulted and the so- 
lution is all too obvious, but who will bell 


the cat? Thatis the nub ofthe problemin | 
| namic new world environment. Eleck’s 


this case. 

The facts are clear — Eleck operates 
in a dynamic environment — as far as 
the demand potential is concerned. The 
threat of competition and other busi- 


analysis does not yield a unique result, 
one must not rest till a clear decision 
emerges, especially when dynamic 
qualitative factors that can change the 
scenario exist. If Eleck has chosen to hire 
MBAs, then it has to educate its middle 
and senior management not just about 
sophisticated analytical tools, but also 


| aboutleadership and give them sensitiv- 
cated analytical tools. The success of 


ity training to make these experienced 
‘survivors’ open-minded and capable of 
dealing with dissent. 

Guha, Mehta and Ribeiro, ably as- 
sisted by Vishal, must create that culture 
of openness at Eleck. It will not be easy as 
egos are at stake of people most of whom 
had chosen to keep quiet rather than 
challenge established company prac- 
tices, go with the flow rather than argue a 
point of view different from that of their 
superiors. There needs to be a driving 
force in the organisation to create alter- 
natives, especially in the context of a dy- 


new organisational culture must create 
the conditions for free and frank dia- 
logue and communication that is free 
from reprimand. 





ness variables point to the North being 
the better option for the new plant. The 


sensitivity analysis has been through 500 | 


simulations with assumptions vetted by 
Mehta and Ribeiro themselves and the 
results from ‘Crystal Ball’ converge to 
one clear conclusion: “do not choose the 
East”. Yet, Vishal and Mehta advise the 
MTs to “go with the flow”. 

So what is the real problem at Eleck 
— is it politics, deference to seniority 
and authority, non-professionalism or 
obsolescence? Or is it simply an inability 
to change fast enough? 

Mehta, and to a lesser extent, Ribeiro, 
have grown at Eleck probably by telling 
their bosses what they wanted to hear. 
Even Vishal, working day in and day out 
with Guha, possibly sees the merit of 
such a style rather than that of ‘rocking 
the boat’ and, in this particular decision, 
looks for the analytical tool that will sup- 
port his CEO’s decision. Thus, if the tra- 
ditional NPV/IRR analysis is indifferent 
between the East and the North, he sees 
no reason to dig deeper. 

Indeed, in business today, if an 





The only nagging doubt I have is 
whether the MTs had carried out enough 
ofa pre-emptive briefing vis-a-vis Mehta 
and Ribeiro to familiarise themselves 
with the scope and capability of Crystal 
Ball. Additionally, they should have 
leveraged Vishal’s position more effec- 
tively to pre-sell the analysis to Guha; 
but did they have the time? It is the clas- 
sic time-trap we all face. The MTs had a 
few weeks to complete the analysis but 
decided to use Crystal Ball almost at the 
last minute. Then, idealism took over 
following a night of all work and no sleep 
— in that state you are ready to snap at 
anybody who doesn't see things the way 
you do and it’s not the best of mental 
frameworks to logically present a totally 
new approach and see it through. 

Perhaps Nippun and Anil should 
have together persuaded Mehta and 
Ribeiro that due to the last minute avail- 
ability of a most relevant sophisticated 
decision tool they needed just a few days 
more to prepare their presentation; they 
could have then used the intervening 
period to win them over. a 
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| 1. Which company is behind a new cancer therapy called Glivec? 
| (a) Novartis (b) Pfizer (c) Merck (d) Roche 


Who is the deputy chairman of the Planning Commission? 
(a) Madhu Dandavate (b) K.C. Pant (c) Manmohan Singh (d) Romesh Bhandari 


Which company did Steve Demos found? 
(a) Dabon International (b) SAS Institute (c) White Wave (d) EMC Corporation 


Which famous Indian business personality would you associate with the hotel chain, Tullo Star? 
(a) Russi Mody (b) Ajit Kerkar (c) Rajan Nanda (d) PR.S. Oberoi 


Which celebrity hosted MTV’s House of Style show for six years? 


(a) Cindy Crawford (b) Julia Roberts (c) Christy Turlington (d) Sharon Stone 


Who is the GEO of Reliance Entertainment? 
(a) N.D. Khurody (b) R.K. Krishna Kumar (c) Amit Khanna (d) Pradeep Goyal 


Which of the following is not a Heinz brand? 
(a) Complan (b) Farex (c) Nycil (d) Maltova 


Which brand has launched a line of unisex perfume deodorants called Boom, Tone, Sway and Flutter? 
(a) Lee Cooper (b) MTV Plugged (c) Lakme (d) Bvlgari 


Who is the managing director of international oll exploration company ONGC Videsh? 
(a) Subir Raha (b) S.N. Jha (c) N.K. Nayyar (d) Atul Chandra 
| 10.“Which is the latest state to privatise its power distribution? 
| {a) Orissa (b) Maharashtra (c) Delhi (d) Andhra Pradesh 


The first contestant to give all the cor 
mit your answers online at 
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Answers to AMITY BIZQUIZ # 92 


. Which of the following cars is owned by Ford Motor Company? Aston Martin 

. Which brand uses the tag line ‘Time-proof Beauty’? Asian Paints 

. Which of the following brands is not from Pfizer? Gaicium-Sandoz 

. Metallunction.com is an online Joint venture between Tata Steel and which other other steel major? SAIL 

. Which company does not have a woman as CEO? Mattel 

. Which air-conditioner brand uses the tag line ‘Complete Silence’? Daikin 

. The penguin mascot of Linux is called: TUX 

. Which celebrity hosted a show called AM Chicago before becoming an icon for millions? Oprah Winfrey 

9°. In 1992, this legendary trader made $1 billion in a single day by betting on the devaluation of the UK pound and the Italian lira. 
George Sores 

10° Who is the chairman of the board of Britannia Industries? Nusii Wadia 


Winners of AMITY BIZQUIZ # 91 


1, Arunkumar, Pune 2, Phani Kumar M. Secunderabad 3. Deepak Agrawal, Ajmer 4. Mukesh, Delhi 5. Ravi, Mumbai 6, Pavan N. Rao, Chennai 
7. Ravi Shanker, Secunderabad 8. Akshay Sharma, Gurgaon 3. Soma Baral, Chandannagore 10. Prashanth, Hyderabad 
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With Hungama, 
Reliance liquidates 
its handset stocks — 
at a higher price 













ANUP JAYARAM & T. SURENDAR 


T was boom to bust. Ever since it 

launched the IndiaMobile services 

on Dhirubhai Ambani's birthday on 

28 December 2002, Reliance Info- 

comm has seen the number of new 
subscribers fall from the 100,000 a day in 
early 2003 to a trickle as services did not 
match expectations. SMS messages 
from its network failed to reach the des- 
tination more often than not and calls to 
GSM cellular service phones were 
blocked by many operators. The India- 
Mobile fever was clearly fading. 

That definitely did not benefit the 
group's stature. And Reliance had to do 
something quickly. After all, for the first 








THE MONSOON 
HANGAMA GAMEPLAN 


@ Expects to hit 3 million subscribers 
by July-end 

@ More expensive than the Pioneer 
offer scheme 


@ Reaction to Tatas’ Rs 999 offer 


@ Attempt to liquidate 2.5 million 
handsets inventory 


@ Jn future, no handsets to be bundled 
with connections 


time, Reliance watchers were talking of 
an Ambani project faltering. 

So Reliance did something unprece- 
dented in the history of Indian telecom. 
It offered CDMA-based mobile phones 
for Rs 501 in its Monsoon Hungama of- 
fer. Result: 500,000 subscribers in 200 
cities in just five days. Delhi alone con- 
tributed 200,000 connections. Going by 
the sheer number of people opting for 
the service in major cities, Reliance ex- 
pects to have over 3 million subscribers 
by the end of July — putting it in con- 
tention for the No. slot in India’s mobile 
market led by Bharti (3.5 million sub- 
scribers) and BSNL (3.2 million). 

The question that arises here is: why 
did Reliance launch a scheme at rock- 





Flooding the Delhi 
office: Overall, the 
scheme got 500,000 
users in five days 


bottom prices so 
early on in its life, 
when it is yet to gen- 
erate even an iota of 
returns on its huge 
investments of 
Rs 25,000 crore? Re- 
liance probably 
sought to capitalise 
on a market hungry 
for mobile phones, 
but restricted by the 
high entry costs. But 
there are at least three other reasons why. 
it made such an offer. One, in reaction to 
competition; two, to get rid of its phone 
inventories and three — and this is 
where the Ambanis’ ingenuity comes in 
— making more money through a seem- 
ingly cheaper offer. 

Take the first reason. Many believe 
the new offer was a reaction to a Tata 
Indicom offer in mid-June (See “Tata 
Indicom: The WLL Action Heats Up’). 
Until the Tatas offered handsets ina WLL 
connection for just Rs 999 last month, 
Reliance had only one scheme: an up- 
front payment of Rs 3,000 and monthly 
instalments of Rs 600 for 36 months. 

The second reason for Reliance’s ag- 
gressive posturing was an attemptat liq- 
uidating the huge inventory of CDMA 
phones it had built up. The company 
had bought over 2.5 million phones at a 
cost of $80-90 a phone. This amounted 
to Rs 1,000 crore of inventory, or 15% of 
its project cost. Reliance had two op- 
tions: continue taking subscriptions at 
the old rate of Rs 600 per month and bear 
the cost of carrying inventory, or liqui- 
date the handsets with a bumper 
scheme like the Rs 501 scheme. There 
was a glitch in choosing the latter 
though. Reliance would have to take on 
the risk of bearing additional costs in 
case subscribers opted out of the 
scheme after the initial Rs 501 payment 
was made. Finally, Reliance figured that 
the cost of carrying the Rs 1,000 crore in- 
ventory cost was higher than the pro- 
jected cost of defaults. 

The third reason can be called noth- 
ing but Reliance’s sheer financial inge- 
nuity. Though the offer appears to be far 
cheaper than Reliance’s previous WLL 
one (prompting speculation that it may 
result in huge losses for Reliance), it is 
actually very well disguised. In fact, the 
consumer will end up paying more for 
handsets in the new scheme. Look at the 
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details. In the new scheme, a consumer 
pays Rs 501 upfront for the handset. 
Plus, he has to pay a minimum of Rs 449 
a month for the next three years. 

Ofthe Rs 449, he pays Rs 200 a month 
for the handset. So, over 36 months, he 
pays Rs 7,200 (Rs 200 per month x 36 
months). Add to that the initial Rs 501, 
and the total handset cost works out to 
Rs 7,701. Incidentally, nowhere does the 
initial Reliance Infocomm advertise- 
ment specify that you have to pay for the 
phone in instalments. 

Now, in the initial Pioneer Offer 
scheme, Reliance customers paid an ini- 
tial Rs 3,000 for the handset, and Rs 400 
per month as rent, Rs 100 for club mem- 
bership charges and Rs 100 if they took 
up financing to buy the phone. These 
deals were shown as leases in its books, 
allowing Reliance to claim depreciation 
over three years. In other words, sub- 
scribers paid Rs 6,600 for the handset 
(the initial Rs 3,000 plus Rs 100 a month 
x 36 months) under the Pioneer scheme. 

So, effectively, with: Monsoon 
Hungama, Reliance is selling handsets at 
a higher price through a lower-priced 
initial offer. Critical to this scheme, how- 
ever, is the fact that it has to take into ac- 
count the risk of subscribers opting out 
after the Rs 501 upfront payment. To do 
that, it has assumed an attrition rate of 
20% while calculating the bad debts that 
could arise out of the new scheme. In 
other words, it has assumed that 20% of 
its subscribers may not.continue after 
the initial payment. 

But Reliance hopes to overcome that 
by the sheer number of minutes gener- 
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help the CDMA market grow.” 


That may be true. But the real issue is the increasing level of competition in 
circles where both are present. Reliance officials dismiss the Tata plans saying 
Reliance is present in well over 180 cities as compared to 60 for Tata Indicom. 
No doubt, Reliance has a much larger subscriber base than Tata Indicom. 

But the Tatas raised the issue of tying up subscribers for three years with 
the Telecom Regulatory Authority of India (Trai). It pointed out that in the 
process, the customer did not have the choice of moving out. 

For now, Tata Teleservices managing director S. Ramakrishnan is getting 
ready for the next phase of aggression. In August, the Tatas plan to be the first 
to launch a pre-paid service among CDMA service providers. Also, SIM-based 
CDMA phones should hit the market by the year-end. The big advantage of a 
pre-paid service is that the risks are much less. On the other hand, with the 
SIM-based phones in the market, it will be a lot easier for subscribers to pick 
and drop a service. That should add to the action in the marketplace. 





TATA INDICOM: THE 
WLL ACTION HEATS UP 


T was in mid-June that Tata Indicom fired the 
first price salvo in the limited mobility market 
— by launching the Rs 999 service. Within a 
fortnight, it had a battle on its hands when 
Reliance lowered the threshold to Rs 501. As a 
Tata official points out: “Our initiative has led Reliance to cut prices. This will 
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ated from the remaining 80% of its sub- 
scribers who will stick with the scheme. 
In Delhi, Reliance already generates 1 
crore minutes daily. Reliance believes 
the additional minutes generated from 
the new subscribers will take care of the 
bad debts. Remember, Reliance has tar- 
geted 6 million subscribers by the end of 
the year (5 million will give it a critical 
mass and economies of scale). 

In all this, Reliance has learnt a cru- 
cial lesson. When it first launched its ser- 
vices, the WLL market was still nascent. 
So it had to spend Rs 1,000 crore on 
CDMA handsets to fuel the market. It 
now believes that there’s enough interest 
in the Indian WLL market for the hand- 
set companies to fight it out — by offer- 
ing consumers the best price. Hence, as 
a policy, it has decided not to invest in 
handsets any more: unlike its current 
schemes, future schemes will delink 
handsets from the connection. 

Meanwhile, Nokia has already 
launched four models in Rs 6,850- 10,000 
price range. By early August, it is also 
bringing in the Nokia 3586, a full-colour 
model. Not to forget Motorola, which is 
bringing in the A388c, a full-colour PDA 
in the Rs 25,000 range. By the end of the 


Can Mukesh Ambani make Reliance a 
worthy mobile player in the long run? 








year, both Nokia and Motorola also plan 
to launch SIM-based CDMA phones 
that are quite like the GSM phones, 
which will make switching networks far 
more convenient for the consumer. 

- And expect some fireworks from the 
GSM companies too. Soon after Re- 
liance's offer, India’s largest telecom 
company, the state-owned Bharat San- 
char Nigam (BSNL), has already intro- 
duced four schemes for its WLL service 
Tarang. The cheapest option is a con- 
nection for Rs 20 as insurance charge 
with acommitment to use the service for 
at least a year. In this scheme, the instru- 
ment will remain BSNLs property. An- 
other option is to pay Rs 5,000 to BSNL as 
security deposit for the phone. Once the 
consumer returns the handset, BSNL 
will pay back the deposit. 

Virtually all the GSM players are bid- 
ing their time before they introduce their 
own plans. But, before that, they want to 
know how long the Monsoon Hungama 
will last. Though Reliance’s advertise- 
ment says the scheme is valid only till 
end July, Reliance may extend this offer. 

As for whether the scheme actually 
succeeds, that would depend on a num- 
ber of factors: whether the quality of ser- 
vice improves, how much connectivity it 
provides..., fulfilling the Reliance WLL 
promise. Consumers will be waiting. W 
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BUSINESS FILM INDUSTRY 





Cost control, fhiding risk manage nent 
movie industry learns the rules of th 


VANITA KOHLI KHANDEKAR 





MOD Mehra is 
tired. As a trade 
analyst, he is an 
invitee to every 
film party in 
Mumbai. And with all the 
good news, there have 
been quite a few lately. 
Chalte Chalte and Bhoot 
have just been declared 
hits. Andaaz, Ishk Vishk and 


Jism made money. Pritish cost: it, the partying has begun. | But Dreamz Un- 
Nandy Communication COO Rs 1.5 crore But the implications of the | limited, with two 
Siddharth Das reckons that REVENUES: good news from Mumbai go` | flops already — 
the company’s Jhankar Beats, Rs 2 crore beyond that. Bhootandtheoth- | Asoka and Phir 
an offbeat comedy has broken “ers that made money worked not | Bhi Dil Hai 
even on its Rs 2.7 crore cost in the only because they had half-decent | Hindustani— £ 
second week. Even Sooraj | scripts or were well directed or mar- | had to takea “ 
s Barjatya’s . tepid more realistic view. 


Main Prem 
Ki Deewani 
Hoon has got 
a decent ope- 
ning. “It (the 
industry) has 


such a bad 
phase that any 
good news is like 





COST: manna from 
Rs 3 crore heaven. So if someone 
REVENUES: just about recovers his 
Rs 6 crore money and makes 
X _/ about a crore, there is a 
~œ party. Under normal cir- 


cumstances, none of these movies could 
have been termed hits,” scoffs Mehra. 
He is right. The last 15-odd months 
have been the worst period ever for In- 
dian films. There hasn't been a single hit 
and the industry has lost over Rs 400 
crore. Moreover, there have been pro- 
tracted strikes by the trade and unend- 
ing piracy (See ‘Agony’, BW, 9 September 
2002). Together, all these factors ha 
the Rs 4,000-odd| crore industry | Dat- 


been through | 


left | 


Khwaish 





are well-conceive: 


| and economicall 3 
W iced” Rs 8 crore 
NA priced,” feels Vine 
7 the Kumar, IDBI’s en REVENUES: 

© eralmanager who de- Rs 17 crore 
me cides which films the 
bankwill lend to. 


tered. So the relief the 
industry feels wien 
money comes in ame 
the gratitude it has for 
anything that the au- 
dience likes is totally | 
disproportionate to 
the actual money 
that a film makes. 
So, even though 
there have been “no bumper 
hits”, as Supran Sen, secretary, 
Film Federation of India, puts 


_ To understand what went wrong and 
what is going right, take Chalte Chalte. It 
is a good example of how the old style of 
working has mixed with the new. For a 
Shah Rukh Khan starrer, it was made on 
a ‘shoestring’ budget of Rs 8 crore by Aziz 
Mirza for Dreamz Unlimited, the star’s 
own company. A Shah Rukh Khan film 
would normally have cost Rs 15 crore-30 
crore, maybe more, and would have sold 
for nothing less 
than Rs 4 crore-5 
crore per territory. 











In a market in which dis- 


| 
keted. They worked because they had far | 
lower expectations of returns, better | 


control over costs and were more realis- | tributors were not pick- Bhoot 
tically priced. In many ways they mark, | ingup films, itcould not 

very quietly, the maturing of the Indian | command a premium Rs 6. T cross 
film industry. even with Shah Rukh REVENUES: 


Khan in the lead. Itwas \ - Rs 
sold for an average rate of 


about Rs 1 crore per terri- 


tory. The overseas rights 


Ma. bagged Rs 6 crore and music an- 


| 
All through last year, when films were | 
failing, producers continued to make | 
money at the expense of distributors, ex- 
hibitors and everyone else, For exam- 

ple, even while distributors lost, 


the Rs 10-crore, Rajnikant-star- other Rs 3 crore. So, the film 


rer Baba raked in Rs 44 crore in Andaaz was home and dry with ‘table 
profits even before it was re- cosT: profits’ of Rs 8 crore-9 crore. 

leased. Compare that with An- Rs 13 crore So, while Chalte Chalte 
daaz and Ishk Vishk. Both sold REVENUES: kept costs low and took a 
at low prices and delivered 30- Rs 13 crore pragmatic approach to pric- 


50% returns across the food 
chain. Now the rev- 
enues from films 
are far more evenly 
divided and that is 
the biggest change 
the success of these 
films highlights. “It is 
not as if tastes have 
dramatically changed, 
it is just that the films 


ing, it still banked on 
something not heard any 
more these days — table 
profits. That is the reason 
itstill carries traces ofthe 
old style of filmmaking, 
where the producer did 
not bear any of the risk 
of a bad product. Films 
like Babá and Kaante 
made money while the 
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IASB 





at is common in all the 
successful managers or for that 
matter all successful people 


down the history of mankind? What is the 
time tested formula for success is any walk 
of life? 





If these questions are answered in very 
down to earth manner, then what comes to 
the fore are hard earned skills, decision- 
making, level headed street smartness, 
healthy values ethics and perseverance. 

IASB has for the time designed a 


The genesis of the unique programme 
has to be traced back to year 1993 when an 
energetic and a radically different youth 
returned to India after a very successful 
stint in the U.S. Sri Venkateswar Pujari a 30 


needed personal skills with classy life style. 

It is a common knowledge the very 
little of what we actually study in the 
classrooms, is really called upon to solve 
the day-to-day situations in life or working 
environment. This does not mean academic 


PROMOTIONS 


underlying principles of management, 
which are time tested and universally 
applicable. 

All these have been incorporated in the 
first year to make sure that the students 
adhere to a very tight schedule there by 


with a difference 


theory is redundant! 

What come to handy and to our rescue 
are the down to earth applications of basic 
wisdom, values perseverance, street 
smartness and the temperament. In real 


life, the ultimate test is the battle of nerves, 
course, which packs a lifetime of | 
experience into a Two-year programme | 
inclusive of One-year industrial internship. 


and they are won or lost between ears! 
This unique programme will break all 
the conventions related to education, as it is 
way ahead of time. The students will be 
put through very tough grind of 
completing the two years theory in one 


_ year, and go for industrial training. 


year old professional fired with his dreams | 


started a Hotel Management Academy in 
Vishakapatnam. 


During the first year student go 
through many real time learning 


| experiences like, planning their travel 


| schedules 


Ever since there was no looking back, | 


Indo American has a School, degree 
College, Hotel management Academy, PG 
Center, and a Research Center offering 


with the industry for internship and 
placements has triggered the birth of IASB 
and the Global MBA programme. 


to precision, organizing 
meetings, seminars and participating in 
competitions to sharpen their organizing 


| and competitive skills. On the other hand, 
| they will be made to practice yoga, 
quality education from LKG to Ph D. All | 
these year in education and interaction | 


meditation, play tennis, golf, billiards and 
learn international culture cuisines & 


| beverages to enhance their quality of life 


| style. 
| Students will undergo the study of | 


This programme is an excellent mix of 
| ‘Arthashastra’ and modern books like 
| ‘Wings of Fire’ to understand the 


traditional management education, plus 
‘hard earned experience and the much- 


ancient management books like 


63 


learning to manage time, stress, internal & 
external coordination, work on individual 
assignments and team projects. 

Ultimately the best emerge only, from a 
person who enjoys his work. This is 
achieved by working at strengthening the 
three dimension of Human personality the 
physical, intellectual and spiritual. The art 
of living sessions and structured meetings 
with spiritual masters and living legends 


| will inculcate ethical and generate the self 


belief and belief in the universal truth. Any 
individual, who has balanced the biorthym 
and synchronized them with universal 
rhythm, will be at ease in any situation and 
enjoy every task he is required to do. 

The internship for one year is an 
advantage to the students when they are 
place in the real world.. IASB has tied up 
with leading Blue chip companies in 
various sectors for the placement , the 
students are being covered by insurance 
policies for their life and health in order to 
meet any untoward eventuality . 

All these features make Indo American 


Business School a school with a very unique 


programme , which other B schools may 
emulate in the years to come. e 


g 


HEMANT MISHRA 


FILM INDUSTRY 


trade suffered for their failure. For 
decades, producers have perpetrated 
this anomaly. However, when films 
started bombing in 2002, the trade 
turned against individual producers 
who overstated costs and charged huge 
prices per territory. (Filmdom still whis- 
pers that Devdas could not have cost 
Rs 50 crore by any stretch of imagina- 
tion.) Last year, when films started 
bombing, most distributors stopped 
paying advances and started picking up 
films on commission or paid a mini- 
mum guarantee only after watching the 
film. Dozens of 
films — from Ar- 
maan to Ankhi- 





everybody. 

As the prices of 
films head south, so 
too must costs. The 
ones that have man- 
aged to keep a check 
on costs so far are the 
companies. For exam- 
ple, K. Sera Sera, which 
will be releasing Darna Mana Hai soon, 
borrows from the overseas markets at 
2-5% against the 10-12% interest rates 
in India. It further pushes costs down by 





iDream’s Bhatnagar (top), K. Sera 
Sera’s Sanghavi (bottom left) and 


simultaneously shooting 2-3 films dur- 
ing a six-month pe- 
riod. That translates 
into lower equip- 
ment costs because 





yon Se Goli  Shringar’s Shroff: New age moguls 
Mante: — 6-0 0 rae g aa ei... 
mained in the 


cans after com- 
pletion because 
nobody would 
touch them. That 
caused a credit 
squeeze of sorts. 
Also, the price of 


music, satellite = 
and overseas = 
rights took a 2 
huge _ beating, = 


«aH 


compounding producers’ misery. 

Now, “the (producers’) party is over, 
the risk is far more evenly distributed 
now,” analyses Shravan Shroff, director, 
Shringar Cinemas. IDBI’s Kumar agrees. 
“Pricing a film has become very crucial; 
if a film is overpriced, everybody stands 
to make less money,” he says. Even 
Bhoot, made by the usually bankable 
Ram Gopal Verma, sold at what Mehra 
calls a ‘throwaway’ price of Rs 60 lakh 
per territory. But with the Rs 6.5-crore 
film netting Rs 4 crore in Mumbai alone, 
distributors and exhibitors are more 
than happy and so is Verma. Bhoot's per- 
formance meant that its satellite rights 
got snapped up for a cool Rs 2 crore and 
overseas rights for Rs 1 crore in a market 
where nobody is paying more than a few 
lakh for most films. It is a win-win for 















of bulk booking. Add 
bulk buying of me- 
dia, getting stars to 
cut their fees and so 
on, and film produc- 


down by almost half. 
In spite of its high- 
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profile star-cast, Darna Mana Hai cost 
less than Rs 5 crore against the budgeted 
Rs 5.5 crore, claims Parag Sanghavi, 
CEO, K. Sera Sera. 

Costs is one part of the story, the 
other is revenues. The lower prices for 
films now mean that it is imperative to 
find newer markets and revenue 
streams to make up in volume what the 
film lacks in value. While music and 
satellite rights still contribute, it is the fo- 
cus on the urban Indian and the over- 


getting 70% of our revenues from the 
overseas market,” says iDream 
Production CEO 
Ashish Bhat- 
nagar. Its Ja- 
jantram 
Mamam- 
tram, forex- ` 
ample, got 
over Rs5.5 
crore from just 








tion costs are now | 


seas market that is bringing in the | 
moolah right now. “We are looking at_| 






the UK and 
South-east 
Asia against 
Rs 3 crore in 
the domestic 
market. In 
fact, after the 
hugely success- 
ful distribution of 
Monsoon Wedding and Bend it like Beck- 
ham (worldwide gross $80 million), 
| iDream has now set up a production 
company in London to make crossover 
films. It has also appointed sales agents 
in markets across the world to tap the in- 
| creasing global appetite for Indian films. 
The other big market is urban India, 
| which is pulling audiences back with 
scores of new tax-free multiplexes. How- 
ever, in both these markets, the audi- 
ence is far more picky and fragmented. 
There is no one-size-fits-all film formula 
that works. For example, Company did 
well only in Mumbai while Gadar pulled 
| inthe audience in the North. That makes 
it absolutely impossible to figure out 
what would appeal to the filmgoer. 
| Take one look at the range of subjects 
that films have been made about in the 
recent past — post-marital strife to 
UFOs — and the number of new direc- 
tors, script writers and technicians mak- 
ing films, and you know how desperate 
everyone is to figure out what works. 
| Bhoot is about an urban ghost, Jism 
about an adulterous woman, Haasil 
about campus politics and Darna Mana 
Hai has six stories in one film. 

“If the film is good, it holds its own,” 
reckons Vikramjit Roy of Columbia Tris- 
tar. Even if it does, a highly fragmented 
| market means “expectations of returns 
are far more realistic”, says Shroff. Since 
each film is addressing smaller and 
somewhat more focussed target groups, 
there is just no way they can make 8-10 
| times the returns that a mass market, 
pan-Indian hit can. For example, Bhoot, 
the biggest hit of the year, did about 
100% in returns. Most of the other hits 
did a more moderate 15-30% for every- 
one across the chain. 

Most of this sub-text is very encour- 
aging for the world’s largest film produc- 
ing country. Last year’s turmoil has 
taught it lessons in managing money 
and markets that 

could, with 
luck, make it the 
most profitable 
one too. Mean- 
while, its in- 
domitable spirit 
continues to 


party. s 
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A belief can drive a million dreams. 
Save The Children India is a non-profit 
organisation that stands for the dreams of Si 
India’s less fortunate children, and gives sage 
them the support to survive. 





L Ittakes just one rupee and your belief, 
m to overcome the obstacles that stand 
= between a child's dream and reality. 


Contact: Save The Children india, 4-C 
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Tel.: 23630523, Telefax: 23680037 
e-mail: contactus@stci.org 
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7A BEWARE! NIGERIA CALLING 





OR years now, email from a distressed Nigerian has 
been making its way into mailboxes half a world away 
offering millions of dollars in return for a little favour 
— your help in transferring an absolute fortune in 
“over-invoiced contract funds” through your bank ac- 


| a journalist from Cyber Media's Cyber News Service, de- 
| cided not to leave well enough alone and do something 
about the scam as it hotted up in India. 

With the help of an extremely Net savvy Indian, 
M. Jayshankar of Chennai, my colleague Shubhendu Parth 
count. You, it seems, are the one trusted individualwho can | along with Nisha Kurien, a reporter based in Chennai, fol- 
free these millions. Confidentially, urgently, and in all God- | lowed the trail of the scamsters and their victims across In- 
fearing honesty. | dia, China, Pakistan, Taiwan, Hong Kong, the US, the UK, 

Would you fall for it? Would anyone fall for it? and The Netherlands across a murky chain of email ex- 

Amazingly enough, they would and they do. For a swin- | changes, dollar advance payments and shady meetings. 
dle that’s achieved fame of global proportions, the Nigerian In brief, here’s how the scam works. First, you receive an 
Scam or 419 Fraud as it is also called, is continuing to claim | email from an alleged ‘official’ representing a foreign gov- 
victim after victim. Four hundred and nineteen is the Niger- | ernment or agency offering to transfer millions of dollars in 
ian equivalent of our Section 420, which essentially deals | “over-invoiced contract” funds into your personal bank ac- 
with fraud and cheating. For something that’s been around | count. Next, you are encouraged to travel overseas and are 
so long, the scam seems to have an incredible rate ofre- | asked to provide blank company letterheads, banking ac- 
peated success. Or is it about the incredible and touching | count information, telephone and fax numbers. After this, 


amount of faith people are willing to place in such you receive numerous documents with official- 
an obvious fraud? You take your pick. looking stamps, seals and logos, testifying to 
I get several of these sinister offers every the authenticity of the proposal. 
week. The one that got past my filters to- Eventually, you will be asked to pro- 
day was from a certain Dominique FOR A SWINDLE THAT vide upfront or advance fees for vari- 
DouDou of the Ivory Coast who HAS ACHIEVED FAME OF ous taxes, attorney fees, transaction 
claims to have been persecuted and fees or bribes. Finally, once all these 
ares by evil pogon GLOBAL PROPORTIONS, paraa 5 i meee yu be 
of the president who's frozen the to travel to Nigeria — either directly 
family’s bank accounts and seized all THE 419 FRAUD or via a bordering country — to meet 
assets. Oh, dear! However, Mr CONTINUES TO CLAIM Nigerian government ‘officials’. Fake 
DouDou still has $32 million, the last documents are made by the perpetra- 
of his family’s fortune, secretly stashed VICTIM AFTER VICTIM tors to smuggle you into Nigeria. And 
away by Mr DouDou Senior. once there, you have no option but to ‘co- 
The problem is, he needs someone's operate’ by paying money or ransom. 
help to get all that money transferred. And that My colleagues, with Jayshankar tracking, 
somebody seems to be me. I have been specially se- decided to set up negotiations with the scamsters. 


lected because someone who knows me spoke highly ofme. | Pretty soon they were exchanging email, phone calls and, fi- 
Strangely, he or she forgot to mention my name. And justas | nally, the request to visit Nigeria. This, Jayshankar refused to 
well too. For my help with releasing these trapped funds | do. That earned him the following response: “Pursuant to 
and being an overseas partner, I am promised a little chunk | your fund release order and our mutual phone conversa- 
of the fortune. I should be okay with $4 million, right? _ tions on the above subject matter, be informed that the au- 
I usually filter out these messages successfully enough | dit unit has completed verifications, reconciliation and 
and try and forget they ever came anywhere near my mail- | revalidation of your project file: FGN/PTF/PED/WR- 
box. But the same isn't true ofeveryone. Hundreds of people | KD/2002, the foreign exchange allocation to the tune of $15 
have fallen prey to the fraud and in the process lost thou- | million granted to be remitted without deduction in your 
sands of dollars. If you thought these Nigerian letters were | favour. Therefore, it is expedient as the bonafide beneficiary 
some harmless silly prank that could fool no one, youwould | to pay the mandatory signing fees, bank legal cost, and High 
be completely wrong. Sometime ago, this had become a | Court charges of affidavit — notarisation, stamp duty and 
multimillion-dollar business. And now it’s a multimillion- | registration of the affidavit in order for it to be valid. The 
dollar business that seems to have acquired a new lease of | amount required is $5,750.89 (Five thousand seven hun- 

| 

| 





life in India and much of the Asia-Pacific region. And yes, | dred and fifty dollars and eighty nine cents only).” 
there have been many Indian victims. The amount was supposed to be deposited in favour of 
It’s so active, in fact, that last month a colleague ofmine, | Audit Co. Ltd. in its account with the Hua Nan Commercial 
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Bank in Taipei. Investigations and interaction with people 
in Taiwan in chat rooms led the reporters to others in India, 
China and Pakistan — all either in negotiations or having al- 
ready coughed up the upfront fee. ; 
Pretty soon a list of 38 active accounts that the scamsters 
were using was compiled. It was found that they were using 
banks in Hong Kong, the US and the UK with a lot of ficti- 
tious licences thrown in. My reporter colleagues roped in 
private investigators as well as the police. They discovered 


that in a 10-month period, the particular group of scam- | 


_ Sters they were tracking had laundered a sum of Rs 30 crore 
through seven banks. 

The reporters tried to alert some Indian victims about 

the scam. But they often found them unwilling to trust 

~ them — some even turned hostile and threatening. Inci- 


dentally, the scam seems to have gone beyond the metros i 
into smaller towns as well. Victims in other parts of the | 
world, Japan and China, for instance, got in touch with the | 


reporters to help them get their money back. 


Many of the culprits involved in the Nigerian scam, at | 


least the kingpins, seem to be pretty savvy with technology, | 
creating websites and telebanking infrastructure. Most of | 
: the gang's front organisations have actually been created | 


only in the virtual world, the main idea being to create web- 


sites that look like real banks and convince the victim that | 


the company actually exists. 


Who moved the cheese to the east? 


There is another objective too. All victims are asked to 
register themselves online through the websites of one of 
these companies. And no sooner does that happen than 
their details are updated in a database and the victims are 
sent mails from the so-called bank informing them about 
their account as well as the PIN number. 

The websites are static with unencrypted coding. The 
scamsters have set up ‘telebanking’ by connecting their 
telephone lines to computers with CTI (computer-tele- — 
phony interface). The records of the users are updated on 
the computer on a regular basis. . 

Eventually, our reporters succeeded in galvanising in- 
vestigating agencies in India, handing over relevant docu-. 
ments, phone numbers, contacts, etc. to them. They:also’ 
alerted victims in the making and asked for international. 
alerts on the culprits. oy 

The reporters have put up an awareness webpage on the 
Nigerian scam at www.dqindia.com/nscam. There's a 
worldwide summit on spam (junk mail) going on at the mo- 
ment and some of the investigators are receiving death 
threats from spammers. 

All this is just another indication that the stuff that hins i 
in your mailbox cannot be taken lightly. 































Mala Bhargava is with Cyber Media (India) and edits Living Digital. 
You can email her at malab@emil.com. 












ADVERTISING | COFFEE PARLOURS 

















SANJIT KUNDU 


MEDIA BREW 


In the long run, advertising may become a 
major revenue stream for coffee chains 


VIKAS DHOOT 





EHA Shah, brand manager of Elle 
18, a youth cosmetics brand from 
Hindustan Lever, has hit upon a 
novel launchpad for the compa- 
ny’s new range of brown lip 
smoothers and nail paints: tying up with 


a coffee parlour chain! Called the Coffee | 


Collection, Elle 18’s range of browns is 
now named after popular Barista cof- 
fees. Here's her plan: the lipsticks will be 


packaged in Elle 18/Barista coffee mugs, | 
publicity will take place in 150 Barista | 


parlours through scrollers, menu cards, 
shade cards, et al, and a contest will be 
organised with free Barista coffee for two 
months as prizes. And get this — the en- 
tire activity will cost Elle 18 nothing! 


But why coffee parlours? Anurita | 
Ghoshal, general manager of Elle 18’s ad | 


agency, Ambience D’arcy, explains: “If 
you look at some of the biggest youth 
trends today, hanging out at coffee par- 
lours is one of their favourite pastimes.” 


This is the first time that India’s largest | 


advertiser, HLL, is using the coffee shop 





| Warner Brothers, ESPN, 


route to brand promotion. But this trend 
of coffee parlours being used for below- 
the-line (and over the table!) activity has 
been gaining flavour for a while now. 

Qwiky’s CEO Sashi Chimala saw the 
opportunity early. “Dotcoms got high 
valuations based on eyeballs. We are try- 
ing to reverse the concept in a physical 
portal (our coffee pubs). If I were a dot- | 
com, I'd give free coffee and charge the 
advertisers!” 

After their first 
promo deal with Fa 
deodorants in April 
2000, Qwiky’s has sold 
or bartered in-store space 
to Cadbury's, Airtel, 


Epson Printers and Royal 
Enfield, among others. 
The display formats vary 
from thin acrylic ‘wob- 
blers’ that hang from 
the roof to table tent 
cards and from flexi- 
stands to even the tis- 

sue sleeve one gets 



















with a hot coffee! Qwiky’s is also selling 
translight space on its walls (a translight 
space is like a frame under a spotlight in 
an art gallery) for hard cash. Pepsi, for 
example, has one spot in each outlet. 
Café Coffee Day’s (CCD) marketing 
head Sudipta Sen Gupta stumbled upon 
advertisers’ interest by chance. 
“Coffee shops have a high 
loyalty factor: 60- 
70% of custom- 
ers come in at 
least once a week. 
To prevent fatigue 
from setting in, we 
did some promos on 
our own — around the 


~<a soccer World Cup, 
me liig Valentine's Day and 
ection 8 Christmas. Companies 


like Wrangler, Archies and 
Weekender turned up on 
their own initiative to give 
away prizes during those 
events. That set us thinking.” Ever since, 
there’s been a deluge of advertisers, even 
Hindi movies and TV serials. CCD has 
even been designing special drinks for 
products like the Levi's 6” Below Jeans. 

The concept of coffee shops as me- 
dia vehicles is unique as it lets you reach 
target audiences specifically. You can 
choose locations, get in physical touch 
with audiences, target loyalty club mem- 
bers, or advertise in their newsletters like 
CCD’s The Beat and Barista’s recently 
launched Brew Print. Qwiky’s is already 
making Rs 4,000 per month per cafe per 
translight space. These revenues have 
started subsidising the cafes’ marketing 
costs substantially — Qwiky’s is recover- 
ing 50% and CCD 70%! 

Consider this, too. Qwiky’s has a 
monthly footfall of around 114,000, 
while CCD's is about 2.04 million. While 
these numbers may be less than The 
Times of India’s readership of 6.1 million 

or Star Plus’ viewership of 

55.9 million, they present 
an- upwardly mobile 
niche audience's captive 
attention for at least 45 
minutes! If ad agencies 
wake up to this fact, this 
_ trend could reach a 
tipping point. And 

) with price wars 
heating up be- 
tween the coffee 
chains, ads could, in 
fact, become their 
main revenue stream in 
future. A brand storm 
in your coffee cup, 
anyone? a 
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3B WORLD 


Career information that makes sense. 





One of the fastest growing footwear company in India, offers a challenging and 
dynamic work environment and excellent career growth. It requires; 






Marketing Manager 


If one has a sharp marketing acumen and a passion for innovative 
and creative ideas to sense and seize growth opportunities, 
he will have a place here for this senior position. MBA from 
a reputed Business School with specialization in Marketing 
and working in a FMCG company should apply. 












Marketing Officer 


Hardworking, dedicated, result oriented with 2-5 years experience. 
PGDBM candidate is preferred. 


MBA (Human Resources) from reputed institution with 
2-5 years experience in corporate training. He should 
be well conversant with all training methods, specially 
in retail sales, and manage independently the whole 
training functions of the company. 






| 
| 
| 
| 
| Training Officer 
| 






Showroom Manager 







Graduate in any discipline, capable of taking independent charge 
of a showroom as a senior manager, 8-10 years experience in retail 
sales of FMCG company. 








Apply within 10 days superscribing the position on the envelop to: 
Sreeleathers, 3&4, Lindsay Street, Kolkata - 700087 





Sreelgathers 







S an entrepreneur, I sometimes 
daydream of new opportunities 
and one of my recurring day- 
dreams is of being reborn in the 
1850s Bombay. I could raise my- 
self some capital, import cheap labour 
from the rural outskirts, wean away a 
technician from Lancashire, lure a Parsi 
sales manager with contacts in the 
: China opium trade and start a textile mill 
in Bombay. 
I would have been just one of 70 (in- 
_ cluding Jamshedji Tata, the founder of 
the Tata empire) who set up shop in Cen- 
tral Bombay and destined to share in the 
< £80-million profit that was made in the 














create a business design that uses lots of 
~ cheap labour and seek an export market. 

Export and succeed! The idea is irre- 
sistible. If you export you must be a 


socialite, exports are good. If you sell 
only in the domestic market, it’s because 
_ you are not good enough to export. To be 
an exporter is a sign of manliness — a 
modern-day Chengiz Khan who travels 
far from home and brings back trophies 
from conquered lands. 

Yet, why did these textile mills slowly 
© fall silent? The 1850s textile boom in 
` = Bombay was built on spinning yarn 
< from Indian cotton and exporting it to 
China, It was great going till Japanese 
spinning mills using ‘cheap’ Japanese 








WIRED- AROMANCE 
© By Gary Wolf 

_ Random House 

a Pages: 304; price: $25.95 





ALERT 


labour (yes, in 1900, Japanese textile 
workers were paid 20% less than Bom- 
bay textile workers) undercut Bombay 
mills and took away the Chinese market, 

The Japanese mills dramatically im- 


proved their productivity by investingin 
new technology that employed fewer 
but better paid people. On the other | 


hand, the Bombay mills relying on 
cheap labour and unable or unwill- 

ing to invest in new labour-sav- 

ing technology 


-trext few years. The formula for Indian | found them- the Gobet 

„entrepreneurs then (and now) was this: | selves in a series Competitiveness Raport 
wait till the technology needed to enter | ofstrikes as mill- - ee 

-an industry becomes easily available, | owners found 


themselves less 
and less able to 
afford even the 
destitute wages . 





world-class player. Fora Planning Com- that they paid 
` mission mandarin oraministerinoneof | their workers. wm ® mie | 
our economic ministries or fora Delhi | Productivity lev- = 


els in Bombay 

textile mills were so poor and 
product innovation so lacking that 
mill-owners saw the famous strike of | 
1984 as a godsent opportunity to shutter 
these mills permanently. 

If I was born a century ago could | 
have foreseen the path that the Indian 
textile industry took? Would I have fore- 
seen that the reliance on cheap labour as 
ameans of competitive advantage in ex- 
port markets was an ephemeral one? 


That, as my eyes were turned towards | 





| PURPLE COW 
| By Seth Godin 
|! Portfolio 


- COMPETI TIVENESS 
| REPORT 2002-2003 


| Pages: 160; price: $19.95 


BOMBAY MILLS & 


| the lucrative export market for yarn, the 
| domestic market for cloth, the next step 
| in value-adding in the textile industry, 
| would be taken over by British imports? 
| That, as I focussed on cotton and cheap 
| labour, the two Indian resources, con- 
| sumer tastes would shift in such a way 
| that Indian women would wear mostly 
| saris from synthetic fibre? That Indian 
men would forsake their cot- 
ton dhotis for polyester 

cotton trousers? 
Central to these 
questions is the is- 
sue of competi- 
tiveness: what al- 
lows some 
countries to be 
competitive on 
the basis of the 


THE GLOBAL 


World Economic E 
Forum... 


Edited by Peter 


- Cornelius, Michael _ i 
= Porterand Klaus design and tech- 
-Schwab nological features 
Pages: 696; price: $65 of their products and 
others to be consigned 


to compete on just labour 

costs? The World Economic 

Forum has been trying to focus atten- 

tion on these questions through its 

Global Competitiveness Reports, the 
2002-2003 edition of which is just out. 

The bulk of the report is devoted to 

| rankings of countries on various indices 

of competitiveness. Most of itis depress- 

ing for an Indian who, faced with a rank- 

ing of nations, immediately runs his fin- 

ger down these lists to find his country. 








= OUIS Rossetto and his companion 
L Jane Metcalfe left Europe for San Fran- 
cisco in the early 1990s to create “the ~ 
_ mouthpiece of the digital revolution”. Wired was launched 
© | with little capital but an overwhelming sense of mission. In 
¿the early days, employees had to buy their own pens. Gary 
- Wolf, who was a staffer, writes: “The pens — or rather the ab- 
_ sence of pens — had a meaning: hold on to your indepen- 
_ dence; ...do not lose your identity...” Wired is an insider's ac- 
- count of how overspending and ego clashes finally forced the 
_ sale of America’s hottest magazine — but for a tidy $390 mil- 
_ lion. A bittersweet tale. L 








l Yi are either a Purple Cow or you're 


not. In other words, you stand out or 





are invisible. The principle: after 


| you've seen two, three or 10 cows, they become boring. Buta 


purple cow? This is the new thesis being hawked by Seth | 
Godin, the author of Permission Marketing and Unleashing _ 
the Ideavirus. Daily, consumers come face to face withalotof _ 
boring stuff, but an unusual product is bound to stickintheir | 
mind. But being a purple cow is not a function of marketing © 
that can be slapped on to a product or service; itis a quality — 
that has to be built right in, or it’s not there. Godin claims this _ 
P (purple cow) is what will do the trick since the old ones like 


pricing, promotion and publicity areno longer working. @ 
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And your. ‘finger has to run pretty far 
: down to find India — somewhere in the 
middle of the list of 80 countries. The 
league tables are headed, unsurpris- 
„ingly, by countries like the US, Finland, 
Taiwan, Singapore and Sweden; China is 
‘in the mid 30s, India at 48 has improved 
from last year’s 57, but still has countries 
such as Mexico, Trinidad and Botswana 
ahead of it. 

“Competitiveness [is] often seen as a 
zero-sum game where one country’s 
gain comes at the expense of others,” 
says Michael Porter, the Harvard com- 
petitiveness guru in this report. This 
wrong view, he says, “underpins policies 
to hold down local wages and devalue 
the nation’s currency, both aimed at ex- 
panding exports... [in the belief] that 
lower wages or devaluation ‘makes a na- 
tion more competitive’... the need forlow 
wages reveals a lack of competitiveness 
and holds down prosperity.” 

Many of India’s future growth 
dreams are built on a strategy similar to 


THE BPO HO 


“Devaluation causes a nation to take a collec- 
tive pay cut by discounting its products and services in 
world markets while paying more for the goods and 
fa ces it purchases abroad. E xports based on 
OW WaQES or cheap currency then do not sup- 
port an attractive standard of living. 4# 


that of the 1850s Bombay entrepreneurs. | 


TOURER MORE ENED HO EERE DETER TEAR EO EAHA EEE REECE MIRE EEE ER EESSOHENERED EH EES HEME SEEDER EERE SELON EE REDE ES SSEES PES ESE RARHEDSESOAOH EME ESLEV ENDER RHEE ERE W EMO RR HH 





Michael Porter 


conversion, back-office accounting, call 
centres), relocate the process to India to 
be worked on by cheap Indian labour 
and make booming profits. 

And this strategy is built on two pil- 
lars: cheap Indian labour and a con- 


stantly depreciating rupee that makes | 
Indian labour look ever cheaper when | 
calculated in US dollars. For example, | 


the rupee, which was Rs 10 to the dollar 


in the 1980s; depreciated to Rs 48+ bythe | 


1990s assisting the boom in the software 
services export industry. 

But the same depreciating rupee has 
meant that the price of a PC, that great 


and itis out of the reach of many govern- 


ment departments and businesses | 
which need it to improve productivity | 
and stay competitive. Ifthe rupee had | 


been stronger, a PC might have been af- 
fordable for even municipal schools, 
which need it to equip the next genera- 
tion of Indians with computer skills. 


| vices it ifs ae abroad. Exports based 
| on low wages or cheap currency then do 
| not support an ‘attractive standard of liv- 
| ing,” says Porter. 





| ply of venture capital to fund young 
| start-ups, it becomes a world che 


| not exports perse’ 


_ silently waiting to be sold for their land: 
productivity tool, is over Rs 30,000 — | 








g os and ser 


What’s good for exports j isnot heces- 


_ sarily good for the rest of India. Compa- 
- nies and countries become competitive 
__ not through exports, saysthe report, but 
| by competing in a domestic market 


which is competitive. Such competitive 


_ domestic markets make domestic buy- 
__ ers sophisticated, forcing local compa- 
Wait till the West loses interest in some | 
work process (garments, software code 
| then has a plentiful supply of scientists 
_ and engineers, ifits research institution: 
| eagerly collaborate with their industria 


nies to upgrade their products and in- 
crease their productivity. If a country 

















companies and if there is plentiful sup- 


in competitiveness. “True competitive 
ness rests on productivity,” say 
“Productivity allows a nation to su 
astrong currency and with it ahigh: 
dard of living. Productivity i is the | 


For all Indians perplexed by the g 
casses of the textile mills of Bom 


value and for all our policy-makers who 
pin their hopes on the outsourcing mira- 
cle to save India, The Global Competi- 
tiveness Report 2002-2003 is required 
reading. L 
Aj jit Balakrishnan i is CEO of Rediff cö com 
You can email him.at 
ajitb@rediffmail.com 


Capital For A Narrow Clique 


ADICAL writings in the 1960s and 1970s were full of dia- 
tribes against imperialism and neo-imperialism. Then the 
two concepts fell off the radical radar. It’s been more fash- 
ionable in recent years to attack globalisation and the power 
of corporations. But the I-word has made a comeback, espe- 
cially after the US-led coalition of the willing sent its troops to 
Iraq. The Empire Of Capital, by historian Ellen Meiksins 


Wood, was written before the invasion. It does not discuss the | 


‘imperialism’ of any country in particular, but 
is a study of modern imperialism. 

Old empires were easy to identify and criti- 
cise: they were based on raw power and explo- 
itation. But what does one do with its modern 
variants? The US is a democratic country that 
does not rule over any other. Then how can it 
be called imperialist? Marxists have asked this 
for many decades, and Wood merely repeats 
the question. Her answer, too, isn’t original. 


| OF CAPITAL 
| By Ellen 





price: Rs 275 


| “Old colonial empires dominated territory and subjected peo: 
| ples by means of ‘extra-economic’ coercion, by military com 
| quest and... direct political rule. Capitalist imperialism canex- 
| ercise its rule by economic means, by manipulating the forces 
| of the market, including the weapon of debt.” The last state- 
| ment is unbelievable, The world’s biggest debtor is the US. So 
| how can it be an imperialist? There also is a paragraph where 
Wood, a critic of market economics, embraces liberalism and 
says that subsidies to European farmers are ruining poor na- 
tions’ farmers. Such wobbly logic is there right through the 
book. The book reads more like a carmpaign than a piece ofre- 
search. Time and again, Wood uses the word 





THE EMPIRE 
alization’, or “we are constantly told that...” 
One feels that Wood is writing for a narrow 
clique that already agrees with her rather than 
a general audience. There are no numbers, and 
hardly any references. What we have in abun- 
dance is the rat-a-tat of radical certainties. W 


NIRANJAN RAJADHYAKSHA 


Meiksins 
Wood 
Left Word 
Pages: 153; 
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“we” — “the problems we associate with glob- ~~ 








UNNOTICED, THINGS HAVE LOOKED UP 


Take out agriculture, and the performance of the economy during 2002-03 does not look bad at all 


HE past year was such a disaster for farming that it | The final proof of an upswing is that prices are rising, In- 
became unfashionable to be upbeat about any- _tensifying competition had kept down industrial prices in 
thing. The kharif crop was down a catastrophic | recent years. They had consistently risen more slowly than 
19%. The agricultural downturn was supposed to | those of agricultural goods, by the end of 2001 they had 
infect fast-moving consumer goods, motorcycles, | stopped rising altogether. But since then industrial inflation 
tractors -~ the broad range of industries that have become has again picked up, and is now over 5%. 
dependent on the rural market. Even in the not-so-bad pre- As the economy heats up, the balance of payments 
vious year, industrial output had grown a mere 4%. What should worsen. But, as yet, there are no signs of its doing so; 
was to follow could be only worse. on the contrary, last year saw a record accretion of $17 bil- 
In the circumstances, the decline in GDP growth, from | lion to exchange reserves. The balance of trade changed lit- 
5.6% in 2001-02 to 4.3% in 2002-03, was modest. The fall of tle, but remittances as well as IT export earnings rose; so the 
2.8% in agricultural output looks surprisingly small; maybe |. current account surplus rose by almost $3 billion. Invest- 
Central Statistical Organisation is trying to spare everyonea_ | ment inflows also increased by a couple of billion dollars. 
_ shock, and will come up with a worse figure later. But the | The balance of payments is so strong that it could worsen a 
-point still holds: that if we ignore agriculture, 2002-03 was good deal before reserves stopped rising; and as yet there 
not bad at all. If agriculture had grown byitsnormal3%, | are no signs of that. In 2002, when world trade expanded 
overall growth would have been 5.8% — no dif- by 3.1%, India’s exports rose by 18%. From last 
ferent from in the previous year. June, the RBI reversed its policy of progres- 
_. Industry was supposed to droop in sive devaluation, and allowed the Rupee to 
“sympathy with agriculture, but did not; gain. But that has not led to any faster 
ts growth accelerated from 2.7% in growth in imports; and exporters have 
2001-02 to 5.7% in 2002-03, There was taken the appreciation in their stride. 
-no reason for it to do so well; against This year, the trade balance will 
all learned opinion, it went and improve, for oil prices have fallen af- 
improved its performance. The ter the Iraq War and will be lower over 
_ growth was ona broad front. this year than last. The payments sur- 
- The only industries to do badly plus will in all probability be higher, 
: were consumer durables, It’s difficult and so will be its stimulus to the econ- 
to make sense of its misfortune. Very omy — in particular to the engineering 
likely, consumers have other uses for and pharmaceutical industries, which 
their money. The housing boom, stimulated have registered strong export performance. 
_ by the historically low interest rates, is sucking ar m ae The government should find a mention in 
<in much purchasing power; new cars are another all this, but it is difficult to fit it in. The fiscal changes 
onsumer passion. In the pursuit of such expensive assets, | of the last 10 years have led toa situation where changes in 
consumers are probably having to skimp on washing ma- taxes are small and usually predictable. The government 
chines and refrigerators. | hasmanipulated import duties a good deal in the past three 
` The industrial growth figures are supported by corporate | years under pressüre from various lobbies; sometimes the 


































+ performance. Corporate sales rose 11% in 2002-03, abigrise | manipulations have caused upsets, as in the case‘of steel 
over the previous year. More important, margins have im- | duties two years ago. But, by and large, industry has ceased 
proved. Both real and financial figures tell the same story, __ to be seriously interested in tax changes. Considerable po- . 
- that the industrial downswing of 2000 and 2001 is over. | litical manoeuvring goes into government expenditure, but 
_ ‘Apart from stimulating construction, low interest rates | | industry is pretty indifferent to it. There were high expecta- 
are reviving investment. Capital goods imports rose by 20%. tions of a change this year; the Kelkar committees had pro- 
_ These are the first signs since 1997 of revival of investment. posed radical reforms. But for good or ill, they’ were largely 
_ They are not yet reflected in corporate spending. But the | i ignored. It was business as usual in North Block; and after a 
corporate sector forms only.a small part of industry. Since it | week of excitement, the Budget was forgotten. Fiscal policy 
__*isabig producer of information and advertising, it gets con- | has become largely irrelevant to-the performance of the 
_ © -siderable coverage; but most of India’s industryis run by en- | economy; and at the presentjuncture, when the economy is 
— trepreneurs and families. “| doing so well, that is just as well s E 
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»esn’t that bring a smile to your face? To have the convenience of 


\-copy-scan in the world’s smallest all-in-one. That not only saves you space but also helps you get 


fessional quality prints for your colour proposals, offers and catalogues. Add to that, 


ow cost of ownership and you have the ideal machine for your growing business. 





4P OFFICEJET 4110 
RINT, FAX, SCAN, COPY 


Rs. 0,999" 


Jp to 4800 optimised dpi in colour 

4P PhotoREt 3 colour layering technology 
cor brilliant life like images 

33,6 kbps, 65 page memory fax saves 
Jp to 50% on ISD Fax 

36-bit colour, amazing 600 x 1200 dpi 
optical resolution scanner has the 

aye for detail 

12 black/10 colour ppm 

Copy & fax without PC 


it level replacement warranty. 







O 


"= multi-slot memory card 


reader supports: 
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HP PSC 2210 
PRINT, FAX, SCAN, COPY 


Rs. 13,999” 


4800 optimised dpi in colour 


HP PhotoREt 4 colour layering technology 
33.6 kbps, 50-page memory fax 

48-bit colour ` 

Up to 17/12 ppm speed (black/colour) 
3D object scanning 

Scan to e-mail/fax 


With digital camera card slots 


O cities support helpline, 80 cities service centres. 


6 


t— CompactFlash 


© 


— SmartMedia 


® 


t— Secure Digital 





|: 9628 123 123 Delhi & NCR, Mumbai & Bangalore. 


— Memory Stick® 








HP PSC 1210 
PRINT, SCAN, COPY 


KS. 5,799" 


Lifelike colour and crisp black text from 
4800 optimised dpi 
HP PhotoREt 3 colour layering technology 


Up to 12 ppm in black and 10 ppm in colour 
Copy without PC, fax through PC 

Freeware creative software for project reports 
promotional posters & business cards 

Create impressive multimedia shows 

or even a customized CD with 

HP Memories Disc Creator 

Scan and print photos, share albums 

make school projects 

World’s smallest Aio* * 


CA 


invent 


| 


00 444 999 (Toll Free) in other cities OR email: in.contact@hp.com 





datasheets, SMS your email ID followed by a space and then the word "aio" to 98114 01110 (e.g. abc@xyz.com aio). **Based on flatbed 
w.hp.com/go/aioreports + Based on ITU-T Test image #1 at standard resolution. More complicated pages or higher resolution may reduce number of pages sto 


nium photo papers and 1200 x 1200-input dpi. * * Estimated street price. Sales tax & levies extra. © 2003, Hewlett-Packard Company. Microsoft Windows 





ll-in-one products, Testing by CompuMetric labs, Inc 03 
memory. Up to 4800 x | 200-optimised dp) colour printing or 
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SUzUI 


Count on 


Young an’ swingin | 


Presenting Carbon & Steel - Hot singles from Zen 
Two international 2-door limited editions. Only 300 numbers each. 


Welcome to the clan of the singles. Just 600 of you. As Carbon - the Sporty pedals. Chrome tipped exhaust. And the unbeatable all-aluminium 
purest of elements — in Mica Black colour. Interiors in red and grey leather. 16x4 Hypertech engine. Very powerful. Very private. Yet with room for 
And Steel — the most malleable alloy — in Starlite Silver colour. Interiors occasional friends. Possess one today from just 300 numbers each of 
in blue and cream leather. Alloy wheels. Tubeless radials. Power windows. Carbon and Steel. And announce to the world your single status — in style! 


Available in select cities only. 
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PRESENTING 
uscle 1.6 engine makes it a slingshot between traffic lights. 


that dress up in leather and fabric give the just too sxi look. 


1s: Panther Black, Oyster and Moondust Silver ¢ Available in Diesel and Petrol è Rs. 6.46 lakhs onwards (ex-showroom Delhi). 
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Wiki Ford : 98240-43366, 02827-87574. * SALEM: Chennai Ford : 2448210/186. + SURAT: Amin Ford : 2210032/2253259. » TRIVANDRUM: Kairali Ford : 4 1 K.S. | 
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Colour is life. Think bright not whi 


Take your pick, stand out and be noticed. With the new range of TFT colour 
phones from Samsung, the pioneer in 65,000 TFT-LCD colour screen. That 
makes your mobile experience more real and lively than ever before. So go ahead 


and add colour to your life. AM S UN 

















Why settle for a television when you can have the Xcanvas 
experience. Coming alive in 16.7 million colours and incredible sound, 
the LG Xcanvas Plasma brings you reality in larger than life sizes. PRESENTING 

Hang it on the wall, or place it on your ceiling, either way you'll feel Xe ANVA S Plasma Panel 
it's way beyond television. But before you believe it, allow us to give va 
you a personal demo. Do call us at any of the numbers below. 





Beyond Television 





* Super slim 9.8 cm n for 106. 7 cm Plasma Panel « Compatibility with ‘DVDs, VCDs, “VCRs ‘and PCs 
* Viewing angle over 160 degrees * Available across four sizes 101 6cm. 106. t cm, 127 om and 152 4 ¢ om. 
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the success of any 
sector depends on 


| ment backs up its 


P.K. GHOSH, Kolkata 


E The government deserves full 
marks for the role it played in the ac- 
quisition of the 20% stake in the 
Sakhalin I field by ONGC Videsh. 
Such symbiotic efforts will help make 
India an economic superpower. A 
proactive government can work 
wonders for the economy and its im- 
| age. One hopes that such ‘visions’ — 
| in areas like biotechnology, hydro- 
carbons and molecular fabrication 





whether the govern- 


TOGETHER WE WIN 


JUST like oil and gas, 


initiatives with action. | 


PLAT HIN W TAR EVASION 





| $3.3 bition 
in 10 countries. 
| The search for India's oil security 





— do not remain mere concepts that | 
languish onthe drawing board. 

On a different note, a comparison 
of the sizes of Indian oil companies | 
and global corporations like Exxon 
Mobil makes one feel ashamed of the 
Nehruvian school of nation-building 
that we have faithfully followed for al- 
most four decades now! 

VIDYUT BANERJEE 
Via email 








REVAMP THE SECTOR 


It is clear from the article (‘The Faulty 
Circuits’, BW, 14 July) that the time has 
come for some serious action on the 
power front. Most high-profile CEOs 
who visit India cite irregular supply of 
power as a major area of concern and 
this has translated into lower foreign in- 
vestment. Turning around or privatising 
state electricity boards is essential. But 
with the elections around the corner, the 
government is unlikely to do much in 
the area of reducing subsidies, cracking 
down on illegal tapping of power, etc. 

This, in turn, might lead to a further de- 
terioration in the situation. 

SIDHARTH BALAKRISHNA 

Via email 


LESSONS FROM SINGAPORE 


The book extract ‘$1-Billion Tightrope’ 
(BW, 7 July) couldn't be more appropri- 
ate. This comes at a time when we are 
constantly trying to rethink our strate- 
gies on foreign direct investment (FDD 
in India and also on making India.a ma- 
jor global hub. One can learn a lesson or 
two from the book Heart Work about 
how to attract corporates without con- 
ceding more then what you want. The 


pace at which Singapore has been devel- 
oping all these years and the way it has 
been able to coax foreign investors and 
corporate giants is truly commendable. 
No wonder Singapore has developed in 
leaps and bounds. The book is a tribute 
to the business acumen of the leaders of 
the Economic Development Board © 
(EDB), who have been successful in not 
only luring the big corporates into Sin- 
gapore, but also in retaining them. 

PRIJIT DEBNATH 

Mumbai 


REWARDING TALENT IN DESIGN 


The BW-NID Awards for Design Excel- 
lence (‘The Best-Of Indian Designs’, BW, 
30 June) are truly a welcome step to- 
wards building design awareness in In- 
dia. There is no doubt about the fact that 
India has the best design talents. Busi- 
nessworld and the National Institute of 
Design (NID) have done a truly com- 
mendable job by felicitating product 
and interface designers in India. 


SHIRSENDU GHOSH 

Ranchi 

a 
| Letters can also be sentto | 
| _ editor@bworldmail.com i 
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It could well be a role model for other cars. The Toyota Camry. Never before has so 


much attention been lavished on the smallest details. Test drive one today. And 


experience automobile excellence of a whole new level. D TO Y OTA 


For further information contact Toyota Kirloskar Motor Pvt. Ltd., (Marketing Division): Tel: 080 7287073 www.camryindia.com 
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oThe Super Rich 


24 OVERVIEW The who, what, when, where and why of India’s super rich. 

33 NEW FACES OF THE RICH A bit of enterprise can turn the wheel of fortune. 

60 ECOSYSTEM A service economy has sprung up to serve the super rich. 

64 RURAL The number of super rich in Indian villages isn’t as small as it seems. 

68 DATA The world of the rich as revealed in figures. 

72 INTERNATIONAL EXPERIENCES So far we talked of India. See what it is like abroad. 
73 VALUE FOR MONEY Howlittle you can buy for Rs 1 crore. 

76 MARKETING TO THE RICH How top-end manufacturers sell to the rich. 


© The Super Rich Economy 


36 LIFESTYLE So much money, so little to spend on — not with a lifestyle like this. 

42 SOCIAL SPENDING Have money, must spend — especially on weddings and parties. 
44 TRAVEL Been there, done that — from hunting in Mauritius to cruising off to Alaska. 
46 INVESTMENT Be careful before you let wealth managers plan investments for you. 
50 TECHNOLOGY The gizmos that help the rich stand out in a crowd. 

54 EDUCATION The rich have a new school of thought when it comes to education. 
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82 COVER STORY It seems like a bull 
run is on. So should you hold on 
to your stock or sell out? 


86 NEWS Why the labour minister 
wants to keep the EPF rate at 
9.5%, and lots more. 


88 TAXONOMICS: VINOD GUPTA 
Some sound advice on how to save on capital 
gains tax when you sell your shares. 


91 HEART BEAT Why it makes sense for you to stop 
worrying about your heart and start worrying 
about your arteries instead. 


92 MONEY TALK Acomprehensive data package that 
covers everything from your investments and in- 
surance to your borrowings. 
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6 LETTERS TO THE EDITOR 
104 EDITORIAL 


ECONOMY 


10 COMMENT: ASHOK DESAI An 
airline does not cease to be Indian 
just because the government does 
not own it; so private airlines must 
get equal rights. 


IN THE NEWS 


12 STAR CEO Peter Mukerjea defends 
the structure of Star India’s news 
and radio shareholding. 


13 RALLIS IN TROUBLE Rajeev Dubey, 
CEO of agrochemical company 
Rallis, quits leaving behind a com- 
pany in turmoil. 





Peter Mukerjea 


14 STOCK OPTIONS Now that Microsoft has stopped 
stock options, what impact will it have on India? 


BOOKS 


102 A DIFFERENT BREED A writer of natural history 
zooms in on a particular variety of homo sapiens — 
the filthy rich. He explains the psychology of the rich 
using primates, birds and mice as reference points. 
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| earning over Rs 10 lakh annually 


| inthe country. But if you speak to 


The Lives Of The Rich 


| F you believe the income tax 





department statistics, there 
are a mere 70,000 households 


Businessworld 


in India today. If you go by the 
NCAER’s estimates, there are just 
24,000 households which earn 
more than Rs 50 lakh per annum 


any senior executive in Citibank, SUPER Ri ) H 
Standard Chartered Bank or $ 3 4 
ICICI Bank, they will pooh-pooh 

both these estimates. All of them agree that there are at least 
50,000 households in the country today which are earning 
upwards of Rs 50 lakh per year. At least one senior executive 
from Standard Chartered Bank thinks that there could be as 
manyas 1.5 lakh households with an annual income of over 





| Rs 50 lakh in India today. 


Lam inclined to believe the bankers. They handle money for 
their clients — and I think they are far better at counting the 


| number of rich people than our income tax department. 
| Anyway, the exact numbers of what we dub India’s “super 


| 





rich” is less important than one incontrovertible fact: that 
the number of really rich people in the country is growing, 
and growing rapidly at that. 


You can find the evidence of that everywhere. In the super- 
luxury brands like Louis Vuitton and Mont Blanc that have 


| come here and are doing roaring business. In the shops that 
| sell washbasins costing Rs 70,000 and bathtubs worth Rs 1.5 


lakh — and have no dearth of customers for their wares. 


This issue of BW is dedicated to this growing tribe of super 
rich. A BW team comprising of deputy editor D.N. Muker- 


| jea, principal correspondent M. Rajshekhar, Aarti Kothari, 


Dev Dutt Das and Chitra Narayanan toured the world of the 


| super rich to put it together. It examines their tastes, their 


spending patterns and the entire eco-systems that have 


| grown up around them. In this issue you will find every- 


thing you ever wanted to ask about India’s rich — but did 
not know who to ask. 


While on the subject of money, we are introducing a 


| monthly personal finance section from this issue. It is on 
| page8l. 


Eh 


(AVEEK SARKAR) 
CHIEF EDITOR 
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OREIGN shores beckon the bright youths of Jet Air- 
ways, I was told by some of them. The ground crew is 
not so hot; counter staff is not so scarce in the Middle 
East, and earns no more than 2,500 Dirhams a month. 
But cabin crew is the flavour of the month; they are 


not only being offered twice as much, but, in addition, they | 


earn handsome flight outstation allowances. A stewardess 
who was away for 10 years is reputed to have come back 
with savings of Rs 15 million. That has got the dovecotes 
buzzing with excitement. 

The Middle East is a particularly voracious market be- 
cause local girls are protected from male eyes and boys do 
not fancy serving meals. But the reputation of Jet service 
standards is spreading, and other airlines are also looking at 
its well-groomed army with interest. Once it was customary 
for airlines flying to India to carry a couple of Indian stew- 
ardesses, just in case they got a passenger who spoke noth- 
ing but Indian. The staid, unsmiling staff of govern- 
ment airlines found no takers outside the 
sarkari family. But now foreign airlines 
recognise Indian cabin staff as fully com- 
parable to their own, generally better 
motivated, and more willing to work 
hard. At last a global market is open- 
ing up for Indian airline staff. 

Itis not just Jet Airways. The Mr or 
Ms India at hotel counters is equally 
attractive prey. And there is not just a 
market for fine faces; thanks to call 
centres, there is also a market for con- 
vent accents. For the first time, well- 
trained, presentable Indians are finding a 
market outside India. That is hard on the 
travel and hospitality industry; as soon as an em- 






PREGEPT AND PRACTICE 





ASHOK V. DESAI 








software; it also became a producer of software engineers. It 
replenished its labour force as fast as the US depleted it. 
Similarly, the travel and hospitality industry needs to be- 


| come a vast training school. Training for it starts early, in 


secondary schools; it should invest in such schools and ex- 
pand quality secondary education. Internationalisation of 
the labour market is a reality, America, or even Arabia, can- 
not be wished away. So one must take globalisation in one’s 
stride, and remodel one’s business to meet its demands. 
But the IT industry had one advantage: it could offer em- 
ployees frequent trips and occasional postings abroad. Jet 
Airways is precluded from doing so. The government dis- 
criminates in favour of its own airlines, and gives them a 
monopoly of international flights. They are not even capa- 
ble of using all the landing rights the country is entitled to; 
foreign airlines have far more flights to India than the gov- 


_ ernment airlines have to their countries, and would have 


AN AIRLINE DOES NOT 
CEASE TO BE INDIAN IF 
IT IS NOT OWNED BY 
THE STATE. SO PRIVATE 
AIRLINES MUST GET 
EQUAL RIGHTS 


ployee begins to add value, she is liable to get lost, and take | 


away the costly training with her. It is particularly hard on 
Jet Airways, which has achieved world-class standards and 
become one of the world’s best airlines. 

But this is how a labour market works in times of short- 
age. The infotech industry has long and bitter experience of 
it; while the IT boom lasted, programmers were likely to fly 
away to golden California as soon as they were trained. 
Sometimes they did not even bother to come back from an 
installation job they were sent to ona client's server abroad. 

The IT industry can also tell others much about how to 
cope with a transient labour force. It built up a backbone of 
well-paid, well-trained middle management with kids in lo- 
_ cal schools, designed training courses to bring callow re- 
cruits rapidly to speed, and standardised work procedures 
so well that any novice could pick up from where his prede- 
cessor left. The industry was not simply the producer of 


| 


even more if the Indian government did not prevent 
them. But the government would rather waste 
landing rights than give them to a private 
Indian airline. It forces foreign airlines to 
go into a fictitious partnership with Air- 
India and to give it a rent for the privi- 
lege of flying to India. When traffic de- 
clines, it terminates foreign airlines’ 
landing rights to keep what remains 
for its own airlines. 
These policies are against the na- 
tion's interest and the laws of eco- 
nomics. An airline does not cease to be 
Indian if the government does not own 
it; and if its own airlines have to face com- 
petition from domestic private airlines, they 
may lose traffic but national airlines will gain it. 
Private airlines must be given equal rights to interna- 
tional flights. There are three ways of doing it. The first is to 


| privatise Air-India and Indian Airlines; this course of action 
_ was sabotaged by Shahnawaz Hussain before he was re- 


moved. The second is to auction landing rights. That course 
has certain risks; it may lead to the entry of non-serious bid- 
ders, who may resell the landing rights. But safeguards can 


| be designed against the risks. The third is to merge Air-India 
_ and Indian Airlines, and to give domestic airlines landing 


rights in proportion to their share in domestic traffic. Not all 
of them will want to use them; they should be allowed to sell 
unused landing rights to other domestic airlines. The BJP. 
when it came to power, said it would introduce domestic 
competition before opening up the market to foreigners. 
Let it practise what it preached. 





The author is consultant editor of The Telegraph. 
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Audio Conferencing has shrunk the world into a 
few inches across. 


CyberBazaar is India’s leading service provider for Audio Conferencing 
& Web Conferencing with over 500 satisfied customers. We enable our 
customers to save on travel, time and expenses for physical conferences 
while enhancing productivity. All this, without investing in new equipments 
We have over 5 years specialized domain knowledge and operations 


CyberBazaar (India) Private Limited 
expertise in conferencing solutions j 


To know how we can add value to your business communication, ca Bangalore 08 
Chennai 044-28202988 - 91, Delhi 011-26535333, Hyderabad 040-23215900 or Mumbai 022-220905 


EN e Audio Conferencing e Web Conferencing e Video Conferencing e Web Casting e Analyst Meets 
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e News 


the law’ 


PETER Mukerjea rarely gets ruffled. 
Not even in the wake of the current con- 
troversy regarding the structure of share- 
holding in its news operations. Busi- 
nessworld’s Vanita Kohli Khandekar 
talked to the Star CEO last week on the 
crisis surrounding Star News, DTH, ra- 
dio and everything else. Excerpts. 


E Why is Star under so much fire? 
Partly because some people got very 
upset about the article you did (‘The 
Making of India’s Biggest Media House’ 
BW, 2 June, where we said that Star 
would soon overtake Bennett, Coleman 
and Company to become India’s No.1 
media house). They clearly got ner- 
vous. So part of it is competition. 

The other reason is the ‘foreign’ fac- 
tor. That is really big. (Star India is a 
100% subsidiary of the $15-billion News 
Corporation). Even that wouldn't have 
mattered if we were not successful. 


W isn’t Star following the law more in 
letter? It seems you don’t want to give 
up control of your news operations. 

I don't think so. We have structured the 


the law and have sought legal opinion 
before we did it. We live within the law, 


SECOND THOUGHTS 
On the way out? 


S MetLife Insurance exiting India? 

The grapevine has been abuzz with 
rumours. Two weeks ago, MetLife offi- 
cials strongly denied it. But a week 
later, MetLife sold its 34% stake in 
First India Asset Management 
Company and exited the mutual fund. 
Many are wondering if this exit from 
the fund is indicative of things to 
come, though quitting the insurance 
sector is tougher. Nobody from Met- 
Life was available for comment. Ei 


SUPRIYA KURANE 


STAR NEWS CONTROVERSY 


‘We live within 








| sales firm (both Star-owned). If the 


| in each of these firms should be X% or 


| Æ What is the Star game plan now? 


| framework as they have. 
news business totally in keeping with | 
| Œ You have no problems with diluting 
| your stake? 









we don't want to be in a market where 
we do anything illegal. This way we 
don't have anything to fear. 


E Maybe you should have waited for 
the uplink policy to be clearer. 
When we applied for an uplink licence, 
100% foreign channels were allowed to 
uplink. The policy changed to 26% only 
after we applied. 


Noissues at all ifthat is whatis required, 
but we should bear in mind that FDI is 
nota bad thing for the economy and for 
industry overall. 


E What about radio? 
There, too, we are within the legal struc- 
ture required. There is Pramod Mittal’s 
firm that owns the licences (MBPL), 
there isacontentfirmandthereisanad | W Has not being in the news business 
been an option? 
It was when we were parting with 
NDTV. Now we are in the news busi- 
ness, we are four points behind Aaj Tak, 
we have overtaken them in UP 

That is what should worry them, 
particularly if they are looking to go 
public. They would be terrified of show- 
ing sliding numbers to their investors. 


guidelines said the foreign investment | 


Y%, we would have followed those. As I 
said, we will not break the law. 


Look at the other companies in similar 
situations, whether in telecom or soft- 
drinks. We will continue to conduct our 
business entirely within the legal | W Does the list of Star News investors 
remain the same? 

(Kumaramangalam) Birla told me he 
would like to exit, but otherwise the list 
is the same. (Since this interview, Suhel 
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Radio Millennium 
Mid-Day Mumbai 
Go Win 
92.5 94.6 
Revenues from advt. receipts 27 3.8 
We all know that private FM radio — 
operators are bleeding. In all, they Licence fees 87 8.9 
have lost Rs 121 crore so far. But iiras 
how much did Mid-Day's Go (the Other expenditure 4.4 6.3 
shakiest of the lot) lose, what about PBIDT (10.4) (11.3) 
Radio Mirchi or RadioCity? Are they Ar 
any better off? Businessworld’s Depreciation 0.37 0.31 
Shishir Prasad got access to these Notional interest** 96 96 
hush-hush numbers. Have a look, 
they tell their own story. Total (loss) 13.4 14.2 


*includes preliminary, copyright, operating, marketing, administration and general expenditure 
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Seth has picked up Birla's stake.) 


W So who will you bring in? 

So many people are phoning to say 
they would like to get in, some are 
large media firms, so getting another 
investor should not bea problem. 


@ What is the current status? 

We have got a set of questions from 
the government that we have replied 
to and are awaiting their response. 


W Does that mean Star News 
continues to live with a week-by- 
week permission? 

Yes, that is a little distressing but I am 
hopeful that we will get the final ap- 
proval. We have fulfilled all that we 
were asked to do by the uplink guide- 
lines/policy. They could give us four 
weeks and get it over and done with. 
(The Mumbai High court has granted 
the MCCS appeal for VSNL to con- 
tinue uplink services to Star News.) 


@ Is Hong Kong worried? 

Yes, there is concern in Hong Kong 
and the rest of the world. What is 
worrying is that management time is 
being spent on dealing with regula- 
tory issues rather than operational 
ones. Global media and global in- 
vestors are looking at India and are 
waiting to see the outcome so they 
can make investment decisions. 


W How do you fight an issue like this? 
Let things ride their course. People 
will soon enough run out of nasty 


things to say. a 
AWAY BY THE LOST WAVES 


Radio Entertainment Music 





























Today Network Broadcast "tal 
Red FM Times Star 
93.5 98.3 91 
0.9 21.0 19.6 48.1 
9.0 25.2 22.3 14.3 
3.3 32.0 17.8 63.9 
(11.5) (36.3) (20.6) (90.1) 
0.3 3.2 2.9 74 
2.08 8.3 8.6 24.2 
13.9 47.8 321 121.4 


Figures in Rs crore for FY03 **@ 16% on capital employed 


ARPIT SHARMA 








RALLIS INDIA 
Trouble hits the Tatas again 


ing director of Rallis India called 
it quits, leaving behind a com- 
pany in turmoil. During 2002-03, the 
agrochemical company posted a loss 
of Rs 77.27 crore as against a net 
profit of Rs 58.75 crore in the previous 
fiscal. Net sales also declined from 
Rs 1,037.68 crore to Rs 845.89 crore. 
The total loss, including that of its six 
wholly-owned subsidiaries, is over 
Rs 100 crore. 

Though bad monsoons during 
2002 had put the agrochemical indus- 
try ina bit ofa 
jam, Rallis massive 
loss seems unusu- g 
ally serious. Dubey 
resigned, or, as 
some prefer to put 
it, was coerced 
into resigning, ac- 
cepting moral re- 
sponsibility for the 
loss. 

But is that the 
whole story? Al- 
though the exact 
circumstances of 
Rajeev Dubey’s 
exit are not known, 2 
the question is i 
how responsible is 3 
he for the compa- 
ny's poor performance? 

The Tata position is that he is com- 
pletely accountable. According to 
sources, the chairman of Rallis, 

R. Gopalakrishnan is very clear that 
the buck stops with the management 
for this poor performance. The decline 
in sales, for one, was really unaccept- 
able. Says a source: “Rallis’ perfor- 
mance is the worst among agrochemi- 
cal companies.” 

Besides, there were some gover- 
nance issues as well. A part of the loss 


[L's week Rajeev Dubey, manag- 





IRA 


- is due to unsold stocks in Andhra 


Pradesh, which was allegedly mis- 
managed by an employee. 
In another instance, the auditors 








had to force some changes in the way 
the pension fund was being managed. 

The Tatas, who own 48% of Rallis, 
will need to decide how much money 
to pump in to recapitalise the com- 
pany. It’s estimated that about Rs 200 
crore may be required to get the com- 
pany back on its feet. 

However, Dubey sympathisers 
have a slightly different spin on the 
story. Dubey, a 1975 cadre Tata Ad- 
ministrative Service (TAS) man, joined 
Rallis in 2000 from Tata Metaliks. This 
was right after Vinay Rai, a protégé of 
Darbari Seth, had 
finally been ousted 
from Rallis. Ac- 
cording to sources, 
a lot of Rallis’ cur- 
rent problems are 
the legacy of Rai’s 
reign and go back 
5-6 years. Unre- 
lated diversifica- 
tions like pharma- 
ceuticals were one 
such issue. 

According to 
sources: “A lot of 
these people were 
around when the 
decisions were first 
taken and now 
they have to come 


| to terms with the fact that some of 
| them were not entirely right.” 


After his arrival, Dubey seemed to 
unleash a flurry of restructuring; the 
pharmaceutical business was sold, 
labour force was reduced by about 
40%, six factories were shut down, 
and borrowings reduced. This was go- 
ing well. In fact, the company even de- 
clared a Rs 12 dividend per share last 
year. But the recovery proved really 
short-lived. 

For a group that prides itself on 
squeaky-clean corporate governance 
issues, it sure has had its share of trou- 


bles recently. eg 
RADHIKA DHAWAN 
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OUTSOURCING 


US gets shrill 
on visa issues 


OLITICIANS from the US, 
the world’s most progressive 
economy, are intensifying 
their clamour for protec- 
tionism. Last week, Republi- 
can Tom Tancredo introduced a bill to 
terminate the H1B visa program (HR 
2688). Tancredo followed it with an im- 
passioned speech on the floor of the US 
House of Representatives. Naturally, his 





was the language of politicians. It de- 
fied common business sense. Excerpts: 
@ We were told by the mavens of indus- 
try that in technology, we could not hire 
enough people. So we had to grant H1B 
visa status to 165,000, at least, every sin- 
gle year. Let them stay for six years. We 
now have 4 or 5 million people here in 
the US on H1B visa status. 

@ HIB visa holders are fine for people 









looking to better their 
own lives. But my job 
is not to make sure 
that every unem- 
ployed person in the 
world is given the op- 
portunity to take an 
American job. 

@ Right now, the 
most significant 
threat we face to this 
country comes from an immigrant 
people who are here either legally or il- 
legally, who are not US citizens and are 
here to destroy this nation. 

@ Starting with the last quarter of the 
Clinton administration, the economy 
has begun a slow but steady descent 
into what is now undeniably a reces- 
sion. Unemployment figures are higher 
than in well over a decade. In high-tech 





MICROSOFT CORPORATION 
The stock options gamble 


that it would only issue stock awards (restricted stock) in the future. “There 


L AST week, Microsoft decided to do away with stock options and announced 


will be no new stock option grants from Microsoft. Instead, we will award 
actual stock to our employees,” Steve Ballmer, CEO, Microsoft, announced. Ballmer 
and chairman Bill Gates, however, will not receive stock awards. 
With options, the employee had to bear the risk of a fall in share prices during 
the vesting period. But what's the advantage? With restricted stock employees 
could still make money even if stock price declines during the 














period. That makes a big difference because a bulk of 
Mircosoft’s options are currently underwater (quoting 
below issue price). But, the issues of restricted stock 
has to be expensed in the profit and loss account, 
something that Microsoft rivals, both large and 
small, are uncomfortable with. Here is what Indian 
IT CFOs felt about the landmark decision. 

“Microsoft is shutting the stable when the horse 
has bolted. In the 1990s, it created several million- 
aires. But this was not on a fair value basis. 
Corresponding hits to profits were not 


made,” says Ravi Ramu, chief financial of- 
ficer, MphasiS BFL. 
“Microsoft's idea is to increase em- 
ployee motivation. Also, start expens- 
ing stock options issued earlier, It was 
not accounted for earlier. Now they 
are following a fair value model of 
accounting,” offers PK. Sanghi, CFO, 
Nucleus Software. | 
SHELLEY SINGH 





TIMES FM 
The foreign 
connection 


HE Times group has always op- 
posed foreign investment in any 
part of the Indian media, includ- 
ing the radio business, But it is also the 
only group which has attracted foreign 
capital in its FM radio business. In fact, 
the FII CDPQ has effectively taken a 20% 
stake in the Times group’s FM business, 
albeit through an indirect route. 

Information and broadcasting min- 
istry guidelines allow FIIs to invest up to 
20% of the capital of a radio company, 
but the Securities and Exchange Board 
of India (Sebi) doesn’t allow any single 
FII to own more than 10%. 

In February this year, when the 
Times group raised $1 1.8 million at a val- 
uation of $59 million for its FM busi- 
ness, it routed the investment through 
two sub-accounts, which belonged to 
the same FII, CDPQ. The FII picked up a 
10% stake each in the two group compa- 
nies, Times Infotainment and Entertain- 
ment Network (See “Times FM Equity 
Make-Up’). 

But why didn’t Bennett sell the entire 
20% in Entertainment Network to 
CDPQ? After all, any investor would 
want his stake to be in a company that 
has all the assets and value rather than in 
a holding company. 
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jobs hundreds of thousands of peo- 
plehave been laid off. 

' M Why do we still have HIB visa 
holders in the light of the fact that 
there has. been a significant turn- 
down in the economy? There are | 
powerful interests who want the H1B 
visa status to be expanded, certainly 
maintained, because they get many 
workers here at a lower price than | 
they can hire American workers for. 
@ What we now call multinational 
corporations could not care less 

about America. Their interests are 
their bottomlines. 

ER | do not think we need them (HIB 
visas}. [do not think we needed them 

* when we passed them. I think we did 
‘itas.a favour to some large corpora- 

“tions in the US. 

SHELLEY SINGH 











TIMES FM EQUITY MAKE-UP! 














BENNETT COLEMAN CDPQ 
90% stake 4 
10% sold 
[TIMES INFOTAINMENT, "$58 
| (has 360° — an event 
[management company) | 
[ENTERTAINMENT | 19e sold 
NETWORK INDIA LTD. | million 





‘(owns all radio business | 
assets} 








ARPIT SHARMA 


Runs radio operations in 6 cities 





According to sources close to the sit- 

uation, this step needed to be taken be- 
cause otherwise the FH would have con- 
_ travened the Sebi regulation. “According 
Sebi, no single FII can pick-up more 
ian 10%,” explains Kishor Joshi of 
ishith Desai & Associates, a law firm. 
_ Businessworid contacted A.P. Parigi, 
managing director and CEO, Entertain- 
ment Network (india), the company that 
he Radio Mirchi brand and opera- 
yut failed to get a response. 
ut, in effect, the foreign CDPQ does 

20% of Radic Mirchi. “They have 













i pposed companies Tike Star! 5 invest- 
s, what did they do when 

itca deal themselves?” asks 
a the CEO of a rival FM radio company. $ 
F 3 : SHISHIR PRASAD 

















LELI |? LINES 


by NIRANJAN RAJADHYAKSHA 


HERE are signs that a new 

round of currency wars are 
about to break out. 

Earlier this month, a meeting of 
European and Asian finance 
ministers ended with a bland call 
for an “orderly and fairly shared 
adjustment of international 
imbalances”. In simple English, it 
means that Asian countries — 
especially China and Japan — will 
have to pare down their huge 
current account surpluses. How? By 
letting their currencies appreciate. 
But that's easier said than done. 
China is close to deflation and 
Japan is deep into it. Stronger 
currencies will further fuel the 
deflationary trend. So it is 
extremely unlikely that these two 
xenophobic nations will let the 
yuan and the yen appreciate. 


F China manages to keep its 

currency steady despite 
international pressure, then India 
has reason to worry. The rupee’s 
rise against the dollar has not held 
back our exports because the 
currency has, at the same time, lost 
ground against the euro and other 
major currencies. So the real 
effective exchange rate (REER) — 
which takes into consideration the 


rupee’s movement against a basket | 


of currencies — was stillin 
reasonably safe territory. 

However, many private research 
houses now believe that the rupee 
is overvalued in terms of the REER. 
The latest data from the Reserve 
Bank of India (for April 2002) 
suggests that this could, indeed, be 
the case. 


e 


HE Centre For Monitoring Indian 
Economy (CMIE) expects the 
economy to grow at 6.5% this year. 
The Crisil Economic Research Centre 

says that economic growth will be 





| The top three aluminium companies 


_ share of the top five players has 
| dimbed in several other industries © 
__ as well: 85% in tyres (compared to 


| in 1997); 38% in paper (32%) and 
| 70% in petrochemicals (45%). This 
| is in addition to the growing 


_ ice-creams. 


| fear of monopolies invades the 





} 
i 
: 


6.4%. Most economists are also 
talking about similar numbers. if 
things pan out as expected, India is 
about to see growth levels not seen 
since 1998-99. That would be 
rather welcome. 


æ 


NAM Securities, in a recent 
research report, has shown how 
Indian industry is consolidating. 


in the country accounted for 77% of 
the total production in 1997. Now 
they account for 100%. The market 


72% in 1997); 61% in cement (32% 


concentration in consumer 
categories like soaps and 


How long will it be before the 
public mind? 
@ 


HE stock market rally continues- 
to be powered by foreign 
money, and so, a lot depends on 
what happens i in the world mark 

. But the 


and equity maïkets i is 


_ inconsistent. Here’s why. The oly, 
| in bond prices is based on 


expectations that central banks will 

continue cutting interest rates to 

fight deflation. Falling prices are 

bad for corporate earnings, at 

hence, equity prices. So why ; are 

they rising? 
In the current situation, 

can either have a bond ra 


| stocks end but see b 


i 


į 
l 


own oS tes ic 


_ depend on it. 
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ITAN will un- 


veil a new range 


sometime this 

August. No, it’s 

not watches 
or jewellery — this 
time, the Bangalore- 
based company is 
test-launching fashion 
accessories. So watch 
out for sunglasses from 
Fastrack, a Titan sub-brand 
aimed at the youth. Leather 
accessories such as belts, 
purses and bags will follow. 
The company is still working 
out the pricing and communi- 
cation strategy for the new 
products, but they will be 
aimed at the mid-market level. 


Such brand extensions are common in the accessories and 


fashion business, Swatch and 
examples. 


Titan is not aiming for big revenues from these product cat- 
egories. Sunglasses, for example, will not account for more 
than 1/15th of the company’s turnover. But it’s still an interest- 
ing foray on one account — Titan can no longer afford to invest 


big bucks in new ventures. 


Bhaskar Bhat wants to make its existing assets sweat harder to 
grow revenues and profits. “We have lost some of our risk ap- 
petite plus we no longer have the resources to invest in a new 


brand launch,” says Bhat. 


The new philosophy of squeezing more out existing assets 






not only includes the brand 
Titan (which will be ex- 
tended to other prod- 
uct categories) 
but also the 
company’s 
manufacturing 
assets. Titan has 
just started ven- 
turing into new areas 
like precision engineer- 
ing — making components 
for the aerospace industry or 
dashboard «clocks for car 
manufacturers. 

When Titan had forayed 
into jewellery a few years ago, 
the watch business was highly 
profitable. Today it is under 
tremendous pressure; sales 
have stagnated at Rs 460 crore for the last two years. More so, 
the company has lost heavily — almost Rs 65 crore— on its Eu- 
ropean operations. 

Tanishq, which sees itself as a retailing brand, is finally prof- 
itable, but can only hope fora steady 5% profit margin, which is 
much lower than the 11% margins on watches. 

Titan is also trying out an experiment in retailing: it has set 
up common outlets (10 of these), which have the Titan and 
Tanishq showrooms in the same premises. That’s another ex- 
tension of the new philosophy of making assets sweat more. 
Bhat sums it up rather aptly: “This, we find, is a more cost effec- 
tive way of expanding.” w 
MITU JAYASHANKAR 





Eyeing a new 
market 


Calvin Klein being well known 


So Titan’s managing director 











AS vice-president (India Operations) of 
Oracle Corporation, Ranjan Chak cre- 
ated one of the most successful offshore 
development centres in India. Subse- 
quently he handled Oracle's Asia Prod- 
uct Services organisation. Now, after a 
nine-year stint with the services soft- 
ware major, Chak has joined Oak In- 
vestment Partners, a Silicon Valley ven- 
ture capital firm with $4.2 billion 
under management. Oak, in the past, 
has invested in companies like Com- 
paq, Seagate, Polycom, Sybase and Ink- 
tomi. Chak shares his new mandate 
with Businessworld’s Shishir Prasad. 


E Have you joined Oak to look at 
India specific investments? 

Half a dozen of our portfolio compa- 
nies are working with India in signifi- 
cant ways. In fact, the bulk of Talisma 
Corporation's development, market- 
ing and technical services staff have 
been in Bangalore since the company 
was founded in April 2000. Another 
portfolio company, Apogee Networks, 
has had a development centre in Ban- 


ARAVIND TEKI 


galore for over a year. 

Other companies are working with 
independent service providers for 
software development and BPO ser- 
vices out of India and some have just 
started setting up operations in the 
last few weeks. There are now hun- 


RANJAN CHAK 
“India is a 
major partner” 





dreds of professionals working in In- 
dian operations, directly or indirectly, 
for Oak portfolio companies. My join- 
ing helps us have a direct physical 
presence, to assist the existing Indian 
operations, to advise our portfolio 
companies on their strategies for 
working with India, and also to explore 
opportunities for new investment in 
significant Indian companies. This is 
clearly a quantum leap in our focus on 
India; with our active encouragement 
and support, I expect to see a greater 
push into the country. 


@ From a venture capital point of 
view, how do you view India? 

I see India as a major partner for our 
portfolio companies. In addition, In- 
dia is a growing market in its own right, 
as the domestic market has started to 
mature. Of course, one has already 
seen individual success stories of ven- 
ture investment in India companies; 
while I have not focussed on this area 
as yet, I am sure we will find such op- 
portunities in the future. | 
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uiaj : FOLDERS, FILING SYSTEMS AND STATIONERY 


Boost your organizational prowess. And let your assured, S Oo i Ch ; 
confident, with it style speak. It's all so easy when you 
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ROM No. 33 to No. 18, India 15.14 million GSM-based mobile sub- 
has made a bigjump. Weare | scribers and 2.08 million CDMA-based 
talking of mobile telecom mobile subscribers in India. That makes | 
subscriber base rankings ita total of 17.22 million subscribers. 

here. According to figures | Entering the Top 10 should not be | 


compiled by the Geneva-based Interna- | difficult since the Indian GSM-based 
tional Telecommunication Union (ITU), | mobile market has been growing annu- | (38.8 million) and Russia (35.5 million). 





India has been one of the fastest grow- ally at over 80%. At that rate, the GSM | Theleader again is China with 214.4 mil- 
ing large mobile markets in the world ‘ subscriber base should be in the region | lion subscribers, followed by the US (190 
moving up 15 notches between 2002 | of 25 million subscribers by next March. | million) and Japan (74.5 million). 
and 2003. Add to that the growth in CDMA and 30- | 

CAMERA PHONES 


Don’t talk, aim and shoot for biz gains 


for frivolous applications like snaparazzis, moblogging 

and celebing, etc., think again. Multi-media messaging 
services (MMS) are finally beginning to pervade the business 
domain as well. 

Yogesh Samat, chief operating officer, Barista Coffee Com- 
pany, is among the growing list of executives who are using 

their camera phones as a business effi- 

g ciency tool. On an average, Samat 
shoots at least 2-3 pictures every day 
on his mobile phone. These could be 
pictures of possible new store loca- 
tions, interesting new displays at any 
of the 130-odd Barista outlets, mes- 
sages left by Barista customers on the 
outlet notice boards, or even pictures 
of a competitor's outlet. He sends 


| F you thought mobile phones with cameras are used only 


In March 2002, India had fewer sub- 
scribers than Chile (5.3 million; rank 32), 
Malaysia (7.1 million; rank 24) and | 
Canada (9.9 million; rank 18). In March | 
2003, India had 12.68 million sub- | isahuge opportunity for growth in the 
scribers. But it still has fewer subscribers | coming years. 
than Thailand (16.1 million; rank 15)and | 
Russia (17.6 million; rank 14). 

However, if India continues with the 
same growth in both GSM- and CDMA- 
based mobile services, by March 2004 it 
could just about make it to the top 10. As- | awhile, though. 
of now, Spain with 33.4 million sub- 
scribers has the 10th largest mobile sub- 
scriber base. As of end-June, there are 





TELECOM 


Dial India for 


growth 





these pictures to the mobiles of his col- ue 
leagues or store managers, or his email ac- 
count and later emails them to the con- __ 
cerned executives, His mailbox has over 60 
such pictures at any given time. — 
"The kind of applications that camera 


phones enable is amazing,” says Samat. "The camera ; 
phone is now being used by sales teams to show their bosses 
how displays are made at locations scattered across the coun- 
try,” says Anuj Kapoor, country head (telecom) marketing and 
infrastructure, Samsung Electronics India. Such phones can _ 
also be used to inform headquarters about changes that com- 
petitors have made in the marketplace. That is something an 
ordinary telephonic discussion just cannot achieve. Most im- 
portantly, it enables faster decision-making at all levels. After 


all, a picture is worth a thousand words. 


-ANUP JAYARAM aM. ANAND 
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| million-plus is eminently achievable. 
| Also, considering that overall tele-den- 
sity in the country is in the region of 5% 
— that’s way below global levels — there 


But why are we harping about tele- 
com subscribers? Tele-penetration is of- 
ten a lead indicator of economic growth, 
that’s why. Breaking into the Top 5 mo- 
bile subscriber base markets will take 
That’s because, the 
| sixth-largest mobile market is the UK 
| with 49.9 million subscribers. The top 
three are China (206.6 million) the US 
(140.7 million) and Japan (79 million). 

However, in fixed lines, India has just 
made it to the fifth largest subscriber 
base with 41.2 million subscribers, Last 
year, it was seventh with 34.73 million 
subscribers. Now, it has overtaken Brazil 


ANUP JAYARAM 
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_vil and 
«ces to stop 
. of the BJP-led 
government in next 
_ va’s Lok Sabha elections. It 
was a big step to take for a 
party convinced of its own 
invincibility, but after spend- 
ing seven years on the mar- 
gins of power, the Congress 
has bowed to the inevitable. 

While seat adjustment 
nitty-gritties are yet to be 
thrashed out, the party has 
identified five potential part- 
ners. They are Laloo Prasad Yadav’s 
Rashtriya Janata Dal in Bihar, Mulayam 
Singh Yadav’s Samajwadi Party in Uttar 
Pradesh, Sharad Pawar’s Nationalist 
Congress Party in Maharashtra, 
M. Karunanidhi’s DMK in Tamil Nadu 
and the Left Front. With the first four, the 
Congress is hoping to seal pre-poll pacts. 
With the Left Parties, its main competi- 
tors in West Bengal and Kerala, it is look- 
ing at a post-poll arrangement. 

The contours of a ‘secular’ alterna- 
tive to the NDA are thus slowly emerg- 
ing. The million-dollar question, how- 
ever, remains unanswered. Will Sonia 
Gandhi be the prime ministerial candi- 
date of this front? In Simla, spokesman 
Jaipal Reddy merely stated that she 
would lead the Congress party. The 
sankalp (resolve) document released at 
the end of the three-day meet ignored 
the issue completely. 

However, there were enough hints in 
the manner in which Sonia was subtly 
projected as the natural leader of the 
anti-communal forces. Congress 
sources said it was meant to be a trial 
balloon to gauge the reaction to the 
prospect of ‘prime minister’ Sonia 
Gandhi. “Let there be a debate on the is- 
sue so that it is settled once and for all 
before the campaign begins. We don't 
want the question to come up on the eve 
of elections,” said a senior party leader. 





CONGRESS PARTY 


Congress workers eagerly describe 
the changes in Sonia to emphasise her 
suitability and her growing ease with the 
political milieu. For instance, she quite 
happily entertains Laloo Yadav to dinner 
at 10 Janpath. Mulayam Singh and Amar 
Singh are said to be in regular touch with 
her. Left leaders like Harkishan Singh 
Surjeet, Sitaram Yechury and Somnath 
Chatterjee are frequently invited for dis- 
cussions or consulted over the tele- 
phone. Sonia even swallowed her pride 
to invite Sharad Pawar, who first raised 
the foreigner issue, for a pre-Budget ses- 
sion Opposition meet at her residence. 

The party’s prospective allies have 
responded carefully to the signals from 
Simla. Mulayam Singh went on record to 
say that the foreigner issue was dead 
while Amar Singh merely said the Con- 
gress had the right to choose its leader. 
NCP spokesman V. Chavan conceded 
that his party may reconsider its stand 
now. However, except Laloo Yadav, who 
makes no bones about his willingness to 
accept Sonia as PM, none have commit- 
ted themselves. 

Ultimately, everything depends on 
the numbers. The Congress can dictate 
terms only if it emerges as the single 
largest party close to the 200 mark. On 
the other hand, if the Third Front parties 
together get more than the Congress, 
they will chart the future of the 14th Lok 
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‘ks-off pre-election alliance talks 


Sabha. “If we could produce a 
Deve Gowda in 1996, we can 
find someone again,” says a 
Left leader. 

The numbers game has 
its own ruthless logic. The 
way the deck is stacked, the 
Congress and its potential al- 
lies have limited options to 
replace the NDA. In Uttar 
Pradesh, the Congress is an 
also-ran. The SP is a strong 
force but it faces a formidable 
challenge from the BSP-BJP 
combine as is evident from 
the results of the recent Chi- 
raigaon assembly bye-elec- 
tion. This SP citadel was 
snatched away by the BSP- 
BJP alliance. In Maharashtra, 
the Congress and the NCP are reeling 
under the anti-incumbency burden of 
being in government. They also have to 
contend with a resurgent BJP-Shiv Sena 
partnership raring to go under a fresh 
new leader in Bal Thackeray’s son, 
Uddhav Thackeray. 

In Tamil Nadu, the DMK is being 
edged out of the NDA by the AIADMK 
whose leader Jayalalithaa is aggressively 
wooing and being wooed by the BJP. 
There's only one way for it to go — to the 
Congress. And the irony is that the Con- 
gress, despite suspicions of the DMK’s 
involvement in Rajiv Gandhi's assassi- 
nation, is ready for an alliance. The ice 
was broken some months ago when 
DMK leader Murasoli Maran had a se- 
cret meeting with Sonia. The DMK’s only 
condition: the Congress should give it a 
clean chit in the Rajiv murder case. 

Laloo Yadav and the Left are perhaps 
the only ones on sure ground electorally. 
Yet, they have hitched their wagon to the 
Congress, realising that a non-BJP for- 
mation at the Centre is impossible oth- 
erwise. Although there are many hurdles 
to cross before a ‘secular’ front takes 
shape, events are moving inexorably to- 
wards a bipolar contest. But Sonia and 
the Congress will have to wait till the fi- 
nal tally to see whether they can bargain 
for the top job. E 
ARATI R. JERATH 
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they come from? 


T’S not easy to find the FCML store. It lurks inside a non- 
descript lane off the Mehrauli-Gurgaon road. Most peo- 
ple speeding along this highway barely notice it. But, 
every once in a while, an expensive car slows down as it 
nears the lane, and gingerly turns in. At the end of the 
lane is a white-coloured building on the right. That is 
where FCMLis. 

It's an intriguing shop to visit. Go up to the second floor and 
you will be nonplussed. It’s large, about 5,000 sq. ft, and all of it 
devoted to washroom paraphernalia — washbasins, bathtubs 
and shower cabinets. The shop is nicely laid out. The lighting is 
pleasant. Small enclosures, designed to mimic a washroom, 
house every washbasin and bathtub. The air-conditioners hum 
imperceptibly. Your eyes idly flit over the price tags... 

You slowly realise this is the most expensive bathroom 
equipment you have seen. The shop assistant gestures towards 
a large washbasin. “This is the one most people buy,” she says 
helpfully. “Rs 70,000.” The taps are just as expensive — there is 
one for Rs 46,000. There is a bathtub, the one that sells like hot 
cakes, that costs about Rs 1.5 lakh. Some months ago, Vijay 
Mallya spent Rs 50 lakh in a single shopping expedition. You 
see some people examining the display. Not faces you'd recog- 
nise easily. About five people walk in every day, the shop girl 
tells you proudly. And out of every five, four pick up something. 
The average spend at the store is Rs 2 lakh. Flush with money 
takes on a whole new meaning. 

Take cosmetics. There’s a label called La Prairie that de- 
buted here in the second half of 2001. It’s a French brand that 
sells cosmetics. Their trousseau package is priced between 
Rs 80,000 and a lakh. Anthony Rodriguez, the general manager 
of cosmetics and skincare marketer Euro Traditions’ Indian op- 
erations, says that he sells around 20 such packages a month; 
that’s a turnover of Rs 2 crore a year. Rodriguez claims his busi- 
ness has been seeing a 25% year-on-year growth. 

Or take watches. Last month, Christian Dior watches 
launched here. Ravi Thakran, managing director (Asia-Pacific), 
LVMH, makers of Dior, says he expects to sell between 8,000 
and 10,000 watches, each priced at Rs 30,000, in the first year. 
More recently, last week really, ex-cricketer-turned-entrepre- 
neur Dilip Doshi brought JeanRichard watches to India. He's 
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What’s driving them? A look at the 
league of extraordinary rich. By M. Rajshekhar 
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had some experience in selling luxury labels in India. Six years 
back, Doshi had launched Mont Blanc here. Doshi expects 
quite a few Indians to buy JeanRichard. “It starts at around 
Rs 70,000 and then climbs to Rs 2 lakh, so it’s not beyond the 
means of many people in this country,” he says helpfully. By the 
way, JeanRichard makes no more than 8,000 watches annually. 

Or take accessories. Walk into The Oberoi, Delhi, and you 
cannot miss the shiny new Louis Vuitton shop that opened this 


February. It’s the only one in India. And it sells between 15 and | 


20 products a day, with the median value of the sale at Rs 40,000 
per item. (“The business is double of what we expected,” says 
Prasanna Bhaskar, retail manager for Louis Vuitton in India.) 
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banks 


Lladro, one of the world’s best known names in porcelain, sold 
its entire stock of 2,000 Lord Krishna figurines, each for around 
Rs 80,000, even before they were formally launched. Visit any 
of the major shopping districts in the major cities and you will 
be assailed by brands such as Hugo Boss, Cerutti, Valentino, 
Armani, Zegna, Versace, Chopard, Swarovski and Omega. 

It doesn't quite end there. Bentley, that ultimate automotive 
symbol of wealth, has announced plans to enter the country 
soon. DaimlerChrysler is thinking of launching the Maybach. 
Aman Resorts, considered the snobbiest hotel in the world, is 
opening in New Delhi, while Samsung executives speak about 
how their plasma TVs and side-by-side refrigerators, both 
priced in the lakh-plus category, are selling briskly. 

And it’s not just foreign stickers that are making a splash. 
Designer Tarun Tahiliani has recently launched a prét range of 
T-shirts for women done in precious stones and on miniature 
painting themes. These Ts are priced between Rs 6,000 and 
Rs 11,000, and sell around 300 each month. The demand, 
Tahiliani estimates, is 50% higher still. Indus International 
School in Bangalore has 200 students. Its annual fees: Rs 2.65 
lakh-Rs 3.05 lakh. We could go on. 

So, what's happening? 

This is a question that’s been vexing us for a while. It is clear 
that international companies have begun taking a more nu- 
anced look at the Indian market. If the first rush comprised 
middle-rung, mass-market brands, the latest wave is bringing 
premium brands. Does that mean we are in the midst of a shift 
that’s begun to redefine the top end of the market? Is there a re- 
classification of users happening out in the bazaars? Unknown 
to many, have Indians suddenly become a whole lot richer? If 
so, how many rich are there? Where are they coming from? 
Why have consumption patterns altered dramatically? 

This issue in your hands tries to answer such questions. To 
understand what is going on, we spoke to a range of people — 
sociologists, private bankers, marketers, shopkeepers, compa- 
nies, advertising and market research professionals, the rich 
themselves, and people in the service economy that has 
sprung up to pander to the rich. The first task was to under- 
stand how many rich are there. 


E the middle of last month, Merrill Lynch and Cap Gemini 
Ernst & Young released the 2003 World Wealth Report. Its es- 
timate, that 50,000 Indians have more than $1 million (about 
Rs 5 crore) salted away in financial investments, triggered a 
brief frisson of activity all round, especially in the media, which 
brought out a flurry of articles on rising salaries, wealth man- 
agement and so on. 

For sometime now, the National Council for Applied Eco- 
nomic Research (NCAER), too, has been coming out with 
numbers of the wealthy. It claims that the super rich — house- 
holds with annual incomes of Rs 50 lakh or more — are 24,000 
in number. And then, says the government institution, there 
are about 103,000 households that earn over Rs 20 lakh annu- 
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ally. Now given the flurry of activity, we thought we'd compare 
NCAER's statistics with those from private bankers, guys whose 
job it is to track the rich. And we discovered that while every- 
body seems comfortable with NCAER’s definition of the super 
rich (Rs 50 lakh plus), nobody quite believes its market esti- 
mates. Equally, many dismissed Merrill’s numbers. In fact, 
when it comes to getting a handle on the rich, nobody believes 
anybody else's numbers. There is no consensus. 

Take Vikram Issar, who handles wealth management at 
Standard Chartered. He pegs the number of the super rich 
households at 150,000. His counterpart at DSP Merrill Lynch, 
the largest player in wealth management, Nikhil Kapadia, pro- 
jects the market at anywhere between 50,000 and 100,000. 
Their equivalent at Citibank, Amit Sah, thinks the right number 
lies between 50,000 and 75,000. And, if you ask HSBC, its head 
of premium banking, Vijay Venkatram, estimates it to be no 
more than 24,000. The bottomline: the number of the super 
rich households can range from 24,000 to 150,000. 

Banks arrive at this number through studies of their own. 
ICICI Bank head of wealth management, Amitabh Chaturvedi, 
routinely acquires databases of top shareholders, people 
notching up over, say, Rs 50,000 a month on credit card bills, 
people living in posh suburbs, families with club member- 
ships. “It’s impossible to say how many different databases we 
have accessed so far,” he says. His estimate of 
the super rich: 30,000-50,000. 

Now, though banks may trash each other’s 
estimates, they do unanimously agree that their 
wealth management business is growing. Mer- 
rill Lynch's Kapadia believes the market is still in 
its infancy. His division, which is experiencing 
growth in what he demurely calls “very healthy 
double digits”, shows no signs of slowing down. 
Some comparisons: according to SRI Consult- 
ing Business Intelligence, a Princeton-based re- 
search outfit, the number of households with a 
net worth (house excluded) of over $1 million 
has gone up from 3.9 million in 2000 to 5.4 mil- 
lion in 2002, the recession notwithstanding. 

With official numbers not proving very use- 
ful, BW began looking for other ways to shine 
some light on the total population of the uber 
rich. The obvious place to go to for answers 
would be the income tax department. But see- 
ing that the IT department, first, shoehorns the 
returns of everyone earning over Rs 10 lakh into 
one carry-all category and, second, believes only 
70,000 people file returns declaring an annual in- 
come over Rs 10 lakh, it was clear we would have to look else- 
where (See ‘Taxpayers Ko Gussa Kyon Aata Hai’, BW, 3 March). 

What about companies that sell to the rich? We ran into a 
roadblock there too. None of the established Indian companies 
target the country’s super rich. They prefer to target people 
earning between Rs 10 lakh and Rs 25 lakh. Some of the new 
players like Louis Vuitton said they had entered the market 
based on psychographic studies rather than demographic 
ones. “The assumption is that people earning over Rs 50 lakh 
can go overseas for all their shopping anyway,” says Meena 
Kaushik, the head of Quantum Market Research. 

That left us with proxies — consumer goods the sales of 
which can be correlated to the numbers of the super rich. The 
US has the yacht index. The number of yachts ordered every 
year corresponds closely to the ebbs and tides of the stockmar- 
ket. Could the Mercedes-Benz be such a barometer for India? 
That sounds simplistic. All rich dudes in India are not being 








The opulent opiate 


NY discussion on changing attitudes towards wealth and 
A consumption is incomplete if it doesn’t examine the role 

essayed by the media. Take the two photographs accom- 
panying this box. They tell an evocative story. The first, from Bimal 
Roy's Devdas, released in 1955, and the second, Sanjay Leela 
Bhansali’s Devdas, released last year, show just how far we have 
travelled — in terms of attitudes toward money. 

There has been a sea change in the way the Indian media por- 
trays wealth. Bimal Roy, maker of social films like Sujata and 
Bandini, portrays Paro, Devdas’ love, as the girl next door, dressed 
in simple cottons. Half a century later, Sanjay Leela Bhansali gives 
the story, and Paro, a makeover. 

Just after Independence, when the country was struggling to 
its feet, films borrowed heavily from the ideology of that era. The 
village was romanticised. The rich were regarded suspiciously. 
Their wealth was not right in a country where poverty was wide- 
spread. Take a Do Bigha Zameen. The city was a place where 
everyone was chasing wealth. 

A lot of the films in this era ended with the protagonist setting 


Suchitra Sen in Bimal Roy’s 1955 Devdas (L) and Aishwarya 





chauffeured around in a Mercedes. But we considered it any- 
way. Every year, DaimlerChrysler sells 1,500 cars in India. Now, 
expand the definition to include all D segment cars in the mar- 
ket — the Accords, the Camrys, the Sonatas and the Octavias. 
Lump ‘em all together, and that adds up to 7,000 cars a year. 

Meanwhile, we began accessing databases, the kind com- 
panies use to scope the market. As per one database we laid our 
hands on, the population of luxury car owners (Hondas, 
Hyundai Sonatas, Mercedes, and the like) was 150,000. Some 
other numbers the database threw up: there are 50,000 individ- 
uals who were members at premium clubs, 25,000 families take 
an international holiday every year, there are 56,000 bungalow 
and villa owners in the big cities, 500,000 households live in 
premium localities in urban India, and there are a million own- 
ers of premium appliances — air-conditioners, microwaves 
and 29 inch-plus colour TVs. 

Clearly, while statistics did point out that there were enough 
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back for the village. It is easy to see how this trend continued with 
Amitabh Bachchan. The rich were the bad guys. If not the villains, 
then the sidekicks. 

Consider television too. Remember the hit soaps of yore? The 
Hum Logs, the Nukkads and the Buniyaads? Today, here again, 
there is opulence everywhere. As S.K. Goyal, the head of the 
Institute of Social and Industrial Development, says: “When people 
in these soaps talk today, they don’t talk in terms of thousands or 
lakhs any longer. The unit of currency they are using now is 
crores.” A few days ago, he was watching a soap where a charac- 
ter blithely says he will move the Rs 500 crore he has lying about 
in Australia to India. 

What has changed? Is the media still holding up a mirror to 
Indian society? Probably, yes. The big change certainly coincides 
with the opening up of the economy, an increasingly affluent mid- 
dle class, the rise of the salaried, new goodies in stores, perhaps 
even the advent of international television channels with similarly 
affluent imagery. However, they are also fanning the aspirations of 
a billion people further. = 


Rai in the 2002, Sanjay Leela Bhansali version 


There are two kinds of people on earth. 
The who’s who. And the who’s he. 
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well-heeled people in India, it failed to show how many exactly 
there were, what they earned, etc. As strategic marketing con 
sultant Rama Bijapurkar says: “No one knows how many rich 
there actually are. All we have are some numbers, which every- 
one simply accepts on face value.” According to her, this only i 
lustrates a larger point she has been making about a surfeit of 
fuzzy data on household income. The only way to arrive at the 
real numbers, she insists, is to carry out a more rigorous in 
come survey than anything attempted so far. The numbers 
tom-tomed by the NCAER are simplistically based on self-de- 
clared income. And you know how willing us Indians are when 
it comes to telling the government just how much we earn! 

Numbers can do two things. They can either instantly cor- 
roborate any theory. Or, they can offer little more than pointers 
— spoor for a hunter. Eventually, to understand what is going 
on, we decided to ignore the numbers and concentrate on what 
every one was saying — the numbers are rising. Is that true? 
And if so, how fundamental are the forces driving that? 


.N. Panini teaches sociology at the Jawaharlal Nehru Uni 

versity’s Centre for the Study of Social Systems. He looks 
the quintessential professor, a haversack slung over his shoul 
der, a bottle of water tucked into the webbing on its side 
clothes crumpled, hair untidy. In 1978, Panini did his thesis on 
entrepreneurs in Faridabad. This was a resettle 
ment colony set up near Delhi to house people 
from Pakistan. He found that nearly all of them 
bumped into a ceiling. They were either ham 
strung by poor education or had poor access to re 
sources. It was Licence Raj. A handful of powerful 
industrial houses ruled the roost. Says Panini 
“The big guys had the contacts. The climate was 
socialist and it did not reward enterprise.” The en 
trepreneurs of Faridabad represent a story that 
has played out across India for over 40 years 
from Independence till 1991. 

Liberalisation unshackled an army of entre 
preneurs. At the same time, new routes to rich 
dom came about. Trading and manufacturing 
have always been the traditional way to earn 
riches. That’s how the Birlas and the Tatas started 
But the past 20 years have seen the knowledge 
route consolidate. There has been a boom in what 
self-employed professionals earn. “If you look at 
the other professionals, people like dentists, doc 
tors, lawyers, you will find there has been a 20-fold 
jump in what they earned,” says S.K. Goyal, head 
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The fabled world of India’s old rich 
inheritance. India’s always had its share of the wealthy. Throughout history, 


T travellers marvelled at the gems and rubies of India, or the grandeur of the 
Mughal court. And like in other old societies, the wealthiest were the landowners. 

This changed roughly 150 years ago when, thanks to the industrial revolution, a 
new order of the rich was born — the traders. By the early 19th century, most of 
these traders had morphed into industrialists. Today, there are broadly two cate- 
gories of the old rich — one, the older business families like the Birlas, the Godrejs, 
the Goenkas, the TVS lyengars and the Bajajs. Their wealth comes from real estate 
and from the different companies they own and control. Then there are the landed 
gentry of yore — the princes, major and minor, the thakurs, the zamindars. Most of 
their wealth is in land and real estate; some also have holdings in companies. 

It's hard to assess how much wealth these people control. Market capitalisa- 
tion can show how much wealth they generate; but estimating the value of real 
estate, or the money controlled through different trusts is very difficult. 

None of the old rich that BW spoke to were willing to go on record. In fact, a few 
smiled indulgently when we queried about their habits. The common refrain was 
somewhat that they didn’t need to buy silver. Or, as in old fable, The Princess And 
The Pea, that it takes generations to figure out a pea under piles of mattresses, not 
a mere lifetime. Quite a few politely sneered at habits of the new rich. 

Shop owners provided some clues on how the old rich behave. For starters, brand awareness is extremely high. Around 50% of Louis 
Vuitton customers in India are those who have owned Vuittons for generations. Sheila Behl, the showroom manager at Fraser & Haws sil- 


HIS is about people who made their money the old-fashioned way — via 





versmiths in Delhi, says that the old rich tend to buy items that have cleaner lines and are more subtle than the arrivistes. 
Ironically, these days, many of the old rich aren't getting the respect they think they deserve. In an era where people like N.R. 
Narayana Murthy, Azim Premji, K. Anji Reddy and Dhirubhai Ambani are feted for their achievements, the old rich are seen as destroyers 


or, at best, preservers of wealth, but not necessarily as creators of wealth. 





of the Delhi-based Institute of Social and Industrial Develop- 
ment. Even the salaried class has come into its own. Earlier, a 
handful of people working in high positions in a Tata or Birla 
company earned really well. That has changed. Today, nods 
Bala Swaminathan, head of corporate banking, ICICI Bank, 
“There... (are) between 2,000 and 3,000 executives from the 
public limited companies alone who earn over Rs 50 lakh in a 
year.” And that doesn't take into account the unlisted compa- 
nies, or any of the stock option millionaires, nor employees in 
small- and medium-sized enterprises. At HSBC, Venkatram 
classifies all his customers into wealth creators and wealth pre- 
servers. Today, he says, 80% of his account holders fall in the 
first basket, and the skew is only getting more pronounced. 
This democratisation of wealth is showing up in formal 
studies. NCAER estimates that between 1995-96 and 2006-07, 
the structure of the Indian market will have moved from being 
pyramidical, to resembling a diamond. If, at the start of this 
decade, the percentage of very rich households were 0.72% of 
total households, the consuming class 19.72%, the climbers 
32.82%, the aspirants 26.69% and destitutes 20.02%, by 2006- 
07, they will constitute 2.6%, 37.92%, 41.03%, 10.05% and 
8.28%, respectively. Here, NCAER defines very rich as a house- 
hold earning over Rs 1.75 lakh a year — you may have a quarrel 
with that. But what it shows is people are moving upwards. 
That is the first force — the upward movement at even the 
highest levels that current income statistics are unable to cap- 


ture — that partially answers why international brands are | 
slowing opening beachheads in India. A second force is also at | 


work. Attitudes towards consumption have slowly changed. 
While, in the pages that follow, you will read about how the 
rich are splurging on different products, it’s clear that there’s no 





stigma attached to spending anymore. Earlier, money itself was 
seen as illegitimate. People had to underplay the value of wea- 
Ith. They would seek legitimacy by erecting schools, temples 
and orphanages. It was an important way of taking wealth and 
converting it into prestige. The general ethos was one of frugal- 
ity. The values were such. People were vegetarian or teeto- 
tallers. They saved for future generations, they were very family 
oriented — all of these determined their consumption style. 

Today, you seek legitimacy not through social causes (See 
the box on attitudes towards philanthropy on page 43), but 
through consumption — a big car, a foreign vacation, a grand 
wedding. These signal you've arrived. (Ironically, the Silicon 
Valley's new rich are overwhelmed by a sense of emptiness and 
are pumping more and more money into social causes.) 

Why has this changed? 

Attitudes have changed everywhere. Even the government 
seems to have changed its definition of the ideal citizen. Earlier, 
an ideal citizen was one who drew a salary, but did not indulge 
in conspicuous consumption. The government used to run 
massive campaigns telling people to save — money that would 
be used for nation building. That might have encouraged peo- 
ple to save. The extortionate tax rates certainly told people to 
keep a lid on their spending. Things began to change only from 
the 1970s. A country that hitherto thought in terms of shortages 
and poverty had begun to think differently. Today, of course, 
the state is trying to drive the economy through consumption. 

Attitudes have changed among the citizens too. Because 
wealth itself has been democratised, partly because of the 
boom in entrepreneurship, partly because the salaried class 
had finally come into its own and partly due to the credit cul- 
ture. Earlier, no one could afford a nawab's lifestyle. And living 
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beyond one’s means wasn't acceptable. But today, we don't so 
much pay for TVs and washing machines as borrow them from 
the future. We asked Anand Kumar, Panini’s colleague at the 
Centre for the Study of Social Systems, why this is so. “We are 
now more aware than before about how thin the ridge on 
which we tread is,” he said. “Life is so uncertain that people are 
becoming dependant on institutions that guarantee their 
safety (such as insurance).” Having done that, they live in the 
present. Even the religious fringe has cottoned onto this shift. 
Tune into any of the religious channels, and you will find they 
don't exhort the audience to change itself a lot. Instead, the 
message has moved to assuaging their feelings: from “stay fru- 
gal” to “stay happy”. They preach a painless, bloodless solution 
— this is cafeteria religion. Come, sit, feel better and leave. 

So, there you have it. The middle class is the new breeding 
ground for the rich. And attitudes towards spending have also 
changed — two factors intersecting in a very fascinating way. 


cCann-Erickson’s newly-appointed president Santosh 

‘Å Desai has been studying Indian culture for years now. In- 
dia, he says, is one of the most rigidly-defined societies in the 
world. Even today, in large swathes of the country, a kid will 
lead a life almost identical to his father’s, or his grandfather's. 
Unlike the West, says Desai, where people are encouraged to 
improve their lot, India is azero-growth-based society. The em- 
phasis is on preserving status quo. Under the Hindu scheme of 
things, there was no impetus to try and change your lot in life. 
Instead of measuring success in terms of upward mobility, the 
goals before us are different — in terms of stages oflife. The val- 
ues we follow in the first 25 years (brahmacharya) are very dif- 
ferent from the values we follow over the next 25 (grihas- 
thashram). It is an amazing way to keep a society stable. But it 
eliminated any aspirations of upward mobility in people's lives. 

Today, that is changing for the first time as the great Indian 
middle class rushes into the ranks of the moneyed elite. How 
does this change their behaviour? Material advancement car- 
ries with it the dream of social advancement. We have seen this 
in the past, says Satish Pradhan, the polymath HR head of the 
Tata Group. Take the British Raj. The higher castes, conscious of 
their purity, wouldn't deal with such outsiders. It was the lower 
castes that did all the interaction. As they slowly gained the 
trust of the British and acquired power, several of these lower 
castes jettisoned old caste names 
and took on new surnames. Usually, 
these were titles that the British be- 
stowed on them, like Chaudhary. To 
understand how this works, turn to 
aconcept first popularised by M.N. 
Srinivas — sanskritisation. His 
book, Social Change in India, de- 
fines it as “the process by which a 
low Hindu caste, or tribal, or other 
group changes its customs, rituals, 
ideology and way of life in the direc- 
tion of a higher caste’. 

A caveat. That doesn’t mean all 
the new initiates into richdom will 
copy the same people. Far from it. 
The fundamental mistake one can 
make while selling to the rich is to 
assume they are homogeneous. 
They are nothing of the kind. Exist- 
ing classifications, mostly based on 
income, yield little more than gross 
simplifications. They lead towards 








OVERVIEW 


assumptions that a businessman and a corporate executive 
earning the same amount will spend the same way. It’s far bet- 
ter, says Quantum’s Kaushik, to classify people according to 
their occupation, and how long they have been rich. By doing 
that, we get the old rich, the first generation entrepreneur 
(which can be further split into people who have come up 
along the trading and education routes), the corporate execu- 
tives and the rural rich. Each of these groups will have different 
value systems. Different aspirations. (The following story looks 
at these new faces of the rich — traders, manufacturers, entre- 
preneurs and the corporate executives.) 

While reporting for this story, one of the people we met 
early on was Delhi-based interior decorator Manjeet Bhullar. 
He works out of a village near the Qutub Minar which has gone 
chic. There is a jumble of crowded lanes, buffaloes, scooters 
under trees and old ruins. In the middle of this pastiche is a tall, 
white-coloured building. Bhullar’s office is on the penultimate 
floor of this building. Thirty to forty per cent of his business 
comes from small-town first-generation businessmen from 





The new rich: Love in the 
time of upward mobility 


ONVENTIONAL wisdom holds that the new rich will mimic 
( the old rich. That is a simplification. There are as many 

types of rich as there are routes to richdom. And all of 
them think differently, act differently. Just look at India’s first-gen- 
eration businessmen — traders or otherwise. 

Jack and the Beanstalk is a fitting metaphor for this lot. They 
are the climbers. They want their material wealth to result in 
respect. Agrees adman Anand Halve: long ago, when he was 
working at Enterprise-Nexus, he accompanied Mohammed Khan 
and a first-generation businessman client to the Taj Mahal Hotel in 
Mumbai for lunch. The maitre d’ greeted Khan, asked him why his 
visits were getting infrequent, and escorted the group to a special 
table. Later, recalls Halve, “the client turned to Mohammed (Khan) 
and said, ‘Khan saheb..., you know | make far more money than 
you do. But | still don’t get this kind of 
respect. How do | get that?’ ” 

Using money to cue affluence will 
not go too far. A far more potent way 
to gain acceptance is through the peer 
group. Businessmen join industry bod- 
ies like the PHD Chambers of Com- 
merce or the Confederation of Indian 
Industry. Socially, the best thing to do 
is marry into the old families. By doing 
that, says Equus’ Suhel Seth, “one can 
gain access to the right value system, 
and admission to a higher peer 
group”. This, surprisingly, is a symbiot- 
ic arrangement. The guys with all the 
status, the old rich, are not as prosper- 
ous as they used to be. 

Indeed, as Mark Tully once said: 
“In India, you don’t marry the woman 
you love, you marry the family of the 
woman you love.” E 
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The totempole of social acceptance: Being seen at fashion shows and page three parties 
e e * 
Entering the party circuit 


NE of the people BW met while working on this project was 
é / Kanika Gahlaut. A year ago, she wrote a book, Among the 
Æ Chatterati, about her experience as a page three reporter at The 


Indian Express. One part of her book illustrates how politician-schmoozer 
Amar Singh upgraded his persona. In a television-dominated world, says 
Gahlaut, the ‘elitist’ media prefers ‘suave’ politicians. Singh complained 
about this. When that got him nowhere, he changed his image. He began 
wearing Baume and Mercier watches and began driving around ina 
Landcruiser. Then, he threw lavish parties to which the paparazzi was 
always invited. Before long, the page three crowd was pining to be invited. 

Parties are a great place to be noticed. Gahlaut says: “Designers are 
deluged with requests for passes to a fashion show.” Most of these peo- 
ple don’t know anything about fashion. They won't buy anything there. But 
they want to be seen hobnobbing with the right set. That also explains this 
big boom in expensive eateries. Wannabes go to each of these ‘cool’ 
places in an attempt to be noticed. Also, says Rupin Jayal, vice-president 
(strategic planning), JWT, “people have started opening their own restau- 
rants”. Here is how it works. A businessman ties up with a celebrity, The 
celebrity brings in the fame; the businessman, the money. The business- 
man gets famous. The celeb gets a more steady revenue stream. 

In the end, it is all about buzz. As Suhel Seth says: “A lot of the new 
rich will go with whatever is cool at the moment. If Omega has the buzz at 
that time, they will go with that.” The success of firms like Bacardi and 
Swatch, and people like Tarun Tahiliani, lies in maintaining that buzz. W 


SEBASTIAN JOHN 





places like Meerut, including liquor manufacturers, coke bot- 
tlers, tendu leaf dealers and coconut farmers who have hit it 
big. And they now want to cue that to the world. Says Bhullar, 
“With their business going well, they get anxious to project the 
right image. They go in for a big house — 15 bedrooms or so.” 
They look for furniture that can make a statement. That is 
where Bhullar comes in. 

That is how they end up buying rich, opulent furniture that 
is almost suggestive of kings and queens. This is also where the 
hideously expensive bathroom fittings come into play. The old 
rich don't shop for these. The new rich — the ones struggling to 
communicate that aura of richness — pick up most of these. 
When BW met Tag Heuer, the company told us about how the 
first Tag Heuer was sold in India. A nondescript man walked in, 
asked how much the watch was worth (Rs 80,000), took out 
wads of notes from a cloth bag he was carrying and walked off 
with the watch. “I am not sure if he even knows what Tag Heuer 
is. For him, the status probably comes from the fact that he paid 
Rs 80,000 for it,” says Bhavana Lal, manager at the store. Agrees 
ad agency Equus’ CEO Suhel Seth: “The new rich obtain all the 
basic symbols of wealth without understanding their symbol- 
ism. For them, an Omega is the same as a Patek Philippe.” 

But it can also be a whole lot subtler. A corporate executive 
would never pick up an expensive toilet either. He would be 
laughed out of his peer group if he did. He might, however, 
splurge on a very high-end television. But, again, he would not 
buy it looking purely at the price tag. 

Seth likens wealth to the lowest common denominator. It is 
the hygiene factor that opens the doors to the super rich com- 
munity. Acceptance by them is an entirely different matter alto- 





gether. For that, one has to pass on the right cues about the 
family culture, move around with the right peer group. Ten 
years ago, a family might have invited Daler Mehndi to perform 
at a family wedding. But now, they will probably call in an Ustad 
Amjad Ali Khan. It again comes back to whom people decide to 
emulate. A Marwari businessman might look towards the Bir- 
las for a new value system. Other entrants into the super rich do 
not compare themselves to the old rich. For instance, corporate 
executives don't quite aspire to be more like a Kumarmangalam 
Birla. Or, for that matter, a Vindi Banga. They are far more com- 
fortable comparing themselves to their peers (you will read 
more about this in the following story). 

It is also a much more transient world. The goalposts keep 
shifting. The earlier denizens of page three no longer attend all 
these parties that used to make such riveting news. They now 
haunt more upscale wine and cheese parties, literary readings 
and the like. Also, as the newrich move up from one orbit to the 
next, and so on, their benchmarks, their yardsticks will keep 
shifting. Which is where consumerism comes in. What is the 
next cool product to own, the next cool attribute to have? 

Interestingly, Merrill’s Kapadia says that in terms of pur- 
chasing power parity, Rs 50 lakh here is equivalent to roughly 
$480,000 in the US. In other words, the lifestyle that opens up to 
people with incomes of half a million dollars in the US can be 
afforded by Indians earning a fourth of that. 

There you are. Boom in entrepreneurs + boom in corporate 
executives + change in spending attitudes = Boom in people 
spending to upgrade socially = Marketing opportunity. a 





With reports from Ranju Sarkar and Jay Rane 
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SHELLEY SINGH & M. RAJSHEKHAR 


Some are born wealthy, others have wealth thrust upon them 
(think young Harshavardhan Nawathe of Kaun Banega 
Crorepati fame), and still others achieve wealthiness. 

This article tells the stories of people who fall in the last 
category. After liberalisation, there has been a groundswell of 
entrepreneurship. Stories like that of N. R. Narayana Murthy, 
who studied his way to create a software empire are familiar 
to us all. But there are others like Snehdeep Aggarwal and Ja- 
yaram Banan, whose stories are worth the telling. Unlike 
Narayana Murthy, who took an evolved knowledge creation 
path, these men have taken the traditional route to wealth — 
the trading route — where hard work and enterprise eventu- 
ally pay off. This is how even the Birlas and the Tatas started 
offand ended up building huge conglomerates. 

The final category is a new one — the corporate animal. 
He works for others, yet has managed to attain a level of afflu- 
ence that was unimaginable till a few years ago. He now 
wants the best in life but his middle-class values are intact. 
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Fortune favours 
the enterprising 


These are stories that illustrate how far hard work takes you and 
how quickly it can change the course of your life 


THE NEW FAGES 





Snehdeep Aggarwal, Exporter 
Turning a silver spoon into gold 


NEHDEEP Aggarwal was born almost super rich. His 
S father owns a dry fruits business in Amritsar. But his 

story is pertinent as it shows how incomes are rising 
even within the trading classes due to new opportunities. 

Realising that the dry fruits business would trot along at 
annual sales of Rs 3 crore-5 crore, Aggarwal got into the 
carpets trade. He started Mughal Carpets in 1983 with an 
investment of Rs 5,000. Aggarwal spotted the best carpet 
manufacturers in the Mirzapur belt and opened offices 
there. A trip to Germany and elsewhere in Europe helped 
build initial contacts. But, within four years, he realised that 
he had made a mistake. “There was oversupply in the 
European market. Margins fell below 5%. Also, the Chinese 
made carpets much cheaper. Our turnover was Rs 5 crore, 
but the largest player had a turnover of Rs 16 crore after 40 
years in the trade,” he says. 

That's when Bhartiya 
Galecha (Persian for carpets) 
International was born in Delhi 
in 1987. This company wasn’t 
going anywhere either. Then in 
1989, 23-year-old Jaspal Sethi 
joined as a trainee. One day, 
soon after she joined, Sethi, who 
had been researching the 
leather business, walked in with 
two sewing machines and a few 
tailors. She got 40-odd leather 
jackets stitched, which Aggarwal 
sent to an Austrian contact. The 
orders have been pouring in ever 
since, so much so that Aggarwal 
had to launch a hunt for the best 
‘skins’ . In 1993 he opened a 
factory in Chennai followed by 
one in Bangalore. Today, he 
does a Rs 100-crore business. W 
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Jayaram Banan, Restaurateur 
A healthy appetite for wealth 


AYARAM Banan (48) is embarrassed about the gold 

Rolex he wears. “It’s a gift,” he says, steering the conver- 

sation away from it. Banan is one of the new inductees 
into the rich league, having gained membership in the past 
decade or so. His reticence about his wealth is understand- 
able — in the last few years, he and his family have received 
many kidnapping threats. The kidnappers see his wealth; 
but what they, perhaps, don’t know is how he accumulated 
it and how that journey serves as a fair allegory to under- 
stand why the ranks of the super rich are swelling. 

On 4 December 1986, Banan and his brother opened 
the first Sagar restaurant in Delhi's Defence Colony, clock- 
ing sales of Rs 407 on day one. For Banan, who till a year 
earlier was a trolley boy at the Hindustan Organics canteen 
in Mumbai earning Rs 30 a month, it seemed a fortune. Far 
away from his native Karkla, a village in Udipi district, 
Banan felt liberated — no longer was he anyone’s employ- 
ee, no longer did he feel poor, and no longer did he report 
to a martinet who would beat him at the slightest mistake. 

“| worked at five canteens before my brother called me 
to Delhi; we applied for a Delhi Development Authority ten- 
der to run a restaurant in Defence Colony. The space was 
leased out to us at Rs 3,750 a week. We also ran office 
canteens, giving us the money to pay the lease and staff 
salaries.” Today there are 17 Sagar restaurants in Delhi and 
nine outside, built by franchisees. “I see Sagar growing to 
150 branches in two years,” says Banan. Sagar also plans 
an international foray soon with restaurants in Singapore, 
London and New York. Its turnover last year: Rs 16 crore. 

Banan, who flunked his Class VIII exams and ran away 
from home, is today good news for luxury items. He keeps 
a Mitsubishi Lancer and a Honda City in his village, though 
in Delhi, he moves around in an Ambassador, wanting to 


play down his wealth. E 
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Tarun Seth, Service Provider 
Repairing to riches 


N 1982, Tarun Seth started as a Xerox salesman at a 

| salary of Rs 750 a month. Like all good salesmen, this 

Delhi University commerce graduate and St Columba’s 
(Delhi) alumnus slogged — by 1989, he was Xerox district 
sales manager. Then he decided to launch out on his own. 

No one in his family had ever started a business. Seth's 
father had retired as Life Insurance Corporation zonal man- 
ager (western zone). “But then in the 1990s, when desk- 
tops were showing up in India, | thought users would need 
guys to repair the machines.” A simple business model is 
for Seth today a Rs 30-crore business with 700 clients 
across 16 locations. Seth’s Micro Clinic India has clients 
ranging from Lok Sabha MPs to companies like Dabur, 
Daikin Shriram air-conditioners, e-Bookers and IBM. 

Seth admits starting out was tough, especially with his 
dad against and wife for the decision. “It was a huge risk. | 
had three children and leaving a stable job for a start-up 
when I was in my 30s was rather too challenging.” The 
Rs 30,000 initial investment evaporated in no time and he 
ended the first year (1991) with a Rs 144akh loss. The 
rents were high (Rs 75,000 per month for the workshop), 
overheads killing. Living up to the Micro Clinic motto ‘Life 
After Death In Four Hours’ was proving tough. 

Seth is the quintessential New Age entrepreneur — edu- 
cated, from the middle-class and surfing on the opportuni- 
ties thrown up by a post-1.991. India. And though he quali- 
fies to be a card-carrying member of the super rich, Seth is 
fiscally prudent. So he drives a Honda City, though he can 
afford something bigger. But like many of his ilk, he 
splurges on vacations. On his last family holiday overseas in 
Australia, he blew up Rs 4 lakh on a six- day trip. Of course, 
with a target revenue of Rs 100 crore by 2006 — expected 
from a new business line of services, systems integration 
and security solutions — he gets little time for breaks. | | 
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The knowledge workers at Infos 





Corporates in the 
pink of wealth 


ACH of the other stories are on individuals who 

have seized the opportunities that a changing 

economy has thrown up and then added to the 

ranks of the super rich. But whatever their previous 

occupations may have been, if you were to classify 
them in common Indian idiom, they would be called ‘busi- 
nessmen’. And while the numbers of ‘businessmen’ or the 
kinds of businesses they run may have changed in the last 
decade, historically, the ranks of the super rich have always 
comprised businessmen. The story you are about to read 
talks of a new breed that’s becoming super rich, a breed that's 
still surprised at its new affluence — the service class. 

Which is why you cannot meet Anil Nayar. He could be 
your spouse, your son, the hardworking guy next door, essen- 
tially the successful executive, working for someone else. This 
is a growing breed today. Numbers, as ever, are hard to come 
by. For a long time, corporate salaries weren't much to write 
home about. But post-liberalisation, they have skyrocketed. 

The people BW spoke to were surprisingly homogenous. 
All of them hailed from the middle class. And this is some- 
thing that they are proud of. As an executive says: “While | 
respect Dhirubhai for what he did, I am not overawed by any 


There are two kinds of people on earth. 
The who’s who. And the who’s he. 
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The new wealth creators 


THE NEW FACES 





of the old rich families. As far as I am concerned 
they have been handed everything on a platter.’ 

Unlike the new rich, trying to mimic the old rich 
Nayar focusses almost entirely on his peer group 
These could be people he began his career with 
batchmates or colleagues. Recounts Nayar: “When 
one of my batchmates became the first one among 
us to be appointed as a managing director (MD), our 
college e-groups was abuzz for weeks. How did he 
become an MD so quickly? Even though that was a 
minuscule little IT company.” Similarly, when he 
moved to his current job, the news was carried o 
the first page of The Economic Times. That sparked 
off another bout of wonderment among his bate! 
mates. When these guys get together, there might be 
subtle checks on how each of them is doing — I am 
an MD/profit centre/CEO/all stressed out. The cat 
great cue to status 

This greatly affects how they spend, of course. Unlike the 
new rich, who might spend because he wants to be part of a 
group, the corporate executive spends because he doesn't 
want to be excluded. Their spending is also defined greatly by 
their middle-class background. Of course, a few people do get 
a little unhinged when they have money to throw around 
Nayar recalls an incident where a friend after moving to the 
US, bought three fruit bowls for Rs 80,000 each, But he agrees 
that this is an exception. Most of his friends, he insists, sta 
fairly careful. They might splurge occasionally — but in areas 
they care about or because they want to reward themselves 
As an instance, he points out: “Travelling in business class 
used to give me a high. It gave me a sense of confidence and 
superiority. It made me feel that I have risen above my pat 
ents’ station in life through my hard work.’ 

That, by the way, makes them very keen to give their kids 
quality education. Right from the pre-schools to the colleges, 
only the best will do. And, as a senior marketing consultant 
reveals, most of the country's leading managers progeny is 
either heading for a Yale, a Harvard, an IIT or an [IM 

The worries run along parallel lines as well. Notes Suhel 
Seth, head of Equus Red Cell, who hails from a middle-class 
family himself: “While the new rich worry about name securi 
ty —are they creating a khandaan? — the corporate execu 
tives fret about job insecurity.” Nayar agrees: “Most people 
know really come alive while talking about their investments.” 
They are very clued in on their money. They save large parts 
of their income and yet ensure that they have enough discre 
tionary income left over to keep their lifestyle going. 
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Above it all 


THE SUPER RICH ECONOMY 


Haute on the 
luxury trail 


Why is almost every premium foreign brand worth its 
salt scrambling to get into the Indian market? 








The Rs 10-lakh lounge: Baker furniture, Fine Art Iz amps, Murano glass artefacts and Robert Allen drapes 
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AARTI KOTHARI 


IRST serious job of my life: writing for Business- 
world. Orders from the top are to get anything and 
everything on the lifestyles of the rich and the su- 
per rich. The boss picks his groceries from Delhi's 
expensive Khan Market. I figure the story is done. 
We work on the same floor so cornering him is 
easy. What does he wear? Where does he eat? 
What does his bathroom look like? Which club does he freque- 
nt? One meeting, two, and I should have everything I need. 

I suggest as much, but my boss just smiles indulgently and 
tells me to scour the streets of Delhi for dope. Where do I start? I 
could meet the super-rich and ask them all those questions. 
But chances are Mr and Mrs Just-Back-from-Alaska will word- 
lessly escort my dictaphone, my questionnaire and me to the 
door. Plan B is to hit every shop, studio, artist, dealer that caters 
to the rich. Maybe you could start with Tarun Tahiliani, the boss 
suggested helpfully, I have heard that all his clothes start at Rs 1 
lakh. Also, said he, how much the rich spend on haute couture 
annually, how fast the business is growing — in values, vol- 
umes, its EVA, the margin structure, his com- 
pounded annual growth rate... 

So, off I went to Mehrauli where his design 
studio is. I began to feel super-rich myself the 
moment! stepped out of the elevator. Tahiliani’s 
studio is laid out with an utter disregard for 
space. The entire collection on display could 
have been showcased in one room, but it has 
been strewn across three. While waiting for him, 
I walked around looking at his collection. I 
gazed at the jackets. I wished I had at least one of 
those blouses. I ran my hand over some chiffon 
saris longingly, and gaped at their prices. 

When Tahiliani walked in, he was wearing 
off-white linen trousers and a black T-Shirt 
(Marks & Spencer, I would learn later). The in- 
terview itself was a cakewalk. Tahiliani rattled 
off all the numbers. He expects to do business 
worth Rs 20 crore this year. Over the past few 
years, growth has been 25% year-on-year. More 
pertinently, he is starting to see a more broad- 
based clientele these days. In the early days, it 
was largely wives of industrialists, but these 
days, he gets traders, IT professionals, corporate 
executives and film stars. 

He insisted I see his latest creation —a line of 
T-shirts for women. These are his first attempt at 
prét-a-porter. They had a Mughal miniature 
print, framed in pearls, kundan and Swarovski 
crystals from Austria. Prices range from Rs 6,000 
to Rs 11,000. I asked Tahiliani how many he sells 
in a month. About 300 every month, he said. 
“That’s because good designs are hard to come 
by. We can sell 400-500 very easily.” 

On my way back to office, I thought, that 
went well. If everyone is going to be so forthcom- 
ing with numbers, this will be a cinch. But as the 
meetings went on, a few things became clear. 

One, the customer cannot be typecast. They 
are industrialists, politicians, diamond mer- 
chants, garment exporters, bankers and house- 
wives alike. While the old rich get the designer 
label removed, it would be a cliché to say that 
the new rich value only the brand. They are get- 
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Objects of desire: (Top to bot- 
tom) Women’s handbags 
(Blue: Rs 1.48 lakh) at the 
Louis Vuitton outlet in 
Delhi; Hennessy’s super 
premium X.0. Cognac (Rs 
10,000); Horse-riding 
lessons at the Embassy 
International Riding 
School, Bangalore; 
Free-standing bathtub 
(Rs 1.5 lakh) at the 

FCML bathroom in- 
terior store in Delhi 
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Bentley’s Arnage R saloon will take motoring luxury to a new level 





ting increasingly conscious of quality as well, as Tahiliani told 
me. A few days later I meet a woman planning to buy a Tahiliani 
outfit. She typifies the sort of customers that he gets these days 
— high-flying, jet-setting, an epitome of international fashion 
and yet, at home with Indian style. Her dress will cost Rs 4 lakh 
or so, she thinks. She is also hoping that other family members 
will buy stuff from him. The bill could well go past Rs 12 lakh. 

Two, the money is everywhere. Designers like Ravi Bajaj are 
now looking at non-metros like Chandigarh, Ludhiana, Luc- 
know and Ahmedabad. Bajaj, who is planning to open an outlet 
in Chandigarh later this year, told me: “There is as much scope 
there as in Delhi.” Bajaj sells 100 shirts at Rs 2,000 every day. 
Raghavendra Rathore, better known for his bandgalas, sells 750 
trousers at Rs 1,795 every month. With the exception of Tahil- 
iani, the designers baulked at the idea of sharing numbers, 
They were seeing growth “easily above 20%”, each of them said. 
Three, each of the designers has very loyal customers. How else 
would you explain the fact that a woman flew into Delhi from 
Singapore, expressly for a fitting by Rathore? 

Musing on all this, I walked into office one day to find an in- 
vitation lying on my table. Later that day, the boss yelled for me. 
“Hugo Boss is opening their first store in India. Did you get the 
invitation? Are you going for it?” 

That evening, I obediently motored down to The Oberoi, 
Delhi, and I again got that Alice-in-wonderland feeling as I 
walked around feeling fabrics and checking out prices. There 
was a dark brown leather jacket that caught my eye. It was ama- 
zingly thin, almost as thin as a shirt. Price: Rs 55,000. And talk- 
ing of shirts, they start from Rs 4,900. As do belts. Trousers from 
Rs 9,400 and shoes from Rs 12,700. And this was just fashion. 


To understand what luxury is, you will have to step into the | 


store next door — Louis Vuitton. Ever since it opened in Febru- 
ary, it has been doing rollickingly well. “When we opened the 
store,” says Prasanna Bhaskar, retail manager, LV India, “we ex- 


pected to convert existing customers who bought our products | 


during overseas trips till now; but we are finding that a lot of 
new customers are coming in as well.” It shows. 

Last Saturday, a week before we went into print, the outlet 
received a consignment of 30 new bags in the Rs 25,000-78,000 
range. They were sold out by the next day. Or take the cus- 
tomised LV office furniture. Here, the company does up offices 
— everything from dustbins to table-tops — in Vuitton leather. 
The cost could go up to Rs 1 crore. In the past five months, the 
company has already received six orders — all from Mumbai. 

I realise that given the sudden proliferation of brands, many 





of the rich are a little confused. They believe that buying big | 


HAT you arrive in could tell the world 


. $ | . 
India’s costliest 
W whether you have arrived at all. In 

India, if you wished to make that 


statement, you could do so with a Mercedes SL 
drop-top or a BMW 7-series. Depending on trim 
level, they could set you back about Rs 1 crore. 

But what if you want something more 
exclusive? Mind you, we are already talking 
about a fairly rarefied atmosphere here. (Suhas 
Kadlaskar, head of corporate affairs and 
finance at DaimlerChrysler India, says that last 
year his company sold just 12 SL500s priced 
around Rs 82 lakh each and he thinks that’s 
decent going.) Till now, that was the ceiling. But not any more. 

For now you can get yourself a Bentley. David and Victoria 
drive around in one. So do Benjamin and Jennifer. And, for 
years now, discerning Indian princes have kept a Bentley in the 
garage for those times when they fancied getting behind the 
wheel. And from next month the Arnage R superluxury saloon 
will be on offer right here. So if you want to keep up with the 
Beckhams and the Afflecks, or simply feel regal, you could get 
yourself one too. Actually, if you shell out the Rs 2 crore that 
would get you the car, you can relax and let the others worry 
about the keeping-up-with problem. 

Bentley Motors, now a subsidiary of Volkswagen AG, has 
appointed Exclusive Motors of Delhi as its distributors in India. 
But what is market like for cars with such stratospheric prices? 
Exclusive Motors director Satya Prakash Bagla says he expects 
to sell 10-15 a year. And to whom? Well, for starters, says 
Bagla, his target group is persons with annual incomes of 
Rs 25 crore-30 crore a year. He should know; his family has 
been in the foreign car business for 40 years now and Bagla 


names equates them with the most discerning abroad. That is 
yet to happen. For example, in fragrances, the latest trend is 
getting a personalised fragrance done at an exorbitant cost. 
That’s what the truly loaded are doing these days across the 
oceans. So, while buying Nina Ricci does put you up there, it 
doesn't necessarily place you right on top of the heap. 

Again, there is confusion between fashion and luxury — 
Hugo Boss is fashion, Vuitton is luxury. I’m not sure if all those 
buying big brands even know the difference between prét-a- 
porter and haute couture. But, they will, sooner than later. 

That night, I reached home in a funk. Why weren't there any 


| international brands for women in India yet? Hugo Boss had 


great stuff, but only for men. That streak of misanthropy lasted 
till next noon. Which is roughly when I reached Sehgal Brothers 


| inSouth Extension. This shop, which already sells Versace, Cer- 


ruti, Canali, Gianfranco Ferre and so on, is planning to intro- 
duce its first Italian women’s wear collection from this Septem- 
ber. Prices? Jeans: Rs 5,000-7000; trouser-suits: Rs 12,000; 


shirts: Rs 3,000-6000... 

N OW, anyone dishing out this kind of cash for a shirt is 
hardly likely to stop there. So, I decided to check out the 

cosmetics industry. Fifteen minutes spent trawling the Inter- 

net, and I had even a list of companies to meet. 
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set of wheels 


himself has put in a many years too. “Assuming 
there are about 500 such persons in India (a 
fairly plausible assumption), even if 2% of them 
buy the car, | will achieve my target,” he adds. 
For some, that is the problem. Being even 
one-of-10 is no go. Anything short of the-one- 
and-only is just not good enough. And for them 
there’s Bentley Mulliner, former coachbuilders 
and now a division of Bentley Motors, which 
makes bespoke cars. Longer cars, higher cars, 
softer rides, stiffer seats, leather, aluminium, 
wood, personalisation, gizmos, you name it, 
they do it. Vis-a-vis the price of the car these 
add-ons are priced as add-ons should be. 
Probably the only thing that Mulliner does that could cost 
more than the car itself is armour protection up to the B6 level 
(the highest level of protection against assassination and 
kidnapping attempts) in all the extended saloon cars. That’s 
the price that the paranoid have to pay for peace of mind. The 
plating and energy absorbing compounds are built into the 
vehicle at an early stage so that the armouring is not obvious. 
So far, it looks good for Bentley. But there is just one thing 
that could give even Bentley a run for its money. That is the 
Maybach. Kadlaskar says DaimlerChrysler, which makes this 
superluxury saloon, is looking at the feasibility of launching the 
car in India. If it does, at a price of at least Rs 3 crore, it would 
wrest the mantle of “the most expensive car in India” and the 
exclusivity associated with it from the Bentley. (Rolls-Royce, the 
other marque in this league, has not announced plans to enter 
India yet.) But till then... Æ 


ABHIJIT MITRA 


` 








Here's what I found. There are three major players market- | 


ing international beauty products in India — Euro Traditions, 
Baccarose and L'Oreal. Euro distributes brands like Christian 
Diorand La Prairie in India. A Dior lipstick costs Rs 1,225. About 
three of these are picked up every day. The company also sells 
trousseau packages, complete skincare and makeup range for 
brides, under La Prairie. At Rs 80,000 to Rs 1 lakh each, the com- 
pany sells 20 packages in a month. Baccarose markets several 


fragrances and the natural skincare brand Clarins in India. One | 


of its top-selling items is Lair du Temps (Rs 2,850 for 100ml) 
from Nina Ricci. The company’s Delhi regional manager Alok 
Sahai says his customers spend an average of Rs 5,500 on skin 
care every month. And there are 125 such sales at Shoppers' 
Stop, Delhi, alone, again in a month. And then, there is hair 


colour. In 2002, this market was estimated at Rs 200 crore. This | 


is where L'Oreal operates. At its salons, hair treatment could 
cost anywhere between Rs 1,500 and Rs 4,000. The company 
also sells something called dermo-cosmetics, under the brand 
of Vichy Laboratories. There is a cure for pigmentation disor- 
ders called Bi-White which costs Rs 990 for 30ml. There is Reti- 
C, which works against wrinkles, and costs the same. 

At this point, I didn’t know how to go further with the story? 
Who should be the next victim of my investigation? So, I asked 
myself, what would I do if I had all these things? 


-” 


H 


DaimlerChrysler’s Maybach could pose a threat to the Bentley 


The answer was obvious, learn to use them. 

I began to fix appointments with hairdressers and salon 
managers. The latest development on this front was the open- 
ingofa3,000 sq. ft Jacques Dessange Salon in Mumbai's Taj Ma- 
hal Hotel in February, the second in India. The first one opened 
in Delhi in March 2001. Jacques what, did you say? This is a 
chain of 700 salons in over 38 countries, each staffed by profes- 
sional French experts and services that include hairstyling, 
colouring, makeup, and so on. This is by far the most expensive 
and exclusive salon in India today. With the exception of hair 
colour, which comes from L'Oreal, all other products are from 
the Jacques Dessange range itself. Its lipstick comes for Rs 800, 
for Rs 600 you will get the nail paint. Charlie Sellary, the French 
hair expert who manages the two stores, charges Rs 1,100-1,400 
for a hair-cut and appointments with him need to be fixed 4-7 
days in advance. The services of the Indian hairdresser at this 
salon come slightly cheaper at Rs 750-900. Facials start at 
Rs 1,250 for a normal sitting and go up to Rs 3,200 if you want a 
spot of machine-based wrinkle treatment as well. 

That was the surprising part. The prices were nowhere as 
exorbitant as I expected. I checked the prices of salons in Del- 
hi’s five-star hotels and found they charged about Rs 300 for a 
manicure or a pedicure. The attempt to expand the market 
seems to be working. Take Jacques Dessange. From the early 
days, about 10-12 people would walk into the Delhi salon. To- 
day, they get close to 50 on a good day. I ask Charlie if he has 
time for me. He asks me to make an appointment. 


ND all the while my colleagues were noticing that the 

rookie seemed to be chatting with the entire page three 
cast, asking them about the super rich. Soon, a flurry of invita- 
tions — watch launches, restaurant and furniture shop open- 
ings, fashion shows, were being silently dumped on my desk. 

One day, I travelled to Mehrauli to meet Manjeet Bhullar. 
For those who want to announce they have arrived, this is the 
place to buy from. A lot of his customers, says Bhullar, “come in 
and describe the exact furniture they want — saying they had 
seen something similar at someone else’s house.” He gets a 
couple of clients every year who are willing to spend as muchas 
Rs 50 lakh-60 lakh on interiors. 

In 1995, Shaifalika Panda and her sister spotted an opportu- 
nity in imported furniture, and brought in the concept of inter- 
national ‘heirloom furniture’ and home décor to India. Her 
company, Renaissance Homes, which began as a product cata- 
logue, today works out of a sprawling double-storey show- 
room. She offers furniture, clocks, mirror frames, fabrics, light- 
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The fitness fever 


ELHI’S most talked about gym these days 
is Ozone, in posh Defence Colony. It’s built 
” on five levels and has four zones — 

strength, cardio, stretch and a soon-to-be-func- 
tional spa. For a Platinum club membership, you 
fork out Rs 60,000 a year. Gold and Silver are 
cheaper at Rs 50,000 and Rs 40,000, respectively. 
(The better gyms in urban India charge Rs 15,000- 
20,000 annually). In the seven months since it has 
been operational, Ozone president FJ. Singh has 
already snagged some 400-odd members — 
that’s about two a day. Designer Rohit Bal, mo- 
del Rahul Dev, Ansal scion Pranav, and Tarun 
Tahiliani’s wife Sailaja frequent Ozone. So does 


mind and body guru, Deepak Chopra. Singh says as the wealthy get more conscious of their 
status, they start paying attention to the way they look. Joining a premium gym or setting up 


a personal one at home becomes a must. 


Amembership at Club Olympus at the Hyatt Regency, Delhi sets you back Rs 86,000 a 


Model Inder Mohan is the brand ambassador for Delhi's Ozone 





identical one for his living room 
even though it cost way above 
Rs 1 lakh. This is a refrain I would 
hear again. At Louis Vuitton, a 


year. Its members include Ravi Bajaj, Vijay Arora and Sunil ‘Bharti’ Mittal. More exclusive fit- 
ness spas charge Rs 75,000-plus. Mumbai's IDEA, run by actor Anil Kapoor's wife Sunita, 
charges Rs 96,000. Ozone’s Singh says every year, 20-30 gyms are coming up in the 

Rs 30,000-plus-membership segment. He adds: “India imports Rs 60 crore of fitness equip- 
ment a year. Of this, a quarter goes into the super-rich homes and half to premium gyms.” 

For some, of course, home gyms are status symbols. And while the exact numbers of 
homes with gyms aren't available, Dharmendra Tawal, a Delhi-based personal trainer, says it 
is not unusual for his clients to spend Rs 15 lakh-20 lakh on home gyms. (He has 16 clients.) 
This is particularly true in the South. “They don’t want to go to a gym to work out. They would 
rather invest in a personal gym. Some even have better facilities than the public gyms,” says 
Sushil Bhalla, joint managing director of Chennai-based Land Mark Associates, which distrib- 
utes of gym equipment. In fact, 75% of Land Mark’s sales (Rs 3 crore) are to homes. 

Home gyms aren't a metro-only phenomenon. Grand Slam, which specialises in selling 
gyms to homes gets 80% of its revenues from small businessmen and rich traders in the 
smaller cities. Its showroom in Chandigarh sells Rs 4 lakh of home equipment a month. 
Some studies by gym equipment dealers show that 60-70% of the buyers stop using the 
gym within 15-20 days of purchase. But it continues to impress people for much longer. W 


woman had described the bag 
she wanted exactly. Someone in 
her social buzzgroup had it, and 
she wanted one, too. 


T has been almost three weeks 

since I started work on this ar- 
ticle. The boss has started asking 
if I have started writing yet. I was 
mulling over how to write when I 
got a mail from Mitu, a colleague 
in Bangalore. She had met Judy 
Bidapa, event co-ordinator at the 
Embassy International Riding 
School there, who had said rac- 
ing is catching on among the 
city’s rich. Take Sangeeta Mohan. 
Her husband is a doctor. In less 
than a year, she bought two rac- 


ing and glassware. Prices? Clocks range from Rs 70,000 to | 
Rs 80,000. Vases can cost Rs 1,500-20,000. Lamps can go up to | 
Rs 50,000. An absolutely stunning leather Chesterfield chaiseis | 
priced at Rs 3 lakh. In fact, a bureau cabinet was bought for 
Rs 16 lakh. In all, a drawing room furnished at Renaissance 
could set you back by Rs 20 lakh-50 lakh. 

That is the opportunity people like Nitin Bhayana are eye- 
ing. Two years ago, he opened a furniture store, Interiors Es- 
pania, in Gurgaon. Beds come at Rs 40,000-2 lakh, sofas at | 
Rs 40,000-1.2 lakh. Average purchase sizes hover around Rs 2.5 | 
lakh. Today, he has outlets in Gurgaon, Delhi, Mumbai, Ludhi- | 
ana and Hyderabad. Bangalore is coming soon. Orders are | 
pouring in, he says, and not just some these cities. He has re- 
ceived large orders from Rajnandgaon in Chattisgarh, Pipliyan 
Kalan in Ajmer, Sohna, Nainital, Mashobra and Surat. 

But what makes anyone cough up so much money? The guy 
next door, for one. While browsing at the Renaissance store, we 
heard an intriguing request from Rajeev Sharma. A few days 
ago, his friend had picked up a sofa. Now, Sharma wanted an 


ing horses (one for Rs 2.25 lakh, 
the other for Rs 3 lakh). That is 
Rs 15,000 every month on their 
upkeep, and another monthly 
Rs 7,000 on riding lessons. She also has three golden retrievers 
at home, on which she spends another Rs 15,000 each month. 
That put paid to any plans of writing the article, as I went in 
search of information on pets. A friend put me in touch with a 
vet who agreed to speak off the record. Some of the rich in Delhi 


DEV DUTT DAS 


| love to collect animals — the exotic kinds. There are rare rab- 


bits, exotic African Greys (parrots), cockatoos and turtles. 
Somewhat higher maintenance are orangutans, otters and 
pythons. Dogs, of course, are always there. There are dealers in 
Delhi who guarantee delivery of any pedigree dog within 48 
hours. Prices could range between Rs 50,000 and Rs 5 lakh. 

I sit at the computer and prepare to start writing. It’s raining 
luxury brands. Though Hermes may not be coming in yet, Bul- 
gari is. Perhaps, 10 years down the line, it will appear to us as the 


| Pepsi launch almost two decades ago appears in hindsight. I 


gather my notes, get a cup of coffee, and start writing... 
“First serious job of my life: writing for Businessworld...” W 





With reports from Mitu Jayashankar 
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You don't need to be a super brain to guess that the Goyals, 
shown on page 60, own a Mercedes, live in a posh neighbour- 


OST Hindu weddinginvitation cardshave | hood, and have expensive furniture. And you will be rightin 


a picture of a deity on the front flap. In- 
side, perhaps, a shloka and some simple 
details of the celebrations. Yet, one card 
may cost Rs 10 while another Rs 1,500. 
The contents of the invitation may be the 
same but in its presentation lies a subtle 
subtext urging you to take note of the status of the sender. 

Take the invitation Meera and Suresh Goyal, a Delhi-based 
business family, sent out when their third daughter, Poysha, 
was getting married. It was thrice as large as the magazine be- 
fore you, it had handcrafted, expensive Zardosi work detailed 
with semi-precious stones. The tour de force? Open the invita- 
tion and the card would start reciting the Gayatri mantra. 


thinking that they would have large Grecian-statues in their 
atrium. Or that Mrs Goyal sports huge diamonds even to work. 

Goyal hasn't always lived in Delhi. He hails from Bharatpur 
and is the quintessential small town guy who has made it big. 
Today he runs an industrial gases business with a turnover of 
Rs 500 crore and rubs shoulders with the Burmans and the 
Modis. In fact, they, along with a host of other prominent per- 
sonalities were there at Poysha’s wedding. 

For the Goyals, an occasion like a daughter's wedding can- 
not be an unfussy do. But mind you, the card and the Devdas- 
inspired gala wedding held in a posh five-star hotel, topped by 
a press release, was pretty simple when compared with a 20- 
day shimmering extravaganza hosted by a prominent Delhi- 


The sweet life 


Have money, will splurge. For those with the means and the 
inclination, life is turning out to be one long party 
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based industrialist. Here, even a simple chuda 
ceremony was transformed into a glittering 
event. Ghazal and mujra evenings, cocktail 
parties, a bachelor night were all part of this 
mammoth wedding. 

This culture of excess is here to stay. Whe- 
ther it is weddings, parties, dining out or club- 
bing, there's no limit to spending. Everyone 
wants to host an event that will outshine any- 
thing done so far. So, from Arabian nights to 
African safaris, from the ridiculous to the sub- 
lime, event planners are dreaming up never- 
seen-before ideas. Not surprisingly, people like 
Meher Sarid of Sound of Music, are busy 


Farewell to alms 


rich, but how about giving? As one lady trying to 


S PENDING comes naturally to most of the super 


sell tickets to a charity dinner found out, spending 


Rs 4 lakh on a party was easier for her friends than 
writing a cheque for Rs.10,000 in the name of charity. 


In India, the temples and other religious 


organisations are attracting wealthy donors, but it is 


the 


middle class which is displaying a more social 


conscience. While the amount contributed by the rich 
per year is more than that given by the middle class, 
their numbers are fewer, reveals a survey conducted by 
the Sampradaan India Centre for Philanthropy. 

It is paradoxical, but in the West with rising 
affluence, individuals are contributing more than ever 
before to charity. Further, since the 1990s, NRIs and 
foreign donors have had a larger share in giving 
towards social causes than the resident rich in India. 
Kanwal Rekhi, Vinod Gupta and Rajesh Mashruwala 
alone have made sizeable donations worth over $7.5 
million in the last decade to various IITs in India. 
Across the rich, laments Anand Kumar of the Centre for 
the Study of Social Systems, “the willingness to spend 
on social activities is receding. The focus is shifting to 
oneself and one’s immediate linkages.” | 
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Shows of wealth: A lavish wedding at the ITC Maurya Sheraton, New Delhi (left); A Red In 


dian theme birthday party (centre) and the venue of a shatranj ke khiladi Diwali party 





through the year. 

Every minor detail is a style statement and can make or mar 
impressions. So what if the guests don't know the difference be- 
tween zerberas and gladiolis, flowers still have to be imported 
from Australia at a cost of over Rs 3 lakh. So, what if most of the 
guests are vegetarian, but prawns must come from Port Blair 
and caviar from Singapore. So what if most of the invitees are 
busy chatting amongst themselves, but you must get Shahrukh 
Khan or Shilpa Shetty to perform. So what if the wedding cou- 
ple has just a weekend to spare, but you must part with Rs 3 
crore to send them to Hawaii fora honeymoon on a private jet. 

So how do you explain phenomena like these or the wed- 
ding in Punjab where 300 baraatis were given a Maruti Zen 
each? For the parents of a bride, getting their daughter married 
is a strategy decision that will get them a ticket to greater social 
acceptance. Sociologists point out that when you start doing 
better financially, you start clamouring for a proportionate up- 
grade in status. That explains these excesses. They are a way of 
getting noticed and stake a claim. 

And, as greater numbers enter the fray, the parties become 
that much louder and frequent.Take the party in Delhi where a 
club in New York was replicated and bartenders and bouncers 
were actually flown in. Or the party where only Johnnie Walker 
Blue Label and Moet & Chandon champagne flowed. Over 
Rs 6.5 lakh was quaffed offin one evening. 

“The urge to get noticed is very high,” says Kanika Gahlaut, 
former page 3 writer for Indian Express. This, she says, is why 
expensive eateries are mushrooming everywhere. In Delhi, La 
Piazza at the Hyatt, where a meal for two costs Rs 2,500 easily, 
sees its regular customers come in 5-15 times a month. The 
champagne brunches at the Leela Palace, Bangalore priced at 
over Rs 900 with 240-250 covers are a sell out every Sunday. 

Indeed, if you have the money, there are enough outlets to 
indulge your tastes. For the cigar buff, Tantra in Kolkata’s Park 
Hotel is the place to stop by when one feels the urge to puffona 
Cohiba Esplandido (Rs 1,600 a piece ) or a Churchill (Rs 1,000). 
Then there are yacht, wine and bridge clubs. Betting at the 
races is another popular pastime. 

The season for spending peaks at Diwali with a big bash re- 
plete with card games sparking off the mad social whirl. Festivi- 
ties continue through Christmas and the New Year till Holi. In 
this frenzied whirl of spending, jet lag strikes very rarely. + 





With reports from Ashoke Laha and Mitu Jayashankar 
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Hi Vikram, 

Our company has sent 30 of us on a vacation cruise. Getting time 
out from work and spending it with Priya and the kids is such a 
welcome break. And the facilities are marvellous right from the 
service to the food. Hats off to Princess Cruises. The view is just 
divine. The kids are very excited. They have a lot to do and are 


THE CORPORATE 
EXECUTIVE 


enjoying themselves splashing around in the pool and playing 
with my colleagues’ kids. Priya and I join them often for the 
many family activities being held. 

l even manage to sneak off early morning to the golf simula- 
tor. I's a good thing that we brought along our dancing shoes 
because there are many live bands and dance venues that keep 
us in the ‘swing’ of things. The CEO’s in a good mood, not dis- 
cussing business at all. 

Hope you are doing well, 
Best Wishes, 
Dev 


up a jacket for Sunita and an over 


NEW RICH — 
TRADER 


coat for myself — itis very cold 
here and we want to be prepared 


for our next visit, 


Hello Ravi, 
Kem cho? London is nice. Though 
Singapore is cleaner. | and Sunita 
wanted to have a comfortable stay 
and live the way we want to. So, we 
made arrangements to stay ina flat 
and nota hotel. We cook our own 
food here. We made sure we carried 
all our masalas. 

It is very easy to keep busy because 
there is so much to see and do here. We 
shopped at Marks & Spencer. We picked 


NEW RICH — ENTREPRENEUR 


Dear Mom, 
The business meeting went off without a glitch. Khushi and 
the kids have joined me here for a little vacation. They are 
quite thrilled with the view from Petronas Towers; I’m glad 
they are getting a chance to see the world. The highlight of 
the trip so far was the tour of Kuala Lumpur by chopper. 
Cost us Rs 36,960. It really had the kids squealing with glee. 
Khushi and I are both looking forward to Mega Sale Carni- 
val and the Malaysian F1. Khushi and I keep discussing how 
far advanced Malaysia is compared to India. I got a chance 
to unwind and after so long and feel so much better. The 
company will find a rejuvenated CEO upon my return! 

Love from us all, 

Your loving son, 

Shriram 
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Next we saw the change of 
guard at Buckingham Palace. We 
also went to Madame Tussaud’s 

Wax Museum. Some of the wax 
sculptures were so lifelike, my 
God! Sunita was admiring 
Amitabh Bachchan's sculp- 
ture. We have taken a lot of 
pictures to show everyone 
how much we enjoyed. 
Love to you and Rajshree, 
Sushil 
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Tripping on riches 


They love to travel, but often by the road less travel 





ed. Check 


out some of the typical destinations of India’s well-heeled 


DEV DUTT DAS 


HE itinerant Indian is very much alive and | 
kicking, thank you. Last year, 4.2 million Indi- | 
ans essayed abroad according to the Travel 
Agents Association of India, up from 3.8 mil- | 
lion in 2001. Indian tourists are now almost 
as ubiquitous as Japanese or American 
tourists. It’s hard to figure out the demogra- 
phics of the leisure traveller who makes up 55% of these num- 
bers. But, says Sunil Hasija, business head (leisure), Travel | 
House, 20-30% are individual entrepreneurs, 40% are corpo- 
rate executives and the rest, software professionals. | 
Individual travel agents do throw some light on the habits of 
the wealthy traveler. Anil Bhandari, managing director, Travel 
House, says that in the last couple of years, Swiss chalets have 
become extremely popular. “Typically, two families go to- 
gether, along with cooks and maids,” he says. A standard four- 
bedroom villa could cost $500 (Rs 23,500) to $1,500 per day. 
The destinations abroad cover the whole globe — even New 
Zealand, South America, Hawaii and Seychelles. Mauritius is a 
big magnet. “About 200-300 super rich families go there every 
year,” says Virat Rajbhalla, country manager, Mauritius Tour- 
ism Board. One reason is hunting. Tourists can hunt wild boar | 
and deer, both a menace to sugarcane farmers. A four-member 








THE RURAL RICH 


Pai Lagoo Bebe, 
How is your cough now? Lovely, Chunnu and I are having a 
lovely time in Singapore. It was a good thing that Chunnu 
talked us into taking this trip. The travel agency did a 
badiya job. When Sunny praji was here last year, he spent 
a lot on his stay. But we have jamaoed our adda at a good 
but sasta hotel. We bought a DVD player from the Mustafa 
Shopping Centre. We also got you a cordless phone. Now 
you will not have to run when I phone you. Then, we 
wanted to do something non-desi. So we went for the 
Night Safari at the Singapore Zoological Gardens. Lovely is 
scared of white water, so we went sailing, where Chunnu 
went ‘boom-netting’. His glasses got lost in the sea! 

Your puttar, 

Baldev 
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expedition costs 1,200 -1,500 euros; you can keep the hunt. The 
Rs 4,000 submarine ride is also a big attraction. 

The Malaysian Formula One racing is also popular among 
rich Indians. “The F1 attracted 900 Indians this year... (up) from 
150 in 2001,” says P. Manoharan, director of Tourism Malaysia 
in India. The best view of the races for all three days costs 
$5,000. Indians, like the Bajaj’s, have also been seen at Burj Al 
Arab in Dubai, one of the world’s most expensive hotels. 

Within the country, spas are a rage. Like the much-talked- 
about Ananda Spa in the Himalayas. Managing director Ashok 
Khanna says money is never really an issue. About 30-40% ofall 
visitors opt for one of their 11 premium packages. The 21-day 
Ananda Ayurvedic Rejuvenation Rasayanam Program, which 
includes personalised ayurvedic therapy, costs Rs 280,000. 

The Park Hyatt Goa Resort and Spa also offers a ‘nurturing 
journey to serenity’. Its most popular package costs Rs 20,000 
for a three-night stay, but its presidential suite costs Rs 75,000 a 
night. You could hire a yacht for a lakh a day to add some jazz. 

Given the numbers of Indians travelling abroad, there is 
some segmentation of destinations happening finally. Though 
not stereotypes, the postcards, with information culled from 
travel agents, give a sense of who is going where. If there's no 
card for the old rich, don't be surprised. They've seen it all. Plus, 
“they have needless tantrums, whims and fancies,” says a travel 
agency executive. “We don't like to service these people.” W 
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Chandan Desai, Taib Securities 

“Equity funds being the only alternative to direct 
trading, there is often a mismatch between the expec- 
tations of investors and the performance of the funds” 


SANJIT KUNDU 


VIKAS DHOOT 





old rich and the nouveau riche, the high income 
corporate employees (wealth creators) and the 
inheritors of large estates (wealth preservers)... 
Whichever category they belong to, they will 
find mutual funds, private and foreign banks, fi- 
nancial product distributors, insurance firms, 


brokerage houses knocking on their doors, offering to manage | 


their wealth for them. 

Even the old rich, who have figured out ways to deal with 
most intrusions into their private lives, are hard put to keep at 
bay the smooth-talking financial services industry agents dan- 





gling seductive potential returns. There is always a demand 
among high net worth investors for good financial advisors and 
portfolio managers. This is the need they expect to fulfil. 

For the rich, managing investments before the 1990s was 
easy. They bought gold, some prime or promising real estate, 
subscribed to public issues of shares that were then compulso- 
rily priced at par or at a low premium fixed by the now-extinct 
Controller of Capital Issues. Only when a sector entered a new 
cycle would they sell. However, with the markets opening up in 
1991, the rules of the game changed and specialised invest- 
ment managers were needed for the busy or clueless rich. 

Investing in mutual funds, when they came, was an option. 
But their performance has been far from satisfying. And today, 
there is very little to choose between most equity mutual funds 
and constant pressure of performance does not allow mutual 
fund managers to take smarter longer-term risks. Moreover, 
mutual funds being a kitty of thousands of investors’ money, 
cannot service the special needs of high net worth clients. Most 
Jain investors, for instance, don't invest in mutual funds as they 
may invest in tobacco companies. 

Chandan Desai, head (marketing), Taib Securities, which 
has just entered the portfolio management services (PMS) 
business, says “equity mutual funds being the only alternative 
to direct trading, typically there is a mismatch between the ex- 
pectations of high net worth individuals and the performance 
of the mutual funds; in PMS, we first assess the investor's risk- 
return appetite and offer a tailor-made service’. 

To cater to the special needs of the rich, the Indian PMS in- 





| dustry evolved in the late 1990s. It’s not a new concept really, 
| Wealth management services originated in the form of private 
HERE are the super rich and the ultra-rich, the | 


banking back in the mid-18th century in western Europe and 
gained firm roots in Switzerland in the last century. Swiss 
bankers have always been the best friends of the super rich. In 


| the US, Berkshire Hathaway has been managing the affluents’ 


wealth for generations, while niche financial advisory and 
planning firms for the rich abound. 

Jiten Doshi, director, Enam Asset Management Company, 
notes: “Private bankers and financial advisers the world over 
take care of the entire family’s balance sheet. From structuring 
business ventures to managing property, they provide end-to- 
end solutions. Here, the business is still at a nascent stage.” 

According to Rohit Sarin of Client Associates: “Institutions 


A parking problem 


For every rupee of idle cash with the rich, there are 10 fund 
managers offering to invest it for them. Whom should they trust? 
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KERALA TOURISM 






ysteries 

of nature 

and the 

subtle vibrations 
from her, has a 
far reaching 
effect in 
rejuvenating any 
J weary soul with 
out having to 
indulge in any 
Director of Kerala Tourism | acts of soul 
purification with austerity. If you are looking 
for this break, you have to be in a destination 
where everything is natural and God’s own. 
Sandwiched between the Arabian Sea in the 
west and the Eastern Ghats in the east and 
networked by 44 rivers, God’s own country 
needs no introduction to travelers. Blessed 
with unmatched natural diversity, this 
paradise holds almost all the tourist attractions 
that you aspire for namely serene beaches, 
enchanting back waters, mist clad hill stations, 
lush forests, exciting wild life, trekking trails, 
scintillating water falls, tropical islands, 
Ayurvedic health centers, historic monuments, 
pilgrim centers, spectacular arts, cultural 
heritage, colorful festivals, boat races and 
exotic cuisine. The National Geographic 


N 
y 


traveler has put Kerala on the world tourism tasini 


map, as the one of the 10 paradises o 
world. 

“In Kerala, tourism has emerged as one of 
the few economic alternatives to develop the 
state economy because of the potential it holds 
in generating employment and income for the 
state exchequer” says Alkesh Kumar Sharma, 
Director, Kerala Tourism. Though the 
Government agencies in the state have little 


se boating, Shing equipment and 


resources, they were very much focused in 
identifying and putting their energy in 
positioning new destinations, which made 
tourism in Kerala unique with variety. 
Constant product innovations, destination 
development focus, aggressive marketing 
strategies and above all unmatched quality of 
the product can be attributed to the success of 
tourism there. 

The God’s own country is now extending 
its creative strengths into making the state a 
tourism driven destination which offers 
business, festivity, holistic healing and leisure 
while you are away from the daily doldrums of 
business. There are confirmed plans to 
organize various tourism promotion events, 
the major event in this direction, christened, 
“The India International Boat Show (IBS) Sep 
2003, India’s premier boat and maritime event, 
is being organized by Kerala tourism, 
aggressively promoted in India and abroad by 
India Tourism and India trade Promotion 
Organization. This year’s show is said to be a 
definitive boat show that would bring together 
on a single platform, the entire aquamarine 
industry from India and other countries. 
Encouraged by the response of the first boat 
show, they are taking the show to an 
international level and re-branding the event 








technology & software. IBS will be a premier 
event of its kind in the region between Middle 
East and Southeast Asia.” According to Alkesh 
“The response has been extremely impressive 
with 30 exhibitors having Confirmed 
participation already. And 70 more are in 


PROMOTIONS 


Rendezvous with Nature 


various stages of committing participation. It is 
a very positive sign.” The tourism dept also 
plans to coincide with IBS, Kerala Gold Fest - 
SWARNAM with an intention to highlight in 
the local 


grandeur and purity of Kerala gold, its artistic, 


and international markets the 
aesthetic values and traditional craftsmanship 
and to add extra sparkle to the state as God’s 
own Golden Gateway. 

With the success rate of the dept in 
developing successful tourism destinations in 
the state, they are currently focusing on 
developing eco tourism, backwater resorts, 
heritage promotion, eco friendly conservation 
and preservation in the Malabar region. The 
success of Kerala tourism is associated to the 
huge volumes of the private sector 
participation in the hospitality and tourism 
segment, detailing on this Alkesh said, “We 
help in developing the basic level infrastructure 
and do aggressive destination marketing, 
which solves major chunk of the investor's 
problems more over we are an investor friendly 
state where labour laws are clean and simple 
that enables us to maintain cordial relationship 
with the Government is 
proactive. The investments made in the state's 
hospitality segment have never failed and there 
is lot of potential in this segment. We have 


investors and 


tors as well as FDIS. We welcome 
investments with open hand.” Now, with the 
state government focusing on infrastructure 
development and strengthening air and rail 
connectivity. E 


Cspot and Afloat, journey to 
kerala is getting cozier and 
remarkable than ever imagined 9 9 
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and banks have a dominant marketshare today. That is be- 
cause the profession here is in a nascent stage and clients pre- 
fer to depend on a large institution on account of the absence 
of niche financial planning firms. Our scenario is similar to that 
in the US in the 1970s, but is set to change on similar lines.” 

As it stands today, PMS are offered by about 50 institutions, 
which include banks, mutual funds, brokerage houses, etc. 
And with Sebi’s recently revised guidelines, the number is 
growing fast. The new guidelines have dealt with some of the 
major issues plaguing the industry — 
removal of the one-year lock-in pe- 






































HEMANT MISHRA 


riod for investors lets them move out Jiten Doshi, 

of a badly-performing scheme. Also, Enam AMC 
allowing portfolio managers to 

charge performance-related fees en- “Abroad, private 
sures that their interests are in line bankers and finan- 
with that of the investors. 


cial advisers take 
care of an entire 
family’s balance 


With minimum investments ran- 
ging from Rs 5 lakh to Rs 5 crore, two 
distinct types of schemes abound in 


when a PMS with 10 clients buys 1,000 Reliance shares, it 
has to apportion them equally to all clients’ accounts at 


the segment — discretionary and s But here the the weighted average price. Most PMS operators prefer 
non-discretionary. In the first, every business is still ata getting clients to sign on non-discretionary basis to 
investing decision is made by the nascent stage” evade such rules while running the scheme as a de facto 
portfolio manager. The investor gets discretionary scheme. 

alittle leeway in deciding investment Market sources say PMS schemes can significantly 
strategy. In a non-discretionary scheme, every investing deci- | outperform mutual funds as they can take smarter long-term 
sion needs to be discussed with the client. bets and they do not have to deal with constant redemption 


However, running a discretionary scheme invites alotmore | pressures. But 90% of the PMS market is unscrupulous, Most 
Sebi guidelines than a non-discretionary scheme. For instance, brokerage houses that offer this scheme, for instance, consider 
these clients as captive sources for brokerage business. Two in- 
dependent business analysts who were planning to launch a 
PMS recently approached a couple of brokers to be their trad- 
& ing partners. The brokers asked the analysts how much ‘churn 
rate’ they could generate from these clients? The churn rate is 
n the number of times a portfolio’s shares are bought and sold 
over a year. Brokers like churn rates in the region of 200-300%! 
What's worse, a lot of PMS outfits also use their clients’ 
money for front-running dubious stocks. For instance, in 1999- 
2000, Khandwalla Securities was managing around Rs 3,500 
m crore in non-discretionary accounts and most of this was in- 
vested in software stocks and duds like HFCL. 
So while the right wealth manager can do wonders for a 
3 portfolio, the wrong one can push the investor out of the ‘rich’ 
league pretty quickly. So one has to be very, very careful. An in- 
vestor must insist on getting the portfolio manager’s 3-year 
track record and look for the least possible conflicts of interest 
between the PMS operator's main business and your portfolio. 
t3 PMS portfolios need to be disclosed only once in six months, so 
trusting the portfolio manager is very important. 

With investment options increasing gradually, one needs a 
dynamic and smart manager. Not every market operator can 
advise on the best art to invest in, or the best international debt 
instrument to buy. DSP Merrill Lynch’s Pradeep Dokania says: 
“Some of our clients’ investments in dollar debt are marginal 
since the freedom to invest in these came when the rupee was 
rising. Investing in foreign equities is also possible now. And we 
may not have hedge funds (a favourite of the rich abroad), but 
we are an evolving capital market with a growing deriva- 
tives market —a big option going forward.” 

Pradeep Dokania, DSP Merrill Lynch Venture capital fund investments, stakes in unlisted 
firms, maybe even real estate mutual funds — the invest- 
“We may not have hedge funds yet, but we are an ment options for the Indian rich is expanding. The ex- 
evolving capital market with a growing derivatives tent of services being offered by wealth managers is also 
segment — which will be a big option going forward” advancing. But if one doesn't tread with caution, there 
may be big trouble in deep pockets. R 


HEMANT MISHRA 
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MY LONG-TERM 
GAME PLAN 
FOR THE 
SHORT-TERM 
WORLD. 


The market is volatile. Consumer confidence is fickle. And you've got a business to run. Clearly, 

















you need business systems that help you plan accordingly. SAP has more than 30 years experience 
helping companies run more efficiently. From analytical tools that help you take decisive action to an 
open e-business platform that helps you get more value out of the systems you've already invested in. 
So now, no matter what size company you are, we have a long-term plan for you. To know 


more e-mail info.india@sap.com or call us at 080 5582086. 
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>T-RUN BUSINESSES RUN SAP 


OF THE INDUSTRY-SPECIFIC SAP WHITE PAPER AND A Cf ILATION OF 


S INDUSTRIES E-MAIL US AT info.india@sap.com 
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Cellular phones 


Vertu, a luxury communication company (part of 
Nokia) launched this stylish handset in January 
2002. It has a sapphire crystal screen, gold and platinum 
finishes, and sells for $4,900-19,450. A big selling point is 
a special button that connects the user to Vertu’s dedicat- 
ed concierge service, which can organise travel, restaurant 
and hotel bookings, or find a doctor or florist in a foreign 
city. The service is available worldwide in five languages. 
Detailed records are kept of each customer's preference. 
Though its lack of support of such technologies like 
Bluetooth will leave the geeks unimpressed. Thankfully, 
the company offers upgrades via removable innards. And 
you might soon have a choice if you want to blow mega- 
bucks on sophisticated phones, Siemens has launched 
fashion accessory phones under the Xelibri brand. = 





PC monitors 


If you carry an Amex Gold Card, fly BA first class or drive a 
Hyundai Sonata, Samsung might just send you a brochure — a 
pitch for a PC monitor that you can hang on the wall. 
Samsung India Electronics country manager (products) Sonal 
Anand says: “Our monitor is a 24” multifunctional device — PC 
monitor-cum-TV. These use thin film transfer high-resolution 
technology.” On a TV screen, the visible grains (pitch) are 0.6 
mm in size, while for your bulky desktop monitor it is 0.2 mm. 
On a Samsung TFT it gets lot smaller and betters image sharp- 
ness. Samsung's 241 MP was launched three months back. It 
costs Rs 2.46 lakh. It’s top end models sold 40 already. | 
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Toys are us 


Some of the products that will be vying for your money 
when you are on a spending spree 









SHELLEY SINGH 





HE appeal of doodads lie less in the technology 
— actually a given — but more in the exclusiv- 
ity they convey. The products signify being 
with it all the time. For companies peddling 
them, its important to keep introducing 
enough new things, to have your customer 
hooked all the time. 

Consider that Becker Automotive Design, a Los Angeles 
firm that soups up SUVs with cocktail cabinets and satellite 
computer links at $85,000-250,000 a go, is expecting business 
to double in a year. Hermes Birkin handbags that sell for up to 
$13,000 have a waiting list extending to years. And the $300,000 
DaimlerChrysler Maybach comes even with a humidor. 

The Indian super rich isn’t quite in the global league. Not 
because they don't have the cash — a few do — but since many 
of the drool items don't find their way here. But the Indian su- 
per rich aren't entirely deprived. There's still enough available 
to make the other guy jealous with the newest TV, shoes, music 
systems, PC monitors, refrigerators, pets, mobiles, etc. What 
you see are some of the expensive toys that have been launched 
in the last one year or so that should appeal to both sexes. The 
dog isn't available yet, but should debut soon. And if you think 
the shoe isn’t a gizmo, wait till you read about it. Of course, if 
you want to own the whole lot, it'll set you back by Rs 35 lakh. 
Small change for some cool playthings. E 





DILEEP PRAKASH 
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Refrigerators 


Whirlpool’s side-by-side refrigerator comes with a separate ice and water 
dispenser, a chill hamper, a built-in water purifier and a wine rack. The 
700-litre fridge you see in the picture has a 280-itre freezer section and 
costs a cool Rs 1.20 lakh. The Samsung side-by-side has a twin cooling 
system — two evaporators and two fans in the refrigerator, one each for 
the refrigerator and the freezer, which results in these refrigerators giving 





Reebok Diamond 
Collection shoes 


Imagine running in a pair of shoes that cost close to 
Rs 10,000. Well you can, if you chose to buy 

Reebok’s Diamond Collection. The shoe costs a cool 
Rs 9,990. And before you laugh us off, remember 
that it is already selling 60 pairs a month here, bare- 
ly a few months after launch. Diamond collection uses 
DMX technology — dynamic flow of air cushions you on the 
move. Cushioning at exact pressure points — on the ball 

of the foot, toes and back heel — ensures smooth walk, 
run or play. 

A three-dimensional ultra4ight technology sole made 
out of ethyl vinyl acetate (EVA) backs that. EVA is blown to 
create a light material with shape memory built in it. That’s 
also when a shoe becomes a gizmo. Reebok incidentally 
spends $100 million of shoe R&D annually. E 
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35% faster cooling than frostfree refrigerators. Market size for side-by- 
sides is 2,000. Samsung sold 650 last year. Its 570-+itre model costs 

Rs 79,900 and one with a dispenser and bar comes for Rs 98,900. The 
680-litre model costs Rs 1.16 lakh. Choice of finish includes off-white 
and mirror coated — you can look at the fridge and get dressed. E 





Music, home theatre systems 


The thing about Bose systems is that you don’t notice 
them. A single media centre rather than a stack of compli- 
cated components. In India since 1996, Bose has three 
stores now. An entry-level system costs Rs 32,900 and 
goes up to Rs 2.09 lakh. What surprised Bose was that its 
Lifestyle home theatre that starts at Rs 1 lakh-plus outsells 
entry level speakers twice over. Bose also wires houses up 
for Rs 10 lakh-50 lakh. Tannoy 
speaker systems are more 
expensive, starting at around 

Rs 70,000 for a home theatre 
and going up to the Rs 204akh 
range for a 5-channel ‘Dimen- 
sion’ system and beyond. Have 
even more cash? Buy Krell. With 
single-channel amps that cost 
Rs 30 lakh each, Krell can cost 
as much as Rs 2.5 crore. You 
cannot complain about noise 
after that. ee 
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LIFE STYLE 


Watches 


That’s Baume & Mercier in pink and white gold at Rs 4 lakh each. 
Special features could vary from watch to watch — they could be made 
of gold, or a combination of steel and gold, could be set with dia- 
monds, could be chronographs, could have special movements. Says 
B&M India head Gurinder Sahni: “There is no limit to the price point as 
B&M makes special editions of models — which could be entirely set 
with diamonds. These are ordered on special request.” At the very high 
end, brands include Zenith, Patek Philippe, Vacheron and Breguet. 
That could weigh your wrist down by at least Rs 1 crore. B&M isn't the 
only top-end model of course; a whole range of others are available 
today — Omega, Rolex, Tag. The market for top end is booming, says 
Ravi Thakran, who has just launched Christian Dior watches here. W 


Plasma televisions 


Whether you want to watch a sporting event, a movie on DVD, a 
satellite broadcast, or even surf the Net with incredible big screen 
impact, chances are a plasma monitor will accommodate your 
needs. It has higher resolution than conventional TVs that use an 
electron beam to scan the picture tube from top to bottom at reg- 
ular intervals, lighting the phosphors to create the image. There 
visible scan lines can be seen. Most plasma displays include 
built-in line doubling to further improve images. 

Philips launched plasma TVs about four years back. It comes 
with 32”, 42” and 52” screens — you can hang them on the wall 
— and cost Rs 3 lakh-8 lakh. Aslam Karmali, head (Consumer & 
Trade Marketing), Consumer Electronics, Philips India, says the 
plasma TV market has a size of about 350 a year with 30-40% 
growth each year. Samsung launched a 42-inch plasma TV that 
retails at Rs 4.75 lakh; it sold 125 of these last year. a 





Robot pet 


Sony's robot pet doesn’t look much like a dog; neither can it 
roll over and play dead. But at least, it won't stain your carpet. 
At $1,000, the designers of Sony's programmable canine 
robot are hoping that it'll be your dream pooch. Aibo, whose 
name is a combination of the words Al (for artificial intelli- 
gence) and BO (for robot) is Sony's smart pet. 

Owners of Sony's Aibo robot doggie report a strong emo- 
tional bond, akin in many ways to the attachments formed 
with flesh-and-blood pets. The four-legged creature can 
respond to voice commands to sit, stand, or lie down. The canine learns from experience and can express ‘emotions’ such as 
anger, sadness and happiness. And with a $450 ‘performance’ attachment — the ERF-510 Aibo Performer kit — Aibo’s owner can 
become master of the pet's every motion. Through the PC interface, owners can create customised voice commands to control 
the pet’s movements. The commands are stored in an 8MB memory chip on the Aibo. There are about 5,000 Aibo-owners world- 
wide (none reported in India). You can buy Aibo online or at stores in Japan, Europe and the US. Or on your next trip abroad. E 
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In 2002, CNN viewers... 
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Would you like to meet them? 


If yes, call Sanjay Dhar, Turner Intl. at 9820101112. 


Regional News & Business Channel Viewing. Total 9 Asian Markets 











PAX 2002's study of affluents in Asia, 
confirms CNN's position as the leading 
international news channel. The same 
findings also reveal that CNN's viewers are 
highly affluent consumers, with impressive 
purchasing power. 
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Asummer camp in Switzerland offers a different learning experience for those who can afford it 


CHITRA NARAYANAN 


CHOOLS in India are fast becoming like cars, cell- 
phones and other gizmos. After much angst, you 
choose what you think is the right school for your 
kid, when along comes a more modern alterna- 
tive with better facilities, an improved curriculum 
and so on. And, it’s not as easy to abandon the old 
and move to the new as it is for cars or cell phones. 
From slates to copybooks to laptops, schooling in India has un- 
dergone a sea change. 

Gone are the days when India’s richest kids were crowded 
into a handful of schools. The royalty would either send their 
children to public schools in England (Madhavrao Scindia, the 
Nawab of Pataudi, his son Saif Ali Khan, et al, have studied in 
Winchester College) or schools like Doon and Mayo College. 
The other options were residential schools such as Lawrence 
School in Sanawar and Lovedale, Kodai International, Rishi 
Valley in Chitoor, or posh schools in Panchgani. A few like 
Amitabh Bachchan would send their wards to finish their edu- 
cation in Switzerland (Abhishek Bachchan in Aigon College). 
Then there were the prestigious day schools put up by the 
British and the French suchas Cathedral in Mumbai or La Mar- 
tiniere in Kolkata and Lucknow. 

Now, these old favourites are dropping way down in the rich 
parents’ wish list. Instead, fancy day schools in the cities are the 
first choice. Sentiment is being thrown out of the window — so 
whatif generations from one family had studied in the same in- 
stitution? As Arjun Ray, chief executive, Indus trust, which 
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opened one of the poshest new schools in Bangalore on 14 July 
this year, says: “The preference of parents in deciding the 
school for their children has undergone a major change. Many 
of them are aware of the inherent flaws in the education system 
they were brought up in.” Also, as Gowri Ishwaran, principal, 
Sanskriti School in Delhi, points out: “Earlier, there were not 
very good options available.” Some also feel that schools like 
Doon and Lawrence, built on the model of British public 
schools, are an anachronism today. 

Others argue that the older, established schools can't ac- 
commodate all the demand; and while the newer schools can't 
offer the name, they can offer many more facilities instead. 
New schools are coming up all around. In the Doon Valley, new 
schools like Sela Qui have taken the shine off Doon School. 
Jaipur and Alwar are fast gaining ground as new seats of learn- 
ing. Jaipur has schools like Sanskar, while in Alwar, the Sagar In- 
ternational school built on a 142-acre campus at an investment 
of Rs 50 crore, is attracting considerable interest. In Bangalore, 
schools like Aditti International, Vidya Shilp, The Jain Interna- 
tional School, The International School of Bangalore and the 
Canadian School are creating a huge buzz. In Hyderabad, it’s 
institutions like Oakridge school and Parkwood International 
school that are now sought after by returning NRIs. Also creat- 
ing hype in the city is the Sreenidhi school near the Himayat 
Sagar Lake with a polo field and golf course. Chennai still re- 
mains largely egalitarian where schooling is concerned but 
Coimbatore, which has a lot of old money, has seen some hec- 
tic activity with Delhi Public School and other chains venturing 
there. There are reports that Mithun Chakraborty is also setting 
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e cool schools 


Today's affluent parents have very different ideas about what 
kind of education their children should get 


up a top-notch school in the textile town. 
In Delhi, the Wi-Fi-enabled Pathways World School in Gur- 
gaon has hogged considerable press. It claims to have filled all 


its seats in its very first academic session, while in Mumbai, the | 


day the Dhirubhai International school threw open its doors, 
stars like Shahrukh Khan and Aditi Govitrikar apparently 
queued up to get their kids admitted. 

So what is it about these new schools that are drawing rich 
parents like magnets? What happened to things like academic 
record of the school, its lineage, etc.? 

For the rich-come-lately, it’s mere externalities that swing 
the choice. The fact that a G.D. Goenka School has air-condi- 
tioned classrooms or that a school offers horse-riding is 
enough to influence a decision. 

But ask the discerning elite and they will tell you that they 
look at factors like teacher-student ratios, individual attention, 
library facilities, computer labs and, most importantly, alterna- 
tive models. Especially, in Hyderabad, Chennai and Bangalore 
schools that are ‘different’ are quite the rage. And all these new 


schools talk of a teacher-student ratio of around 1:16. “The | 


most important influencing factor for the parents’ choice of 
school is to go ahead beyond the narrow confines of the class- 
room. They want their children to acquire wide-based knowl- 
edge and multi-disciplinary skills beyond academics,” says Ray 
of Indus. He asserts that at any given point, Indus International 
will not take more than 550 children. 

Also, as Snehasis Mishra, who works for an MNC says, cur- 
riculum is a deciding factor in opting for these newer schools. 
Mishra is expecting a posting abroad and is seeking to shift his 
two children to the newly-opened DPS International. For the 
rich parents, most of whose kids opt for higher studies abroad, 
it makes eminent sense to opt for an International Baccalaure- 
ate (IB) curriculum. As Pathways’ Prabhat Jain says: “An IB 
Diplomais a passport to enter 
renowned universities across 
115 countries around the 
globe.” Till now, there were 
barely a handful of schools 
like Kodai International and 
its sister institution Wood- 
stock in Mussoorie and the 
American School in Delhi that 
offered the IB curriculum. To- 
day, most of the new schools 
offer a choice of IB and 
CBSE/ICSE in the last two 
years of school. 

Certainly, there's a rising 
trend in the number of chil- 
dren going abroad for higher 
studies. In the last few years, 


ae ee 








around 80% of the children from Cathedral school have gone 
abroad. US embassy officials say that on an average they issue 
18,000-20,000 student visas. “India is the leading source of stu- 
dents for most countries,” says an embassy official. 

In all this what comes through is that money is just not a 
constraining factor any more. Just look at the fees charged by 
some of the new schools — a regular boarder at Indus Interna- 
tional will have to shell out Rs 305,000. And mind you, this is a 
good Rs 1 lakh less than other international schools. By com- 
parison, the old residential schools are far cheaper — the fees at 
Doon, Mayo and Kodai International all vary between Rs 1.25 
lakh and Rs 1.65 lakh. Add to this the cost of uniforms, pocket 
money, books and camps (all schools take kids on annual ex- 
cursions that cost a pretty penny). Also, don't forget tuitions — 
most kids today have private tutors at home charging on an av- 
erage Rs 250 an hour. 

Also, consider how expensive montessories are. In Delhi, 
Step by Step, Little Minds, Your Kids r Our Kids, Little World and 
Kangaroo Kids are frequented by toddlers from rich homes. 
Some of these take an initial deposit of Rs 20,000 and charge 
monthly fees of Rs 7,000 — a sum that is higher than your mid- 
dle-rung public school’s quarterly fees. 


Outside the classrooms 


Today, academics may be really important but other activities 
are considered even more so. For the rich, this usually trans- 
lates into piano classes, horse-riding, dance classes, theatre 
workshops and tennis. And summer camps are an absolute 
must. “Since many parents do not send their children away to 
boarding schools, these 2-3 week camps are seen as places 
where they can learn to adjust outside the comforts of their 
home,” says Bibi Rani Nangia, Les Elves representative in India. 
(See ‘Rich Little Elves’) 

In the South, go-karting 
venues are the favourite 
haunts of rich kids. Tennis is 
also extremely popular — the 
trend is also catching on in 
the North where till now, 
horse-riding was more popu- 
lar. Bobby Singh of Peninsula 
Tennis Academy has 5,000 
children training at his camps 
today. From just five centres a 
few years ago, today he has 27 
branches in Delhi and NCR. 
“The growth has been 500%, 
you can say,” he says. He 

charges Rs 1,000 per child 
for three days a week of ten- 
nis coaching, yet the de- 
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Pathways World School: Learning with Wi Fi 
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I am the lap of luxury. 
I am Optra. 





If uncompromising luxury is what you seek, then the 
all-new Chevrolet Optra is your dream come true. 
Step into its spacious, wood-finished cabin, soundproofed 


with Total Noise Reduction System (TNRS). Sink into its plush From a cooled glove compartment to cup holders on thi 
E Ry (SE 


seats upholstered in the finest leather. Play your favourite musi 
on its in-dash 5-CD changer. And enjoy a velvet smooth ride o 
its India-specific All-Wheel Independent Suspension (AWIS 


D-TEC, 115 PS, DOHC, 16-VALVE, 1.8L, 32-Bit ECM ENGINE « POWER STEERING * SOFT LEATHER UPHOLSTERY AN 
Wisit us at www.chevrolet.co.in 


eatures mentioned and accessories shown will vary by model and may not be part of standard equipment ¢ *Service Holiday for 2 years or 20,000 km (asp 
kas been manufactured using parts and technology from GMDAT » Colours and specifications are subject to change without prior notice * Colour: 





r armrest, no effort has been spared to pamper you. 
o experience unmatched luxury, stunning looks and 
2some power, test drive the Optra today. You'll agree 


t it makes the term ‘luxury car’ a mere understatement. 





The new name for luxury. 
» © DRIVER'S SIDE AIRBAG e» IN-DASH 5-CD CHANGER WITH 6 SPEAKERS » UNIQUE VENTILATION SYSTEM WITH AIR FILTER 


f : : : jee : Biia Email: customerconnect@gm.co.in 
(schedule), warranty for 2 years or 40,000 km, whichever is earlier + Chevrolet is a registered trademark of General Motors Corporation * Chevrolet Optra 
jay not match the actual colours due to printing limitations. 
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Rich little elves 


== HE privileged set know how to live and even camp in 
style. It’s the cool climes of Switzerland no less 
where the affluent send their children during 
summers to attend camp. After all, it’s the best place in the 
world to learn skiing. 

Les Elfes is, perhaps, the only organised camp that 
takes Indian children abroad. It started in 1987 as a three- 
week summer camp at a chalet in Verbier, with language 
and ski courses. Today, from water sports like rafting, 
hydro-speeding, tubing and banana boating, to airborne 
sports like paragliding, or hang-gliding, children are 
exposed to thrills and chills aplenty. There are treks up the 
Swiss Alps, rope courses to be crossed, rock-climbing, 
figure skating and even golf at an 
altitude of 1,500 metres! Children 
are taken to Lausanne, Geneva, 
Berne, Gruyere (the chocolate 
factory) and Montreux. 

To attract Indian kids, a special 
two-week package has been 
worked out. Most Indian kids who 
attend the camp have been abroad 
several times before but with their 
parents. “It’s the chance to interact 
with kids from other places and 
learn skiing that is a deciding factor 
in sending the kids to the camps,” 
says Bibi Rani Nangia of Les Elfes. 

There is no compromise on the 
luxury during the stay — children 
stay in beautiful rooms in the wood 
and stone chalets. Facilities include 
everything from a library, games 
hall, video theatre and discotheque 
to an Internet room. A nurse, a night 
watchman and supervisors at a 
ratio of 5:1 keep the children safe. 

A two-week package costs 
between Rs 1.35 lakh-1.5 lakh, 
including airfare. Yet it is a package 
that more and more Indians are 
able to afford today and think it is 
worthwhile to do so. As 10-year-old Aarzoo Malhotra says: 
“My mom and dad both think that | have learnt a lot from 
the camp. They say my responsibility quotient has risen and 
| have become more aware of my surroundings.” 

From just 10 children in 1997, when Les Elfes set foot 
in India, 160 have already gone this year. Interestingly, the 
traffic from the South is growing with 40 kids from the 
region winging their way to the Swiss Alps. So much so that 
a change is felt in the camp kitchens. An Indian chef 
assists French Chef Philou and the menu often seeing 
mixes like crepes and cannelloni over sambar rice! a 





mand is far higher than the supply. 

The child today also has a lot more money to spend. It’s not 
at all rare to come across 10-year-olds who get Rs 1,000 per 
month as pocket money. If they are slightly older, chances are 
they would be having an add-on credit card in their pocket, 
with an indulgent papa footing the bill without demur. 

Twelve- to 14-year-olds change cellphone models every six 
months or so without turning a hair. Most schools may have 
banned mobile phones, yet they are there in practically every 
school bag. “It’s cool to flout rules,” says a 14-year-old who 
studies in Delhi's Sardar Patel Vidyalaya, a school that is popu- 
lar with the intelligentsia. She also artlessly tells you that it is 
cool to have an attitude and be what you are not. 


Rich brats or confident youngsters? 


Bibi Rani Nangia and Supriya Mathur take the richest of India’s 
kids to summer camps in Switzerland and insist that they are 
well-behaved, polite and brought up exceedingly well. Now lis- 
ten to what a middle-class Delhi 
schoolgirl Prerna, who studies in a 
posh school, has to say about her rich 
classmates. “They are spoilt, snob- 
bish, and are just about average in 
studies.” The truth lies somewhere in 
between. There is this kid from a re- 
ally wealthy family who, when she 
misses the school bus, is embar- 
rassed to be seen dropped to school 
in a fancy car and gets off much be- 
fore the gate. And then there are chil- 
dren who insist on being dropped in 
their father’s Merc everyday. As Nan- 
gia says, it’s often the parents who are 
at fault — she cites the case of a par- 
ent who sent his child to the summer 
camp with $2,500 as pocket money! 

Then, schools themselves might 
be responsible for behavioural prob- 
lems in rich kids. Outwardly, they 
may pretend to frown at any display 
of untoward wealth, but they are not 
above cashing in on it. There are 
whisperings of how the names of aca- 
demically weak children of rich par- 
ents are put on the retest list — yet 
they seem to get promoted without 
retests. Teachers often fawn over a 
celebrity's child, who is chosen for 
every competition and event at the 
expense of more talented kids. Anu 
Bakhshi, an ambassador's daughter 
who runs a school for slum children, says that schools like G.D. 
Goenka are doing no service to the rich kids. “Children who are 
brought up in air-conditioned rooms will just not be able to live 
in rough situations,” she says. 

Some parents though are seeing the perils of excessive ma- 
terialism and are sending their kids to spiritual camps. Espe- 
cially popular are those run by the Sri Sri Ravi Shankar's Art of 
Living Foundation. No television, no chocolates, no com- 
plaints for the six-day period of the camp which has the sudar- 
shana kriya (breathing exercises), yoga and meditation weaved 
in between a bit of fun and games. 

The fad of spiritualism usually strikes after the follies of 
youth are dissipated, but it seems that by the age of 15, today’s 
rich kids have seen it all. = 
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Enriching lives 


Who provides all those products and services that 
a typical super rich family may want? 


| o 
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he centre of attention: Sur y a Goy 
and their daughter Poysha Jain at their residence 





Housing 


“You meet so many customers. | know the demand for Rs 1-crore plus apartments in 
Delhi is phenomenally high,” says a cocky Manish Uppal, managing director of Uppal 
Builders. But you can’t cajole him into saying how much of that demand he plans to 
meet. The lead indicators: his company has already built about 500 luxury apartments 
in prime addresses in Delhi. Uppal now wants to get into taller buildings, the kind that 
have ‘pricey’ painted all over them. The ones in the picture —there are three of them, 
one on each floor —will set someone back by Rs 2.5 crore each. That seems like a fair 
price for the right postal code and imported marble floors, W/Cs and door handles. 


DINESH KRISHNAN 
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Travel 


For Anil Bhandari, managing direc- 
tor, International Travel House, busi- 
ness is booming as Indians increas- 





Education 


With older schools failing to meet 
new demand, there’s been a flurry 
of school start-ups. From the Amba- 





ingly vacation overseas. In the last 
one year, his business has grown 15-20%. Mauritius — The Oberoi Mauritius 
is popular there — New Zealand and Europe are regular haunts. Now, inter- 
national firms are wooing Bhandari, asking him to market their products. 


nis to the Birlas, everyone's going 
back to school. Many like the Wi-Fi- 
enabled Pathways World School in 
Gurgaon have come up at invest- 
ments of Rs 30 crore-60 crore. With 
annual fees at Rs 2 lakh-3 lakh per 
student and demand guaranteed, 
breaking even shouldn't be tough. 





HEMANT MISHRA 






Investments 










About 700 customers bank with Technology 

Vijay Venkatram, head of HSBC's 

private banking business. To bank Samsung India director Ravinder 
with him, you need financial assets Zutshi has reason to smile. The 


rich are buying his top-end items. 
Last year, he sold 1,000 Rs 1.3- 
lakh projection TVs; this year, he 
expects to sell 3,000. Again, he 


worth Rs 1.5 crore. His business is 
changing — 80% comes from “wea- 
Ith creators” (not preservers); that 
skew is getting more pronounced. 


2 G 


DILEEP PRAKASH 


Security 


Delta Division Securitas India was started sometime in the late 1970s. 
The idea of security guard, then, was a chowkidar or a peon in shorts 
with a lathi. Delta’s founder Major Sharma noticed increased threats to 
the rich. And he latched onto a new and growing market. 

Sharma says that his outfit protects around 40 super rich clients in 
Delhi alone. Better still, his business is pan Indian, spread over 25 In- 
dian cities including small ones like Pathankot. Sharma has over 1,000 
clients all over India. Today, Delhi has 300 private security outfits, Mum- 
bai 280, Kolkata 122 and Chennai 89. 
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Weddings 


This is, perhaps, where you find the greatest depth in service 
providers. They range from entertainment companies, to wed- 
ding planners, flower decorators, apparel designers, caterers, 
trousseau consultants and five-star hotel banquet facilities, to 
name a few. Meher Sarid of Sound of Music, an entertainment 
company known for its DJs and theme decoration, guesses 
there are 20 weddings a year in Delhi alone where a minimum 
of Rs 25 lakh is spent only on décor and at least 75 parties 
where the theme and entertainment cost a couple of lakhs. 

Then, there are people like Vikas Gutgutia. He runs Ferns 
and Petals, a chain of flower shops. About five years ago, he also 
began supplying 
flower arrangements 
for Indian weddings. It 
was a good business 
to enter. In a typical 
super rich wedding, 
the average budget 
for flowers is Rs 1 
lakh-3 lakh. Now, 
Gutgutia has seized 
upon a new opportu- 
nity. He advises the 
new entrants on the 
Delhi social whirligig 
on how to plan for a wedding. He helps them get the right deco- 
rators, the right caterers. End to end solutions, really. 

Tarun Sarda, editor and publisher, Vintage Publications, has 
undertaken Rs 75 lakh worth of advertising in print and elec- 
tronic media for the upcoming wedding exhibition, Vivaha, in an- 
ticipation of post-exhibition sales of Rs 15 crore. Tarun Tahiliani 
sells 300 lehengas at an average of Rs 3 lakh each annually. An 
average upmarket wedding is a 3-4 day affair. Caterers charge 
Rs 1,500 and Rs 2,500 per plate for cocktail parties and wed- 
ding dinners, respectively. On the conservative side, that’s Rs 21 
lakh (Rs 3,000 x 700 guests for two events) for food alone. 





DILEEP PRAKASH 


Art 


The art universe, if you consider only 
paintings, is very small—a Rs 125- 
crore market with barely 100 serious 
collectors. It’s whispered there’s an 
unaccounted for ‘black’ economy in 
art, size unknown. Art evangelists 
claim the official market is growing — 
from a handful of galleries a decade 
ago, today, there are 20-30 in cities 
like Mumbai, Dethi, Chennai and Bangalore. Meanwhile, avid 
Lladro collectors like the Bhagris are on the rise: they are one 
among 5,000, who buy the Rs 3,000-2 lakh porcelain figurines. 





DINESH KRISHNAN 





Fashion 


“The numbers in this industry aren’t too high, it just en- 
joys a high profile,” Tarun Tahiliani told us. Maybe so, but 
that could be changing. This year alone, international 
brands like Boss Hugo Boss and 
Louis Vuitton have come in. Oth- 
ers are on their way in. 

The top-end fashion industry 
is variously projected between 
Rs 125 crore and Rs 200 crore. 
And as activity levels shoot up, 
the industry should move into a 
higher gear. 








DINESH KRISHNAN 


Pets 


Wagging tails at home signal you've arrived even if you 
can't tell the difference between a boxer and a mastiff. To- 
day, dealers guarantee delivery of any breed within 48 
hours, paperwork included. A dog from Russia could cost 
Rs 50,000-5 lakh depending on the 
breed, the pedigree and champi- 
onship titles. Popular ones include St 
Bernards, Yorkshire terriers, Napoli- 
tan mastiffs and beagles. Rare birds 
like cockatoos are also common. 
Some are known to have been 
bought for over Rs 35,000. 
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Gyms & Spas Wines 






When it comes to ob- Mumbai's Sanjay Menon positions himself as the foremost expert in the country. 
sessing about the Many of India’s rich buy wines from him. Menon says the skill in recognising wine is 
body, the rich do it in seen as a ‘must have’ among the rich today. And they find him indispensable. 
style. Top-end gyms He says, over the last couple of years, the private buyers segment has grown 

have sprouted all 200%. The volume of foreign wine, including the Cuvee Dom Perignon, sold 

over the place, charg- here has increased from 13,500 bottles in 1997 to 50,000 in 2002. 

ing upwards of The subculture for wine drinking is also slowly taking shape. Swastik 

Rs 30,000 for annual Home Appliances has brought EuroCave of France, the world’s No. 1 in 





membership. Then there are specialised 
spas in places as diverse as Ananda in the 
Himalayas to Goa. The total industry size is 
more than a few thousand crores. 


wine cabinets, to India. The cabinets cost Rs 75,000-2.1 lakh each. 
Swastik general manager Manoj Jayaprakash says 30 low-end pieces 
and 10 high-end ones have been sold since 2002. Germany's Riedel 
wine and spirit glasses are also available, costing Rs 3,000-4,000. 








Gurus Parlours 
The rich can’t do without The gent with the scissors works at Jacques Dessange, one 
them, the original Indian of the most expensive and exclusive salons in the country. 
knowledge workers. His name is Charlie Sellary. For a hair cut from him, you have 
Sri Sri Ravi Shankar is the to make an appointment 4-7 days in advance. He charges 
current high priest of Rs 1,100-1,400 for a hair cut. Fa- 
them all, though lesser cials start at Rs 1,250 for a nor- 

p deities such as Surya mal sitting and go up to Rs 3,200 
Swami, Bharat Thakur, Vikas Malkani and Asha Ramji for machine-based wrinkle treat- 
reign as well. At last count, everybody from Sunil Mittal, ment. Do they get any business 


with rates like that? Well, yes. The 





Subrata Roy, the Munjal family, to Vilas Rao Deshmukh, z 
Kiran Bedi and Isha Koppikar was hooked. Though a salon in Delhi has progressed Š 
thriving industry, it's measured more in terms of spiritual from 10-12 customers a day to & 
upliftment than material prospect. about 50 on a good day. 5 
COHCEHHSCHOHHESHHEHHOHOEHOEY Horse-riding 


Interiors 


Another business that’s begin- 
ning to show depth. Big indus- 
trialists, says Shaifalika 





In 1996, the Embassy Group of Builders set up a horse train- 
ing centre in Bangalore. At Rs 350 per hour of riding lesson, 
this is not a cheap hobby. Also, in Bangalore there are at 
least three women syndicates who have bought racing 
horses. One syndicate has 10 women who put in Rs 40,000 
each to buy a racing horse for Rs 4 lakh; they paid Embassy 
Rs 1 lakh for its training and maintenance for one year. 
Since then, the horse has participated in several races and 
earned Rs 15 lakh as stake money for its owners. Says Judy 





Panda, senior vice-president pa 
at Renaissance Homes, spend Rs 20 lakh-50 lakh on just fe ame Bidapa(L), one 
the living room. Independent interior designer Manjit ofthe oumas, 
Bhullar says his clients spend up to half a crore decorating a Racing used to 
flat. A 2002 KSA Technopak study says the furniture mar- be a men’s sport 
ket is worth Rs 12,000 crore-15,000 crore. Imported furni- z tillsome time 
ture accounts for Rs 1,000 crore. Houses could have Italian g ago; we have 
marble flooring (Rs 250-700 per sq. ft) or furniture made of 2 brought so much 
Shagoon wood, the price of which is comparable to gold. 2 colour to it.” 
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THE RURAL SUPER RICH 


Amrinder Kahai: Companies offering premium products are not even trying to reach rich farmers like him 


The elusive money 


There are more super rich living in rural India than you think. 
The difficult part is figuring out how to reach them 


M. RAJSHEKHAR 


F you go by the estimates of the National Council for Ap- 
plied Economic Research (NCAER), there are 3,000 
households in rural India that earn over Rs 50 lakh an- 
nually. From his office in New Friends Colony, Pradeep 
Kashyap, the CEO of rural marketing consultancy 
MART, has been railing against this number for a while 
now. It ignores the higher purchasing power of rural In- 
dians, he says. “They pay no taxes. Electricity is free. They don't 
live in rented accommodation, unlike urban Indians.” 

Instead, he says, the NCAER should define the rural rich dif- 
ferently — classifying anyone earning over Rs 20 lakh as super 
rich. Do that, and the number jumps six-fold to 18,000 house- 
holds. And, as we said in our first story, ‘Of Fat Cats and Piggy 





Banks’, there is every likelihood that the actual number might 
be higher — seeing that the NCAER survey is based on little 
more than self-declared income. 

Like urban India, this is also a market in the throes of 
change. Here, too, new routes to richdom are emerging. We are 
not talking about farmers switching from basic crops to cash 
crops. For about five years now, Kashyap has been noticing an- 
other trend. People are moving from agriculture to the non- 
farm sector. There is a growing consensus among rural Indians 
that their future is no longer in agriculture. Why? Because, 
while land is finite, families tend keep growing. As a result, peo- 
ple are realising that their incomes will not be tenable if the 
landholdings continue to splinter as generations pass. As a re- 


| sult, people are moving into new businesses like carpet weav- 


ing, handicrafts, food processing, and so on. Today, while 75% 
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Aa THE RURAL SUPER RICH 


of all people in rural India are engaged in agriculture, only 53% 
of income comes from there. The rest comes from these non- 
agricultural businesses. 

That isn't something which Indian companies have realised 


so far. They don't target the rural super rich at all. As Kashyap | 


says: “I don’t know any company which tries to reach the rural 
Indians to sell their high-value, big-ticket products.” 

Having said that, there are massive obstacles before com- 
panies can crack the rural rich market. Listen to what LG’s mar- 
keting head Ganesh Mahalingam has to say: “I know that there 
are very wealthy people in the hinterland, but, as far as I am 
concerned, they are not addressable.” 

In a regular rural marketing campaign, a company might 
hire stalls in a mandi or a mela, it might hire a van and go from 
village to village. That is not possible with the rural rich. Even 
the standard distribution network — of stockists, distributors 
and dealers — stumbles before the challenge. That’s because 
they are geared to servicing small-to-medium-ticket items. 

“Tt is difficult to find a dealer in rural India who will invest in 
a Rs 4.5-lakh plasma screen television. That will tie up too 





low. Which is where the rural rich stay. Indeed, wealth in rural 
India is concentrated in a few clusters. There is the agricultural 
belt in Punjab — essentially, around Ludhiana, Jalandhar and 
Amritsar. There is the sugar belt in Maharashtra— around Nag- 
pur, Sangli and Kanpur. And, there is western UP — around 
Meerut, Bulandshahr and Muzaffarnagar. Then, you have the 


| non-agricultural areas. Most of these are small towns with lo- 


calised industry — a prime instance would be Sivakasi. The 
town notches up a turnover of Rs 2,000 crore. And there are just 
seven families that control the whole business. Then, there is 
Varanasi (silks), Jaipur (gems and jewellery), Khurja (pottery), 
Aligarh (locks), Agra (footwear). In the south, there is Coimbat- 
ore, which is known for cotton. 

Even if you decide to target these clusters, how do you reach 
out to the rich? Samsung India Electronics general manager 
(customer satisfaction) R. Srikanth refers to a shop in Nagpur 
called Pardesi. This store, he says, sells only high- end elec- 
tronic items. And nearly all its business is generated through re- 
ferrals. At Samsung, he has been trying a variant of that — he is 
doing a lot of database marketing — from credit cards, four- 


much of his capital and there is no guarantee that there will | wheeler ownerships and the like. 


be sales,” says Mahalingam. Further, as he 
says, even if they want to buy one of these TVs, 
they will want to look around and shop for 
features. Which means they will end up buy- 
ing in a town. 

Is there a way to hack this? Perhaps there 
is. The mistakes consumer durables compa- 
nies have made is they went directly from sell- 
ing in the metros to selling in the villages. 
Companies have completely bypassed the 
towns with the population of 50,000 and be- 


PHY are attitudes to consump- 

/\/ tion changing in rural India? 

i About a month ago, I attended 
the wedding of one of my juniors in 
Saharanpur. 

The wedding ceremonies went on for 
seven days. They used to last for just two 
days earlier. There were seven cuisines. It 
was all very ornate. Even in the villages, 
attitudes towards spending are changing 
and changing fast. 

It's a part of a larger change. Across 
rural India, today, people are starting to 
educate their children. The way they invest is changing. In 
the old days, they would have salted their money away in 
gold and land. But today, they are looking for more formal 
financial instruments — something that gives them access 
to liquidity. Why is this changing? For one, due to greater 
exposure to the media, lifestyles are changing. Twenty 
years ago, people weren't exposed to anything at all. But 
today, when the rural youth watch television, say, there is 
resentment that the urban crowd is having a good time. 
This makes them want to upgrade. A lot of the change is 
being driven by the youth. The older generation has not 
changed much. 

At the same time, due to technology, the yield per field 
has gone up. Last month, when I was travelling in Punjab, I 
saw a farmer riding a John Deere. This farmer had a five- 
acre field. A single cylinder 20 hp tractor is good enough 
for that. What he was driving is a 65hp tractor that costs 
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Companies such as ICICI Bank are also re- 
porting that they are beginning to see the early 
signs of a credit culture in rural India. Mean- 
while, some of the newer insurance compa- 
nies are looking at ways of penetrating the 
hinterland. For example, tying up with a trac- 
tor company is an option. 

As the following article by Kashyap argues, 
attitudes towards consumption are changing 
in rural India. Maybe now is the time for the 
big push. i 


two-and-a-half times more. He bought it 
because it gives him status, Status is 
important to these people. How else do 
you explain why the farmers buy mid-size 
cars like the Esteem — even though these 
cars are incapable of navigating the rutted 
rural roads. 

The other big force driving this change 
in attitudes has to do with this move from 
agriculture to the non-farm sector — 
carpet-weaving, gems, handicrafts, food 
processing, and so on. The people in 
these new businesses have travelled to the 
cities. With better exposure, they no longer want to 
continue living in villages. 

Here you have a paradox. In the villages, the new rich 
look down on the old rich — the farmers. These guys also 
spend more than the farmers ever did. Their incomes are 
less affected by monsoons or disease. That gives them an 
attitude that is more amenable to risk-taking. The farmer 
will always try and save for a rainy day. 

Along time ago, I had travelled to a very prosperous 
farmer's house in Punjab. It resembled a farmhouse in 
California. There was a 50hp backup generator. There were 
air-conditioners and Internet connections. But inside, the 
values were still those of the rural India. The social struc- 
tures and values still come from the same agrarian back- 


| ground. The display of wealth is not as prominent or vul- 


gar as in urban India. It still tends to be somewhat flashy in 
Punjab, but that is a inherent trait of all Punjab. . a 
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, HOUSEHOLD DISTRIBUTION ( 000) AT 1995-96 PRICES 
| The following table shows the NCAER's estimates of the Indian super rich. These are influential numbers. They colour how a lot of com- 
panies view the opportunity atop the consumption pyramid. And yet, these numbers don't reveal the true picture 
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| BANKING ON DIFFERENT NUMBERS 


In the absence of official statistics, private bankers have 
been trying to size up the opportunity represented by the 
super rich on their own. The lack of consensus underscores 
the need to study this market more thoroughly 
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Some indicative figures about | o ticrBank 
the super rich of India ica 
THE SUPER CONSUMERS 





Maybe you should look at these numbers too. They provide a report from the trenches 





No. of f people buying Mercedes-Benz cars in a year 

No. of people buying Swiss watches costing more than Rs 30 ,000 in ayear 
Daily sales at the Louis Vuitton outlet i in Delhi (median bill value of Rs 40,000) 

No. of ‘plasma: and projection TVs Samsung sold last year 


No. of ‘D-segment cars sold last t year 
No. of side-by-side refrigerators, costing Rs 79, 990, Samsung sold last, year 





No. of nights Indians spent on luxury cruises, costing $400-4,000, last year on 

No. of Rs 75,000 EuroCave wine cabinets sold last year ~ 

No. of trousseau packages (price: Rs 80,000-100,000) Euro ‘Traditions sells every ymonth 
People buying Tarun Tahilian?’s Rs 6, 000-11,000 T-Shirts everymonth — ee 

Pairs of Reebok’s Rs 9,990 Diamond Collection shoes sold ina month — ` 

Kns amount eee by shoppers at bathroom store FCML CE a 


ee E ee eee 
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OPER} THE SUPER RICH GLOBE 


Gucci, or nothing 


The marketing experiences of luxury goods companies abroad 
and what India can learn from them 


N 


\ 


D.N. MUKERJEA 


HOUGH early evidence on the ground indi- 

cates that a market for top-end goods is slowly 

emerging in India, as the following article 

(‘Price No Bar’ on page 76) explains, purveyors 

of expensive items here are only feeling their 

way around in an attempt to craft strategies 

that can work. Globally, at least in the US, Eu- 

rope, Japan, and some South-east Asian countries, the market 

for expensive labels is well established. Numerous studies have 

been conducted to figure out how best companies can max- 

imise opportunities to sell to the well-heeled. Needless to men- 

tion, these strategies keep changing. For example, the tack used 

during the go-go 1980s was very different from the one used in 
the 1990s, which, in turn, underwent a sea change post 9/11. 

Nonetheless, some broad principles stay the same. While in 

India, a large car or a plasma TV would be called a luxury item, 
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Lessons from abroad 


1) Own the distribution channel, or, at least, 
keep a tight control over it 


11) Create a brand mystique so that people buy 
not just a product but an icon 





| 1 1) Competition is never on price but on qual- 
ity and image perception 





IV ) Appeal of a brand is inversely proportional 
to availability. Exclusivity equals desirability 


Like in the pharmaceuticals business, kee 
hg pipeline of products 
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THE SUPER RICH GLOBE 


the luxury goods industry abroad is defined to 
include, typically, fragrance and cosmetics, 
fashion, leather and shoes, watches and jew- 
ellery, wines and spirits, tableware and acces- 
sories. (The big cars fall in the luxury auto 
classification.) The market for luxury goods 

is estimated at $60 billion-80 billion; the US 
accounts for 30% of it, Europe 34% and Asia 
36%. Interestingly, if you consider the pur- 
chases made abroad by Asian tourists — 
some Indians included — Asia accounts for 
60% of the luxury goods business. 

Research shows that the perceived charac- 
teristics of luxury labels are strong branding 
that cues an exclusive and wealthy lifestyle, 
good design, high quality and premium pric- 
ing. A survey quoted by Karel Cool, professor at IN- 
SEAD Business School, claims that as many as 82% 
of consumers believe that luxury goods are exclu- 
sive, 80% believe they are of high quality, while 
75% believe they are stylish. Interestingly, de- 
spite their tags, only 55% of users believe they 
are expensive and, even more surprisingly, 
only 55% believe them to be long-lasting. 

Cool, therefore, argues that luxury prod- 
ucts transcend functionality. And when sold, 
that should always be kept in mind. 

For luxury goods, that creates its own 
set of imperatives. Consider that, unlike 
every other product category, there are no 
alternatives to a luxury label. Well, actu- 
ally there is one —not buying at all. So, if 
you want to buy a Hermès bag and don't 
find one of your choice, it is unlikely that 
you'll settle for something else. Besides 
being a differentiator, luxury labels com- 
municate a guarantee, help in rapid deci- 
sion-making and, finally, project the self- 
image of the user. This means that the brands need 
to be treated with extraordinary amounts of care. 

The implications of this on distribution are 
important. The logic is that even if you have the 
best-designed product, unless it’s placed at the 
right shop, it'll fail. That’s why directly-oper- 
ated stores are growing faster than any other 
channel. It’s not that the franchisee model has- 
n't been tried. All through the 1980s and the 1990s, lux- 
ury good companies expanded their distribution base by al- 
lowing third-party outfits to sell their wares. But the experience 
was regrettable: most third-party outlets expanded the cus- 
tomer base by offering discounts. That damaged brand equity. 

Take Gucci. Between 1998 and 2000, the total share of di- 
rectly-owned stores increased from 62% to 68%; in fact, Gucci 
reacquired some of its stores from franchisees, especially in 
Japan and Spain. In its 1999 annual report, Gucci wrote that the 
focus was on “directly-operated stores and carefully selected 
wholesale doors, where we are able to ensure that all products 
are presented to our customers in a way that capitalises on the 
exclusivity and ultimate allure of our brands”. 

Today, with the franchise experiment having failed, most 
companies operate through their own stores. While Tiffany and 
Louis Vuitton operate only through directly-owned stores, for 
Hermès, 63% are directly-owned and for Bvlgari, it’s 50%. 
While the role of distribution is unambiguous, the way to 





use brand-building is a little more nuanced. Luxury itemsin | 


the West have a high advertising to sales ratio of 
7%, but the objective is to create a myth around 
the product which intensifies the pull. Jean 
Louis Dumas, head of Hermés, likes to boast 
that he doesn't even have a marketing depart- 
ment. He says his role is only to put products 
out into the world that get picked up. But 
that, perhaps, happens because of the mys- 
tique created around Hermès. Its bags have 
an iconic status. The Kelly range, named af- 
ter Grace Kelly, gained international fame 
when the actress was seen with that bag on 
the cover of Life magazine sometime in 
1956. Again, Jackie Onassis was so closely 
identified with the Constance shoulder bag 
with a big H clasp that people asked for Jackie O’s 
bag. All this ensures that every time you buy some- 
thing, you are not just buying expensive merchan- 
dise, but also buying into a myth. 

Of course, having the right brand ambassador 
also helps. That explains why a Christian Dior is us- 
ing model Yana Gupta for its watches in India, 
though the jury is out on how that'll work. That 

also explains why sister brand Tag Heuer 

(both are from the LVMH stable), which 
uses golfer Tiger Woods globally is so hard 
pressed to find an equivalent face here. 
Creating some kind of scarcity is also im- 
portant. For example, customers routinely 
wait for six months to a year to buy a 
Birkin (from Hermés) handbag priced 
between $4,000 and $8,000; and they 
buy even greater numbers. Abroad, 
this works across categories. Rarely, 
for example, can you buy a BMW offa 
store in the UK— you need to wait for 
around a month-and-a-half while the 
automobile is assembled for you. Rolls Royce em- 
ployees say that while it takes 12 hours to make 
a Lexus, start to finish, it takes 24 hours just to 
stitch the leather steering wheel together. But 
that doesn’t dent sales. In 2001, one of the worst 
years for retail abroad, Hermès’ sales rose 6%. 
One of the issues that luxury labels are trying to 
grapple with abroad is selling to the customers out- 
side the super-rich bracket. This is a question that’s 
pertinent for India too because of its large middle 
class and the opportunity it represents. It’s called aspi- 
rational buying, where people try and create pockets of 
wealth in their lives. In fact, Bose music systems here reports 
that quite a few customers actually save to buy their stuff be- 
cause they want to ‘own a Bose’. However, experience abroad 


| shows that while these people aren't price-sensitive for specific, 


well-thought-out occasional purchases, they show little brand 
loyalty. So, maintaining a balance between the two sets — the 
fewer, high net-worth, loyal customers and the more numer- 
ous, low net-worth, not-so-loyal ones — becomes a problem. 
These days, of course, the US is witnessing a strange phe- 


| nomenon. Though the number of households with a net worth 


(excluding homes) of over $1 million has upped from 3.9 mil- 
lion in 2000 to 5.4 million in 2002, the focus is on ‘affordable 
splendour’, thanks to the recession. So people are not really 
postponing purchase, but buying the more affordable variant 
in their favourite brand. Little wonder, Bentley has launched an 
‘entry-level’ car for $149,000. E 
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Joos athome. So, that is around Rs 24 lakh, leaving 





VALUE FOR Moi 


A crore doesn’ t stretch far, bemoans an Indian crorepati 


for Rs 1 lakh; a few objets d'art like some Lladro porcelain or 
Rs 4lakh; a Chesterfield chaise for Rs 3 lakh, a wine cabi 

Rs 3 lakh with wines worth at least Rs 5 lakh and! will bel 
with Rs 55 lakh. ; 

Maybe I could go in for a side-by-side refrigerat 

lakh), a plasma TV (Rs 4.75 lakh), a sleek Samsung TF 
(Rs 2.46 lakh) and a Vertu cell phone (approxi 
lakh). That's another Rs 19 lakh down — and does 
with enough to furnish the bedrooms and the ki 
wait a minute! For a crore, | wouldn't get a house of my choice 
in a truly posh locality in Delhi or Mumbai. Even if] slum it" 
out and opt for a one-crore property, I won't be able to ħa- 


l; OW far does a crore go? Imagine my chagrin 

when I learnt that the soon-to-be launched 

Bentley I had set my heart on was beyond my | 
| pocket — I could barely afford half of it, in fact. 

™ Okay, sol thought I would check out a top-end | 

hame theatre system, like Krell. With gold- plated leads that 

cost around Rs 30 lakh, the most expensive Krell sells for = 

around Rs 2.5 crore. I could buy another version a few 
notches down for Rs 76 lakh, but hey, that's not top- 

of-the-line. 

- © Clearly, I had to scale down my horizon. Per- 

haps, I could get my loos furnished. A washbasin 

_ with faucets costs Rs 1.1 lakh, a bathtub for Rs 1.5 nish it. Better to roll over and die. 

lakh, a shower cabinet for Rs 3 lakh, throwin a Of course, | could get myself a pet, a qual 


_ fewcisterns and that's nearly Rs6 lakh. Ihave four dog for Rs 5 lakh {like a St. Bern: 
greed Yorkshire Terrier), 


class for Rs 35 lakh and t 
© mentin Mumbai's suburbs. 
the dog will prefer the car. Gos) 































me with Rs 76 lakh. I could furnish the drawing 
room next. A good sofa for Rs 1.2 lakh, a winged 
chair for Rs 75,000, a centre table for Rs 1.1 lakh, curtains 








Why are the best minds wiring in at Kolkata? 





_ Now, it can endorse a bright future. 
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How do you sell 
to the super rich 
when you have so 
little information 
on them? Some 

` „companies have 

_ found a way. 











NE.. IVEN that luxuryitems are just about trickling in, marketing to the 
“rich is still an inexact science in India. At one level, selling to them 
captures the essence of the class divide — shop assistants com- 
l plain that the rich are mostly bossy, fussy and prone to throwing 
| their weight around. Yet, at another level, marketers need to be- 
_ come the rich, or, at any rate, think like them, to succeed. Pre- 

; < dictably, one of the first problems is figuring out whom to target. As 
our first preva mentions, data on the rich is contested. And then, the rich aren't will- 
ing to reveal much about themselves. “At SEC C and D levels, people are forthcoming 
with information; but as you go higher towards SEC A, it gets progressively more dif- 
ficult. And I would term the super rich as SEC A +++ and they are impossible to break 
through to,” says N.D. Badrinath, head, Indian Readership Survey. This is not a pecu- 
liarly Indian problem. A recent survey by Lloyds TSB Private Banking in the UK says 
wealthy people may conceal their wealth. While 70% surveyed said they were com- 
fortable with being rich, 62% were liable to play down their wealth. So marketers 
need to fall back on other means to understand their target group. 

One of the methods that’s popular here is the use of focussed surrogates. Con- 
sumer electronics giant Philips uses the British Airways Club Class database along 
with its own to define whom to sell plasma televisions (price: Rs 3 lakh-8 lakh) to. 
Samsung India Electronics used the database of Hyundai Sonata buyers to promote * 
some of its top-end products like the side-by-side refrigerator, the projection TV, or 
the plasma TV. Again, getting a sense of the market is also a local affair. Daimler- 
Chrysler tells all its dealers that business development is their lookout, while bank 
executives in Mumbai go door-to-door in Cuffe Parade trying to trawl the rich. 

The other route is community building. Lladro uses communities of loyalists — 
the Privilege Society — all over the world to push sales. It creates a club of rich people 
who buy their stuff regularly and also point out others who would be willing to buy. 
Lladro is, of course, available to everyone, but a society helps in creating that aura of 
exclusivity besides ensuring that the right types of people buy it. Forming the society 
isn't difficult. Membership is through referrals. Even then, only one out of five appli- 
cants becomes a member, says Amar Agarwal, managing director, Spa Agencies, the | 
company that brought Lladro here. “People become members not only on the basis 
of their income, but also social standing and passion for art,” he says, The society has 
grown to 450 members in the last year; Lladro:has a store each in Chennai, Mumbai 
and Delhi. Ask Agarwal about how well Lladro is doing and he says that the limited 
edition Ganesha figurine has sold 1,170 pieces. Interestingly, when this was launc- 
hed last year, it cost Rs 69,000; today, its value is Rs 1.83 lakh. Then, the Lord Krishna 
figurines slated for launch next year at Rs 80,000 have already sold out. Besides the 
limited edition items, Lladro’s Delhi shop — they call ita museum gallery — sold 
4,000-5,000 figurines, each priced between Rs 3,000 and Rs 2 lakh, last year. 

Of course, if the brand is very powerful, customers walk in without much coax- 
ing. That's what Louis Vuitton found in Delhi, where its only Indian store is located. 
Though the label's advertised on mass media, Vuitton retail manager Prasanna 
Bhaskar says 50% of buyers are familiar with the label and, perhaps, own one already. 

But they all don't behave similarly. Indeed, it would be fatal to think of the rich as 
one homogeneous lot. Though they may be smaller in numbers, India's rich display 
a far higher diversity than the middle classes do when it comes to buying. The rich 
trader may opt for a product that’s very different from what a CEO may want. 
Bhaskar, who has worked in South-East Asia, says: “In Hong Kong, the buying habits 
of the top lot exhibit a collective pattern, but here, the purchase is very individualis- 
tic.” So, you can never tell which product will do well from existing sales patterns. 

But despite the diversity, one realisation has dawned on marketers: the wealthy 
like personalised service. Put plainly, they like being fussed over. This fits in with 
what Richard Conniff, an ex-researcher with the National Geographic and the Smith- 
sonian has written in his new book The Natural History of The Rich. Inan attempt to 
draw parallels between the behaviour of the rich and those of animals, Conniff says 
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the rich have the mindset of an alpha male in a pack— they like being deferred to. 
Samsung, which has clients like the Ambani brothers, Sachin Tendulkar and 
Amitabh Bachchan, has been looking at this route closely. Late last year, Samsung in- 
troduced a Prestige Service to sell only side-by-side refrigerators and the plasma and 
projection TVs. Based on its database, executives fix appointments for a free demon- 
stration. The Prestige Service team engineers are always product specialist service- 
men (PSS), who are trained by Koreans at Samsung's factory in Greater Noida. Says 
general manager (customer satisfaction) R. Srikanth: “The top-end customer is ex- 
tremely technology-savvy.... So, our representatives have to answer all questions on 
the spot in a convincing manner.” These PSS also provide round-the-clock support. 
The turnaround time for servicing a defective product: six hours. “About 90% of sales 
in the top end... happen due to word of mouth. So we can't take any chances,” says 
Ravinder Zutshi, director (marketing), Samsung. Remember, if these people have 
any problem with a product, they have the habit of calling the head of the company. 
Special service also helps as it plays on the psyche of the Indian customer. Says 
Vuitton’s Bhaskar: “There's nothing stopping most of these people from buying over- 
seas. Yet..., they have to wait in line for their turn. But as the transaction here keeps 
your status in mind and builds that into the process, they are happy buying here.” 
That explains why consumer durable companies differentiate between the top- 
end customers and others. Philips sells its plasma TVs through 15 exclusive Philips 
Arena Shops. It also has 12 Star Service centres in nine cities with six engineers each; 
Each centre has stand-by sets that customers use while their TVs are being serviced. 
The experience in the financial services sector is somewhat different. While all 
private bankers offer a slew of services — you can ask for virtually anything — HSBC 
has a product specially for the Indian market. Many of HSBC's clients, typically small 
businesses with turnovers in tens of crores of rupees, have a new dilemma these 
days — the next generation not wanting to join the business. “In such cases, we bring 
our corporate finance people on board and help the owner restructure his business 
— either bring in a partner, or help identify talent who can run the business, or even 
help him cash out,” says HSBC’s head of premium banking Vijay Venkatram. 





In the short term, it’s clear that access to the right database of rich people can The model tribe: 
make a difference in the marketplace. And banks have a definite advantage here. Increasingly, companies 
ICICI Bank, for example, manages the Infosys Technologies salary accounts. On 12 resort to lavish parties to 
June, 1,900 Infosys employees got a total dividend of Rs 53 crore. This is not the only launch their latest products 
payout that’s come their way; recently, 1,200 employees got an income tax refund to — in this case, the Siemens 
the tune of Rs 100 crore. Imagine what you can do with such data! w 
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T'S either the real thing or a pretty 
good imitation of a bull run. The 
BSE Sensex has surged to its 26- 
month high of 3,720 on 14 July 
2003, And the steep rise in the 
BSE 100, which constitutes more 
than 76% of total BSE market capitali- 
sation, shows that this is one party 


where everybody has an entrée. The i í 
BSE 100 index has hit a peak of 1,870, 
: while the BSE 200 and BSE 500 are at 52- - / | 
~ week highs. g 
i “The markets are now in a bull run. / 
The monsoons are good and mid-caps j / f 
are doing well and there is a lot of value 
in the market,” says Srividhya, equity 
« manager, Sundaram Mutual 
-» Fund. The trigger was the quick era | market, some in 
; i : vestors would b 


end to the Iraq War and a con- ( 
valescing US economy. Now | 3) 
even the Securities and Exchange C, 
Board of India (Sebi) believes the rally E 
-in the domestic markets is for real. \ 

Bharat Shah, CEO and managing | stampeding K 
partner of thewealth managementand yet, there's no 
: portfolio services firm ASK Raymond | denying that 
< James Securities India, believes thatthe | they have broken into a brisk trot. at high prices during the last bull 
beauty ofthe currentrunisthatthecur- | Thisis the time when buying deci- run and want to recoup their losses. 
rent rally rests on some pretty solid | sions get tougher, when the herd Then there are investors who would 
earnings and macroeconomic num- | mentality creeps in, when you are | have become attached to their shares 
bers. According to Dilip Madgavkar, | sorely tempted to buy dogs in the hope | and started thinking of them the way 
chief investment officer of Prudential | that they, too, will be able to ride the | they think of priceless paintings or a 
ICICI mutual fund: “We have seen that | momentum. piece of real estate. Some investors 
_ corporate profits have been up this year But the toughest decision isn't | would be simply scared of selling — 
despite sales not really going up and, | about which stocks to buy. The really | they can still vividly recall all the 
this year, given the good monsoon, | difficult decision is figuring outwhich | times the price soared just days after 
even the sales are expected to do well.” — ones to sell-- and which ones ta hold | theysold out. 

The good news is pouring in. And | onto. “I would be stock-specific,” says All these investors could lose the 
` even if you don't believe the bulls are | Shah. “Having come out ofa long bear | chance to cap their losses — or book 
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some profits. 
¿© -The investment pros know that. 
“That's why they have been booking 
profits in pharma and IT stocks at each 
level in the current rally. Incidentally, 
booking profits doesn’t mean liquidat- | 
ing your entire portfolio. 
“The retail investor tends to get into 
too many shares and thenitbecomes | 
difficult to track them all. Rising mar- 
kets are a good time to look at the port- 
folio and probably work towards prun- | 
. ing ito. a manageable level of around 
10,” says Srividhya. 
Amarket rally is the right time to do 
some hard analysis. For starters, tryto | 
figure out whether the rise in markets is 
due to an economic reversal. “If the an- 
*swer is in the affirmative,” says | 
Madgavkar, “then the investor has. to 
ask himself some compelling questions | 
like: would the company he has in- 
vested in benefit from the current eco- | 

_ nomic reversal? What is the outlook for | 
' the sector? And is the company effi- | 





stock has not participated in the rallyso | 

_ far, you might just want to analyse its 
; ‚potential all over again. 

The answers to such questions will | 
help you decide whether to sell or hold 

a particular stock (also see “The Sell-O- | 

Meter’). There are some basic rules 





< every investor should follow in arising | 
| But should the slide continue, you will 
| be stranded with your shares. There- 


| 
- market. The first and most important is | 
to see whether the share has hit your | 
target price. | 
If you aren't sure what your target | 
price should be, listen to R. Sukumar, | 


The Sell-O-Meter 


Has the stock reached the target you had set? 


Has the stock price hit your target and there is no change in 
the company’ s fundamentals to justify a new target price? 


Has the share price fallen dramatically? 


Has the price rise been sudden and high? 


Are the company’s sales flat or falling? 


Has there been a rise in the company’s profi ts but no 


improvement in its growth: prospects? 


Has there been an increase in the company’ s sales but. no 


easing of pressure on its margins? 


fund manager, Franklin Templeton. He 
says: “As arough rule of thumb, 5% risk 
premium can be assumed in investing 
in equities. So if you can make 15% in 
mutual funds, you should look at 
achieving more than 20% in the equi- 
ties. Remember this return should be 


| after adjusting for the losses that you 


might make from time to time.” 

If the target price has indeed been 
hit, ask yourselfifthe company’s funda- 
mentals have changed to merit an up- 
ward revision. If the answer is no, sell. 


“The strategy of pruning the portfo- | 
| 400 shares now and keep the rest in the 


lio in a rising market has an additional 
benefit: It allows you to book partial 
profits. This means that in case the 
markets go down (taking your stocks 
down with it), you still have a decent 
profit,” says Srividhya. 

You can use this strategy at the indi- 


| vidual stock level to sell only part of 
| your holding in a stock. If you are con- 


servative by nature, you can always 
hold on to some shares to take advan- 
tage ofa further rise in the market. 
Even if you are aggressive, it might 
make sense to continue riding the bull 
run for as long as it continues but this 
canalso be arecipe for a disaster. For in- 


| stance, if there is a sudden slide in the 


share price, you could feel that it is tem- 
porary and convince yourself that you 
will sell as soon as the slide is reversed. 


fore, it is prudent to book at least some 
profits at each level, because the mar- 
ket has actually risen quite a bit from its 





Every yes is an indicator that you should think about exiting the stock 
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lows. Ifyou hold 1,000 shares of a rising . 
stock, it might bea good idea to sell 200- 


market to see whether the bull run con- 
tinues or not. 

Look at it this way: if the markets 
continue to rise, you will have fewer re- 
grets, The only profit that counts is the 
one in your pocket. 

Every investor has a different risk 
profile and mindset and it is tough to 
generalise how one can actually go 
about taking a sell decision. So lets 
meet two gents who follow completely _ 
different sell-versus-hold strategies. 


Two Men With A Pian 


Ravi Sharma is a 45-year-old sales man- 
ager who has been investing in the mar- 
kets for about 15 years now. He doesn't 
believe in quick exits. In fact, Sharma 
can quote investment gutu Martin 
Zweig verbatim: “Too many people are 
apt to redeem their profits too quickly. 
Ina bull market, they wind up with pid- 
dling profits, only to watch their former 
holdings soar. That usually prompts 
them into making mistakes later, when, 
believing that the market owes them 
some money, they buy at the wrong 
time at much higher levels.” 

Sharma is able to set finite price tar- 
gets for himself which are fairly high. 
For instance, he bought HEG about a 
year ago at Rs 32. Sharma plans to get 
out as soon as it hits Rs 65. He claims 
that he is not happy unless he makes a. 
return of 60% in absolute terms ona 
specific stock. 

Sharma selects his company by 
locking at dividend records and buys 
only well-known companies. 

He also looks for dividend yield and 
that is why he avoids shares that are 
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priced in thousands. More than any- 
thing else, Sharma's strong point is that 
he is willing to resist the constant urge 
to sell or buy. 

So what does Sharma do when the 
markets are rising? He gets out of the 
shares that have given him the required 
returns. He keeps all the sale proceeds 
in a bank (unless he is upgrading to an- 
other of his coveted electronic gizmos) 
and waits for the share price to fall 
again. Unless something is going wrong 
with the company, Sharma buys the 
same shares again at the lower level. 
And if he finds another company that 
meets his criteria, then he is more than 
willing to buy into it as well. 

When a share price falls after 
Sharma has invested in it, he is not 
greatly perturbed. So what happens to 
annualised returns? Although Sharma 
aims for at least 20% annual returns in 
his stocks, sometimes he does find 
himself saddled with stocks that have 
fallen or have simply failed to move. In 
such cases, if the dividend yield is at 
least 5%, he waits — otherwise he 
books his losses. The downside is that 





as Sharma does not have a strong stop- 
loss policy, his losses can be fairly heavy. 

On the other hand, Saurabh Gupta 
has a strict stop-loss policy. This 28- 
year-old executive at a leading audit 
firm has been into stocks for a shade 
over four years. Gupta invests on the 
basis of analysis — and tips. Your broker 
might be the last person you may want 
to take tips from: after all he makes 
money every time you buy or sell. But 
Gupta doesn’t mind asking even his 
broker for advice. 

That doesn’t mean Gupta lacks dis- 
cipline. Ifa share goes up, he sells and if 
it falls 20-30%, Gupta bails out immedi- 
ately. Like Sharma, he, too, has made 
good money on the markets and, at the 
same time, unlike Sharma, he has burnt 
his hands in many fancy stocks. Right 
now, Gupta is planning to sell some of 
his money-spinners. But instead of 
putting his money in a bank, he will 
reinvest in new stock picks to take ad- 
vantage of the rising market. 

So will Gupta end up frittering away 
a part of his profits if the new invest- 
ments prove to be duds? Maybe. 





Why selling is so difficult 


bile or tech shares. Even the advisers that you turn to when making a financial 


B=: anything is always a happier thing to do, whether you are buying a mo- 


decision — your neighbour, friend, broker or tailor —are most eager and willing 
to help when it comes to a purchase decision. That they will tip you off on the right time 


to sell is highly unlikely. 


In fact, your broker probably sends you periodic research reports on specific stocks 
and sectors, complete with recommendations. Skim through those reports and you 
will find he rarely tells you to sell. A recent study in the American Association of Individ- 
ual Investors Journal found that there are about eight ‘buy’ recommendations for 
every one ‘sell’ recco. Here are some of the classic euphemisms brokers use when 
they don’t want to actually use the ‘sell’ word: ‘accumulate’, ‘long-term buy’, ‘market 
performer’, ‘market weight’, ‘perform in line’, ‘underperform’ and ‘underweight.’ 

Of course, the real problem with selling decisions probably lies in your head. Get- 
ting anchored to all-time highs or your purchase price as the inherent value of a stock 
is one thing. Refusing to sell at high prices for fear of capital gains tax, or at low prices 
for the shame of admitting defeat is another. May we suggest two simple mental 


tricks to beat your mind at its own games? 


Each time you buy a share, set a selling price target based on a scenario and within 
a given time-frame. Revise your target with every change in scenario. Also, when de- 
ciding whether to sell or hold a stock, ask yourself: “If | had extra cash and my portfo- 
lio’s balance were to remain unchanged, would | buy this stock at today’s price?” If the 
answer is no, it means you should sell what you already own of that stock. Because 
holding it for another day means blocking capital that could be used better elsewhere. 


VIKAS DHOOT 








"As a nuke of thumb, 5% risk phe- 
mium can be assumed (while set- 
ting price targets) when you 
invest in equities!’ R. Sukumar 





'The investor has to ask himsel 
questions Like: would the company 
benefit from the ewvrent economic 
neversal' Dilip Madgavkar 


Both the investors we met have lost 
money in the past. But both of them 
have a definite plan that has kept them 
ahead of the game so far. 

Just how convinced you are about 
selling a stock is very much a function 
of how you went about selecting the 
share in the first place. Zeroing-in ona 
company does not mean just calling up 
your broker. Selecting and actually buy- 
ing are two different things. 

A simple way to overcome indeci- 
siveness later on is to write down your 
sell target in a file. It makes for excellent 
selling discipline. Writing down also 
helps you recall the initial analysis that 
went into the target-setting. 

Sell when your share rises to its ex- 
pected price and if you are still not sure, 
look at the questions posed by the Sell- 
O-Meter and check if a partial exit 
makes sense. 

As Warren Buffett once said: “The 
first rule isnot to lose. The second rule is 
not to forget the first rule.” a 
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NSE’S CNX MIDCAP 200, repre- 
senting about 68% of the total 
market cap and about 72% of 
the traded value on NSE, has 
risen from 889.95 on 10 June to 
1013.65 on 15 July — a healthy 
rise of 14.15% in a month. Mar- 
ketmen say that hedge funds 
are behind the rise in some of 
the more liquid mid-caps. 


CNX MIDCAP 200 
on 


15 Jul 03 
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STATE BANK OF INDIA has 
launched its e-bill payment 
system in Mumbai and Delhi to 
help its Net banking customers 
pay their mobile, credit card 
telephone, insurance and 
power bills over the SBI web- 
site. Just log on to onlinesbi. 
com or call toll free at 1600- 
11-2211 for more details. 


DELHI AND MUMBAI, shows a 
survey by Mercer Human Re- 
source Consulting, are fairly 
cheap to live in compared to 
some of the other big cities. 
Delhi is the 
109th most ex- 
pensive city in 
the world and 
Mumbai 114th. 
The most ex- 
pensive city is 
Tokyo. No.2 is 
Moscow! 





SEBI GETS AFTER OFFENDERS 
On 9 July, it appointed an 
adjudicating officer to pursue 
action against 12 companies 
for failure to redress investor 
grievances. The offenders are: 
1. Enkay Texofood 

2. Gujarat Fun’n’Water Park 

3. JF Laboratories 

4. Lloyds Finance 

5. Mafatlal Finance Company 
6. Monica Electronics 

7. Padmini Technologies 

8. Panchmahal Cement 

9. Pentafour Products 

10. Prudential Capital Markets 
11. Vikas WSP 

12. Western India Shipyard 


An option for the 55+ 


T HE just-introduced Varishtha Pension 


‘NEW CHOICES FOR THE OLD 


Options for pension if you invest 
Rs 2,00,000 


| Monthly Eza 
Query ES 
| Half-yearly 8,806 

| Annually 18,000 


Bima Yojana comes as a welcome 
scheme for people above 55 years of 


age in times of falling interest rates. This is 
a government-subsidised scheme provid- 
ing a respectable annual return of 9%. 
However, only one member from a family 
can apply (so it will be either you, your 
spouse or some dependent elder in your 
family). Oil minister Ram Naik has said 
that more than one member from a family 
should get the benefit. 

This is a single premium plan and you can invest Rs 33,335-2,66,665. The per- 
son investing in this scheme gets pension (See ‘New Choices For The Old’) for life 
and in the unfortunate event of death, the purchase price — which LIC will calcu- 
late according to a fixed formula—will be paid to the nominee. Those looking to 
park some VRS money, or invest some of the money they might have made in a 
suddenly buoyant stockmarket will also find this scheme attractive. a 





ARLIER this 
month, labour 
minister Sahib 


Singh Verma ex- 
pressed confidence 
that the 9.5% emplo- 
yees provident fund 
(EPF) interest rate 
can stay next year de- 
spite the continuously falling interest 
rates. This comes at a time when the 
EPF Office (EPFO) is trying to devise 
strategies to recover arrears of over Rs 
1,500 crore from defaulting companies, 
nearly 75% of which are under stay un- 
der various courts. 


paying out 9.5% is pro- 
jected at Rs 25 crore in 
2003-04 compared 
with over Rs 160 crore 
in the previous year. 

The Central Board 
of Trustees (CBT) of 
EPFO had cut the inter- 
est by 0.5%, while dol- 
ing out a golden jubilee 
year bonus of 0.5%, 
thus virtually maintain- 
ingthe EPF interest rate 
at9.5% for this financial 
year. 


Can EPF 
rate stay 
at 9.5%? 





The intention to 
keep the rate un- 
changed seems to 
stem more from a 
populist culture as 
interest rates have 
fallen drastically in 
recent times. Five- 
year bank FD rates, a 
popular benchmark for fixed returns, 
will fetch you only about 6.5% under to- 
day’s soft interest rate regime. EPF re- 
turns are very attractive but readers 
may like to watch out for future devel- 
opments on the rate front before taking 


| this assurance of continued 9.5% as 
The surplus with the EPFO after | 


something to bank on. fl 


Sahib Singh Verma 
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Personal finance 


All about UTI’s new ETF 


TI Mutual Fund, the erstwhile UTI- | of the fund distributor (and conse- 
ll, has launched an exchange- | quently will have to pay a small com- 
| 
| 
| 




























traded fund (ETF) named SUN- | mission) to buy ETF units. 

DER (S&P CNX Nifty UTI Notional The market price will be at a dis- 
Depository Receipts Scheme) earlier | count or ata premium to the net asset 
this month. This is the country's fourth | 
ETF and the second one to have the 
S&P CNX Nifty as the underlying index, 
next after the Nifty BeES. It is also likely | value of the S&P CNX Nifty Index. 

to become the country’s biggest ETE Says Dhirendra Kumar, head of 


| value (NAV), depending on the de- 
| 
SUNDER’s portfolio will replicate the | Value Research, a company that tracks 
| 
| 
t 
| 


mand. The NAV, which is declared at the 
end of the day will be one-tenth the 
_ ANYONE FOR DEBT FUNDS? 


Equities are finally looking good, 
so why have most of the schemes 


stocks of the S&P CNX Niftyin thesame | mutual funds: “Around 75% of the eq- launched in the Ba Mant SUNDER 


proportion as the index. uity holdings in the portfolio of all == — been debt funds? 

Retail investors can buy and sell | fundsofUTI-I are in Nifty stocks. Asize- -© Debt: Medium-term 
ETF units just like stocks in the sec- | able part of the UTI-I equity assets is -o Grindiays SSI Medium-term 
ondary market at market price. SUN- | likely to find its way into UTI SUNDER, 
DER will be listed on NSE and thein- | creating the largest ETF in India, and 
vestor has to approach a broker instead | helping UTI takea biglead.” E 


© Debt: Ultra short-term 
UTI Liquid Cash 
© © Gilt Medium & long-term 
Reliance Gilt Long-term 


3 3,700 | © Gilt: Short-term 
The Infy effect <j nosso tense °c em 





: Debt: Short-term 


E NFOSYS Technologies sprang a surprise UTI Liquid Short-term 




















1 ité i is s 
aad CA A SEN fae E © Debt: Medium-term inst 
and all street estimates. Italsoupgradedits | E Grindiays SSI Medium-term inst 
full-year guidance. Infosys’ quarterly net 2,5004 peer ry E © Debt: Speciality 
profit rose 28.3% on year. The effect on the | Wmo tS K Floater 
scrip: it rose to almost Rs 3,700 (12% plus). - mish : ee ee 
_That day was good for the tech sector. The BSE TECK index (a mix of tech, me- © JM Floater tT ` 


dia and telecom), rose 8.45% and the BSE IT index 10.34% (it has risen from 
1015.38 on 10 June to 1247.1 on 11 July. But the rise was short-lived as Mastek’ dis- 
mal Q4 FY03 results pulled down the tech stocks on 15 July. 

The important question nowis just how much upside is left in Infy. Some ana- 
lysts feel that at its present P-E ratio of 21-22 of FY04 estimated earnings, it is 
priced right. And unless the pressure on margins eases considerably, the outlook 
for most tech companies is unlikely to change much. a 


JM Floater ST 

HDFC Fixed Invst, Plan 
Birla Floating Rate LT 
Birla Floating Rate ST 
Reliance FTS Quarterly IV 
Reliance FTS Quarterly IH 











Get into IIM, Stanford, or any B-School of your choice i. 7 a 


>. With the Businessworld 
Mega B-School Guide 







* How to crack CAT, GMAT, XAT etc. 
= Where to apply and how to finance your education abroad 
__ And much more! 






we d 


QUERY 1: / bought some Old Economy 
shares and technology shares two years 
ago. I sold the Old Economy sharesata 
profitof Rs 1 lakh in June this year but 
the tech shares are quoting much below 
my purchase price and ifI sell now, I 


will incur a loss of Rs 1 lakh.I don't want | 


to sell these shares as I think they will re- 
cover in the near future. My tax consul- 
tant told me that Iam liable to pay tax 
on the gains of Rs 1 lakh that I have 
made on the Old Economy shares. Is 
there any way I can save tax? 

ANSWER: Prima facie your tax consul- 
tant is right. Your capital gains will be 


less than Rs 1 lakh as the cost of your | 


shares shall be indexed depending on 


the yearin which you bought them. The | 


tax on the long-term capital gains will 
be 20% plus surcharge or you can get 
the capital gains taxed at 10% plus sur- 
charge without indexing the cost. 


You can save the entire tax by selling | 


the tech shares on a stock exchange 
(SE), and then buying them a day later. 
Say, ifyou sell the tech shares on 22 July 


and buy them back on 23 July, you will | 


be able to set off the loss (after indexing 
the cost) on the tech shares against the 
profits of Old Economy shares. 

Also, if your tech stocks are part of 
the the BSE-500 and you sell these 
shares after one year at a profit, then 
such profit shall be exempt as per Fi- 
nance Act, 2003. Suppose you sell the 
tech stock bought two years ago at 
Rs 300 per share on 22 July 2003 at Rs 50 


per share, then you can set off the loss of 
Rs 250 per share (subject to indexation 
of cost) against your gains. If you sell 
these shares on or after 23 July 2004, 
say, at Rs 110 a share, then the capital 
gains of Rs 60 shall be exempt. This is as 
per Section 10(36) introduced by the Fi- 
nance Act, 2003, which says the follow- 
ing shall not be included in the total in- 
come: “Any income arising from the 
transfer ofalong-term capital asset, be- 
ing an eligible equity share in a com- 
pany purchased on or after the 1st day 
| ofMarch, 2003 and before the Ist day of 
| March, 2004 and held for a period of 
twelve months or more.” 
As per Section 10(36), ‘eligible equity 
share’ means: 
(i) Any equity share in acompany that is 
a constituent of the BSE-500 as on 1 
March 2003 and the transac- 
| tions of such equity share are 
entered into on a recognised 
| SE in India; and (ii) any eq- 
uity share in a company al- 
lotted through a public issue 
on or after 1 March 2003 and 
listed in a recognised SE in 
India before 1 March 2004 
and the transaction of sale of 
such share is entered into on 
arecognised SE in India. 


QUERY 2: My friends tell me that there 

| wasa tax-saving strategy by the name 

of dividend stripping, which was popu- 
lar two years back. Can it still be used? 

ANSWER: Dividend stripping is a 
process whereby an investor buys 
shares or units of mutual funds ‘cum 
dividend’ and sells them ‘ex-dividend’. 
This dividend is exempt from tax under 
Section 10 of the Income Tax (IT) Act. 
The loss under the head ‘capital gains’ 
from the purchase and sale of shares or 
units can be set off against the income 
| under the same head. Let's say, X buys 
| VSNL shares cum dividend at Rs 175 a 
| share. Then VSNL declares a dividend 
of Rs 25 a share and X sells the share ex- 





You 


dividend at Rs 149 per share. This divi- 
dend of Rs 25 per share is tax-exempt 
and X also has a loss of Rs 26 per share 
under ‘capital gains’, which can be set 
off against other incomes under the 
same head. 

The Finance Act, 2001 largely 
curbed dividend stripping, through 
Section 94(7) by providing that: 

(i) if a person buys shares or units 
within a period of three months before 
the record date (i.e., the date fixed by 
the company or mutual fund for the 
purpose of entitlement of shareholder 
or unitholder to receive the dividend). 

(ii) such person sells such shares or 
units within a period of three months 
| after such record date, then the loss 
arising to the person on account of pur- 
chase and sale of shares/units to the ex- 





can save the 


entire tax by 
selling the tech 


stock on a bourse 
and then buying 
it a day later 





| tent of tax-free dividend shall be ig- 
| nored for the purposes of income tax. 
In the above example, let us say that 
| the record date for dividend is 1 July 
2003. IfX buys shares of VSNL on or af- 
ter 1 April 2003 and sells them on or be- 
fore 30 September 2003, then although 
dividend of Rs 25 is exempt, out of the 
loss of Rs 26 per share, the loss of Rs 25a 
share will be ignored for the purposes of 
income tax. If the person wants to get 
| the benefit of this loss, then he should 
| sell the shares after 30 September 2003 
| or buy the shares before 1 April 2003. 





Vinod Gupta is a practising chartered ac- 
countant and a tax expert. Send your 
queries to tax@bworldmail.com. 
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freedom 





Maa Bozell 024-03 


PRESENTING FREEDOM. THE STUNNING, NEW-AGE WORKSTATIONS FROM FEATHERLITE. 


a 


We help you work better Mass customisation @ Modularity Flexibility Comfort 


Featherlite Products (P) Ltd. 
#2,Timberyard Layout, Mysore Road, Bangalore-26. Tel: 080-6741006/0553/5002 Fax: 080-6740449 email: sales@featherliteindia.com www.featherliteindia.com 
EXCLUSIVE SHOWROOMS: BANGALORE: 2203812/13, 2264010 CALCUTTA: 22291948, 22299464 CHENNAI: 2825625 





8232764 DELHI: 26419789, 264834 
GOA: 2224119 HYDERABAD: 27808906, 27802602 MUMBAI: 24375375, 24377384 MANGALORE: 440941 PUNE: 6120688, 4012817 VISHAKAPATNAM: 2 
DEALERS: BEGUSARAI: 23344 COIMBATORE: 230485, 231699 MYSORE: 424946 PORT BLAIR: 32683, 30652 RANCHI: 200754 SURAT: 472170 TINSUKIA 


VIJAYAWADA: 474727, 474222. RESIDENT REPRESENTATIVES: BARODA: 2782543 THIRUVANANTHAPURAM: 338959, 98473 3199 


Personai finance 


@ Chest discomfort: can 
feel like uncomfortable 
pressure, squeezing, full- 
ness or pain 

@ Pain or discomfort in 
the arms, the back, neck, 
jaw or stomach 

@ Shortness of breath 


® Cold sweat, nausea or 
lightheadedness 


@ Sudden loss of respon- 
siveness. No response to 
gentle shaking 

® Blood pressure and 
pulse rate drop 

@ No signs of circulation 
® No movement or 
coughing 





Call us at 96220 11111 or visit www.ingvysyalife.com 


HE fit looking 50-year-old was 
holding forth authoritatively 
at the party to an appreciative 
audience. “The wake-up call 
came when | had this massive 
cardiac arrest. I had been feel- 
ing uneasy all day, but by evening my 
chest pain had become unbearable and 
Thad to be rushed to a hospital. My doc- 
tor told me that I had to change my 
lifestyle if I wanted to live. That was 
when I decided to cut down on 
fatty foods, lose weight and start exer- 
cising regularly.” 

The gentleman was making a com- 
mon mistake — he had suffered a heart 
attack, not a cardiac arrest. When a per- 
son's heart stops beating abruptly, it is 
termed a cardiac arrest. Quite often, it 
can happen without any warning sig- 
nals at all. Cardiac arrests are also in- 
variably fatal — if you cannot revive the 
person within 10 minutes, there is prac- 
tically no chance of survival. A cardiac 
arrest may sometimes be caused by a 
very severe heart attack. On the other 
hand, it can also be caused by electro- 
cution, respiratory arrest, trauma, an 
adverse drug reaction, or some heart 
defect that the person was born with. 
During a cardiac arrest, the victim be- 
comes unconscious, stops breathing, 
and loses pulse. And it can even happen 
to an otherwise healthy person who is 
not considered a typical heart attack 
candidate. However, sudden cardiac 









arrest is far less common than a heart 
attack, especially in people below 60 
years of age. 

A heart attack takes place when the 
heart’s muscles are damaged because 
of lack of adequate blood supply. The 
most common reason for heart attacks 
is the clogging up ofarteries that supply 
blood to the heart. And the majority of 
heart attacks are not fatal. They also do 
not happen suddenly — often a heart 
attack is signalled by a mild discomfort 
in the chest region for some time before 
the pain becomes acute. A shortness of 
breath and pain in body parts like the 
arm or the jaw are other symptoms of a 
heart attack. And in most cases, a per 
son experiencing a heart attack re 
mains completely conscious. 

Your lifestyle makes you particu- 
larly prone to a heart attack. Even if you 
don't have a family history of heart 
problems, you could still be at risk if you 
are overweight, have high blood pres 
sure and cholesterol levels and lead a 
high-pressure but sedentary life. What 
that also means is that you can keep a 
heart attack at bay by following a 
healthy lifestyle. 

The fundamental thing to remem- 
ber is this: heart attacks are invariably 
caused by problems in the arteries. And 
keeping your arteries shipshape and 
supplying the full quota of blood to 
your heart is easier than worrying 
about a heart attack. w 


Who will take charge of your life, if you fall ill? 


(Cona JERING LIF 


CRITICAL ILLNESS PLAN 


Double benefit of life cover and critical illness cover. 
Money immediately on diagnosis. 
Free life cover after a critical illness claim. 





Your complete protection against 10 critical illnesses. 





ING $Ò Vysya 


LIFE INSURANCE 





Adding life to insurance. 


Rediffusion-DY&R/Bang/ING/BW/47/03 

















Your Investments 


Shares With High P-E Ratios 






Price iRs) P-E ratio. 52-week 




















1550 | 

1,450 

A Shares With Low P-E Ratios 
{1,3004 E Share Price Rs} P-E ratio §2-week 
i 10 June 17 July 
i 2003 Ea -20034 Videocon International 

ETET - poe es Kochi Refineries 

900 BSE TECk indian Overseas Bank 

748.5 Bank of India 
800 Jammu & Kashmir Bank 


i 








a2 





| Shares With High P-BV Ratios 


Share Price {Rs} P-BY ratio 52-week 


10 June 17 Jul : 
2003 2003, GE Shipping _ 








BSE PSU 2337.58 










10 June 47 July} 
2003 2003 





S2-week 


TE CO ie 





47 July; 
2003 
aie | 


1,550 
10 June 
2003 









1747.97 
Dow Jones 9094.59 
S&P 500 994.09 
FTSE 100 4077.10 
Nikkei 9735.97 


Figures as on 16 July 200. 


se DBs vi = A AEE EAEE oni otek 
Shares from BSE A grou : pri -BV: price to book value 
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_BSE Sensex 


10 June 
2003 



















Equity Diversified 


w Franklin india Prime 
woe HDFC equity 
wwe Franklin india Biuechip 


Mutual Funds EEEE 


Return Return Return Return Return A 


Scheme G months lyear Zyears 3 years SIP {Rs 


EQUITY: DIVERSIFIED 
Franklin India Prima 
HDFC Equity 

Franklin India Bluechip 
Franklin india Prima Plus 
Templeton india Growth 
UTI Master Growth 
Alliance Equity 

UTI Master Plus '91 

Birla Advantage 

un i Mastergain ‘92 








1 Apr 
1999 





pose mkt reenact 


. | Balanced Equity 
BALANCED: EQUITY-ORIENTED {2507 om HDFC Prudence 


sm DSPML Balanced 
HDFC Prudence w» Birla Balance 
DSPML Balanced 

Birla Balance 

Tata Balanced 

FT India Balanced 

Alliance ’95 

HDFC Balanced Fund 

Prudential ICICI Balanced 
Magnum Balanced 








DEBT: MEDIUM-TERM 


Templeton India income Builder 
HDFC income Fund — 

Birla Income Pius 

Grindlays Super Saver Income 
JM Income Fund-G 

DSPML Bond Retail 

Prudential ICICI income 

LIC Bond 

Templeton India Income 


Debt Medium Term — 


wx Templeton india Income builder 






some HDFC income Fund 
=s Birla income Plus 











Graphics: ARPIT SBARMA 


In each category, schemes with the largest corpus (and not having any single investor with 
more than 25% of the holding) are ranked in order of 1-year return. Brienne ane 
SIP (Systematic Investment plan): The returns you would have got if you had invested Rs 1, 000 NAVs have been rebased to 100 at the start to show 
on the 10th of every month in the scheme for the last 12 months. the real growth 
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Bank Fixed Deposits 


“Name of hank 4 61-90 days 91-180 days 3 years 3-5 years 











HDFC Bank 
ICICI Bank 
Kotak Mahindra Bank — 


ABN ‘Amro 
Citibank 

HSBC t 
Standard Chartered Bank 


Allahabad Bank 
Bank of Baroda 
Bank of Maharashtra 
Corporation Bank 
Canara Bank 

Punjab National Bank 
State Bank of india 

Fi igures are interest rates per a annum (%) 


Company Deposit 





interest rates Interest 
(% per annum) payment options 


New rating/ 


ompani 
Companies told rating) 


instrument 






























RATING CATEGORY - OR EQUIVALENT 1year 2years 3years Kotak Mahindra 
Bajaj Auto Finance TO. : os MQ/C aay 
ea Es verea 
nan invest. & Finance Co. ae MiG - Industries India d eben tu re 
rr SAAIE. Power Grid Corpo- 
aa = : a pl i ration of india 
ii Rural Electrifica- 
: RATING CATEGORY - AA OR EQUIVALENT tion Corporation 
Ashok Leyland Finance 18 96 OM Tamil Nadu News- 
EIH print and Papers : FAAA) 
Mahindra & Mahindra Fin. Services ICRA - LBB: inadequate safety: | MAA : high safety; 
A1+: highest safety; 
PNB Housing | Finance i A fee CRISIL - FAAA: highest safety; FAA: high safety; | 
M: monthly; Q; quarterly; H: half- yearly: y: yearly; r cumulative Source: Client Associates ae highest safety; Tee comparate In tne category 
Delhi Rentals And Capital Values Mumbai Rentals And Capital Values 
5 Rental value Capital values Market 
pecaton {apt} {Rs/month) — (Rs/sq. ft) outlook 
Guimohar Park, Panchsheel _ 4,000 Worli, Prabhadevi, Mumbai 
Park, Defence Colony (Grade B} Central 
baba Sisika {Grade B} Bandra, Juhu 
Noida (Suburb) (Grade A) Ë Rising Falling => Stagnant, likely to strengthen 4*Stagnant, likely to weaken 


ple a aS Bs Dae Ah IS eee : a i : Note: The rates are of 1,800-2,500 sq. ft apt. Source: Cushman & Wakefield India 


Your Insurance 
Health Insurance - 


Premium comparison” Maximum Max. entry No claim Hospital Coverage Age for med. Family 
: {Entry Age} eover age {years} bonus coverage days** exam. {years} discount 
(25) (40) (50) 65) 
p are E ; : 









PSUs 
Cholamandaiam 
Bajaj Allianz’ 

Royal Sundaram 


i For Rs L-lakh basic “‘medictaim policy exclusive of service tax 





**Post-hospitalisation ***The max. coverage is capped agewise Source: Client Associates 
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Global-MBA @! 


Indo-Amer ican = K i | A. Indo-American School of 
| School of Business r | Business, MBA is not considered a 


course that can be arranged in the 
classrooms for you. It is envisaged as a 
voyage through exhaustively created 
learning situations. Leading to varied 
and interesting experiences. And 
discoveries that transform you into a 
well-rounded professional, a Global- 
MBA 





Whatever might be your goal. Proceeding 
to a higher professional qualification as 
a fresh graduate. Accelerating your career 
progression as a working executive. Or 
surpassing your father's achievement in 
any line of business. As a Global-MBA, 
you are assured to go places. 


The salient features of G-MBA : 


m 500 professional managers working in 
diverse industries form the core faculty. 
Theoretical and practical courses in the 
first year conducted one month each 
at various business capitals - Delhi, 
Mumbai, Kolkata, Ahmedabad, 
Bangalore, Chennai, Hyderabad and 
4 months in Vizag 
Students evolve into global managers 
through real time experience, an unheard 
of concept in any business school 
Specialisation in three disciplines - 
Marketing, Human Resources and 
Finance. 

Internship for one full year with three 
different companies 


The course for the future needs : 


In the words of a renowned academician, 

"Global-MBA of IASB is designed to go beyond 

the scope of academics, and aims at total 

evolution, which, I believe will trigger 

revolutionary changes in the lives of generations 

Placements ; At IASB we meticulously take care of every minute to come as the entire learning is through 
detail in quality systems which ensure delivery of the design to unleash experience G: exposure. In essence G-MBA is a 
the infinite human potential. This system sets a new paradigm that 


long awaited program addressing the present 
guarantees you global placements i is 4 <i 


needs and factoring the needs of foreseeable 


future." 
- Dr. Gopal Krishna Reddy 


Former Vice-Chancellor of Andhra University 


RCC Mumbai Aug. 5&6 
Bangalore Jul. 25 & 26 Ahmedabad Aug. 7&8 


| 
J 
| Chennai Jul. 28 to. 30 | New Delhi Aug. 10.& 11 | 





Hyderabad Aug. 2 & iK Kolkata _ Aug. 12 & 13 





‘ED 

orn 

seu 

INDO-AMERICAN SCHOOL OF BUSINESS 
47-14-18, Dwarakanagar Main Road, Visakhapatnam 530 016 

Tel: +91 891 2701445/2543732 Fax: +91 891 2531046 

Please register for your interview one week in advance E-mail: iasb_vizag@yahoo.com 


by sending the filled application along with Rs. 500/- D.D. in favour 
of Indo-American School of Business, payable at Visakhapatnam. 


Students with CAT, GMAT, ATMA, MAT scores preferred. Call +91 98483 5571 0 / 98484 98956 


To findout more, write to us fora free catalogue, 
program guide and CD. Download application from our website: 
www.indoamericanin.org 











GDGC/ASB/022-03 


Tenures Maximum age Minimum sum LIFE COVER OF RS 5 LARR 
possible atmaturity assured Premium comparison (Entry age/coverage period in yrs}} 
(30/25} (40/20) f (50; (40) (55/10) 


51030 y15 65yrs  Rs1lakh 1,600 2,630 3,910 6,375 


insurer 












HDFC Standard Life 
Level Term Insurance 


























ICICI Prudential y  5to25yrs 65yr silakh 1,884 2,997 4,349 — NA. 
Max New York Life o ; es | 

Till age 60 Policy 5,10,45,20,25 yrs Sows Mib 1610 | 2825 | 4,715. | 6,075 
aita rest - 5,40,15,20,25yr$ 70y lakh, 1,980 2,975 | 4,480 | 6,950 
Stand Alone Term Pi Senei : | E 

Life Insurance Corp. : ; a aS ! | : ; 
Anmol Jeevan 10,15,20 yrs Rs5lakh | N.A. 3,444 5,262 NA. 
NOTES: 1. “Any critical ili er the policy has been take not t have any ‘impact on ‘premium ‘to be paid “Source: Client Associates 


ted 
2. Free look period is of 15 days for all policies as per the IRDA regulations 


Your Borrowings 


' Annual 
fee 


Credit Cards 































Min, 
credit. 


Max. 
-credit 


Cash 
fimit 


Cash withdrawal 
charges 


Free cr. Rollover 
period int. {% p.m.) 


Citibank Silver 
ICICI Silver 

HSBC Silver 
Amex Green 
Standard Classic 
HDFC Bank Silver 


Citibank Gold 
ICICI Gold 

HSBC Gold | 
Stanchart Executive _ 
HDFC Bank Gold : 


“Whichever is higher “FRA ATMs which accept Amek Cards 


Home Loans 


Bank/HF) name ee oo i oe ing = ss Upfront tees (%) Prepayment charges 





ROL) EMP ROI (3) EME 





if 25% or more of the loan amount is 
prepaid, 2% on the prepaid amount 






LIC Housing Finance 10.75 1,364 9.00 9 1.50" 





Standard Chartered* 9.25 





9:50 2% on foreclosure of loan 





IDBI Bank 2% on transfer to another financier 


HDFC 2% on foreclosure of loan 


2% on amount prepaid & amount prepaid 





Citibank* in last 1 yr from final prepayment 
2% on amount prepaid & amount prepaid 
ICICI Home Finance in last 1 yr from final prepayment 
State Bank of india 2% on foreclosure of joan 
*Salaried only  **EMi per lakh ***Inciudes 0.5% each for processing, administrative and mortgage danes Source: Apnàldar com 


__ Disclaimer: Every effort has been made to ensure the accuracy of all the information in this section. The advice provided in this section is imonded to-help you understand 
the generai issues. However, the reader is advised to consult a financial, tax or legal professional before taking any significant investment decision: 
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The DBF Program 


For Non-Finance Executives UNIVERSITY 


The ICFAI University has designed and developed the DBF Program for the benefit of non-finance executives, 
who are keen to get insights into basics of business finance and related areas. 





Duration : One year 
Eligibility: Working Executives with a Bachelor's degree. 






_ OTT Professiar 
O Consultants 
Business Journalists — 
O Entrepreneurs 





Visit us at: W 
-~ for Prospectus an 






















For Details and Prospectus, please contact ICFAI University Study Centers at: 
Agra : 2527035; Ahmedabad : 6562458; Ajmer : 2622707; Allahabad: 2420255; Anantapur : 249334: Aurangabad ; 5624774 / 75; Bangalore 
infantry Road: 2899363 / 262; Jayanagar: 6991202; Bhopal: 5277253, 2576975; Bhubaneswar. 2506203/04; Chandigarh: 381128, 749504 
Chennai - Adayar: 24405944/5955; Nungambakkam: 28235633/688; Coimbatore: 2541190; Dehradun: 2654002/03; Gos: 2437050 
Guntur: 2238958; Gurgaon: 2223595/5556; Gwalior: 2322273; Hubli: 2371738; Hyderabad -Punjagutta: 55663661, 55681180/81: Vidyanagar, 27630356 | 
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INTERGOLD GEMS PVT. LTD. 


A brief on the Interiors of InterGold Showrooms 


parked off in 1997, Intergold has 

the benefit of a 50 year legacy of 

the B. Arunkumar Group, one of 
the largest diamond companies in the 
world. Being a retail venture of a global 
company, Intergold enjoys the privilege 
of having 5 design centers worldwide 
with over 4000 designs through the 
widest range on offer in its showrooms. 


The company’s idea was to really f 


give an “international look and feel” 
uniformly to all its showrooms in 
the country. Through its interiors, 
the company envisaged to bring 
about a change in the process of 
jewelry purchase. From a| 
conventional closed door mode, ` 
Intergold wished to make the entire 
purchase friendly and interactive for 
the consumer. The idea really was to 
present a “Design studio or gallery” 
than a conventional jewelry store to the 
consumer through its interiors. With 
more visibility of the store than ever 
through glass fronts, Intergold 


showrooms are designed to “promote 
browsing”. Intergold also wants to make 
the entire process of jewelry purchase 
more consume-friendly. In the same lines, 
Intergold showrooms have separate 
counters for each category of item. Also 
there is a 





A through its 5 global design centers 








(latest line on display and also 


clear distinction in display of each item 
category according to “broad price 
points” to ease consumer browsing and 
save time, money and energy in choosing 
the right product. Also “variety” is 
probably the most important criteria in 
making ee a jewelry 














purchase. Intergold 

has an abundance of variety to choose 
from for a consumer. Keeping the same in 
mind, All Intergold showrooms display 
the entire range of products unlike most 
conventional jewelry stores. Intergold 
has pretty much been identified for its 
creativity and conceptual thinking. 
Intergold, being trend-setters, always 


has a special “new arrival counter” in | 


each of its showroom to promote their 


through t heir 


creatively 
done 4 4 window 
display. ” Besides 


general information like the birth-stone 
of the month, the design of the month 
amongst others, are communicated to the 
ever curious consumer through their wall 
display units. 
One of the most revolutionary 


changes in the 












interiors of the jewelry stores in India is 


| the shift of jewelry display from 


traditional rectangular counters along 
side the rectangular wall display units to 
a more modern circular and arc shaped 
counters along side semi-circular wall 
display units blended with curved walls 
in Intergold showrooms. This is based on 
a scientific research done on consumer 
movement within a jewelry store whilst 

browsing or purchasing. It was noticed 
\\ that in a rectangular showroom, a 
\ consumer would most often shift 
from one side to another 
somewhere midway whilst 
browsing following a “figure of 
eight” through which continuity is 
lost and redundant corners were left 
unnoticed. Intergold very boldly 





f changed the above to overcome the 


barrier through its unique circular / arc 
shaped display counters within its 
showrooms. Not to forget, Intergolds’ 
counter hostesses attending a customer 
are trained such as to make the consumer 
feel at ease with a perfect balance of 
comfort with elegance. 

In all, Intergold wishes to create an 
ambience international in look and feel 
to promote & enhance consumer 
browsing & making the ever so difficult 
process of jewelry purchase a more 
convenient & friendly one. Come visit 
our showroom to feel like a real 
customer. a 
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At Episode, the name and driving philoso- 
phy are virtually synonymous. With five new 
designs priding its shelves every day, each 
morning flags off a new episode for this one- 
stop lifestyle store. This flagship of the 
House of Whorras flourishes under the onus 
of carrying forth a heritage of four genera- 
tions of quality and trust, both among indi- 
vidual patrons and international brands. 
Episode offers further testimony to a trust 
which has transcended generations and rein- 
forced a design culture where exquisite crafts- 
manship gives each Episode product a qual- 
ity all heirlooms are endowed with. 

The latest in this rich tradition of the House 
of Whorras, Episode has continued to lure 
the most discerning global names to its 
shelves with its quality, variety, design and 
aesthetic credentials in silverware and in flat- 
tering accessories over an entire gamut of 
ideas. 

Although virtually no material goes unrep- 
resented under its portals, silver, India’s 
metal of fortune, has been Episode’s forte 
in designs ranging from the avant garde to 
the classic, in both sterling and coated. 
With ample faith in each product and the con- 
fidence of 85% of its loyal clientele for whom 
Episode is now a habit. Episode has done 
away with snob pricing and so, it has some- 
thing for virtually every budget and for every 


The one-stop lifestyle store 


DU 


giftwhich one may consider a worthy give 
away. Even though the prices are not for the 
weak hearted, Episode’s policy is - Value 
for money in terms of design, exclusivity 
and quality. 

Firm in the conviction that faith is para- 
mount, Episode imposes stringent stan- 
dards on itself, promising 
92.5 per cent guaranteed 
silver that has made it a 
name to reckon with in the 
competitive international 
market. Its food contain- 
ers like tea - sets and 
bowls meet stringent in- 
ternational standards in 
food safety parameters 
and they conform to the 
most stringent laws-ie 
California standards. 
Add to that its high quality product experi- 
ence and its overriding faith in value for 
money. Backed by an enormously talented 
design team, each Episode product is indi- 
vidually tailored to offer for variety. This 
makes its products visible in some of the 
most stylish homes in India including the 
residences of Army generals and abroad, of 
royalty from the U.K., Europe and homes of 
Heads of states of countries. It’s an ample 
tribute to the quality, workmanship and de- 
sign of Episode products which, apart from 
personal and home accessories, it designs 
trophies for national and international sport- 
ing events. Talking of design, Episode be- 
lieves both in contemporary, straight lines 
and purity of form. 

Episode is proud to function from a coun- 
try where craftsmanship and standards in 
silver are among the best in the world. In such 
coveted company, it is in a class of its own, 
and has carved a niche for itself. Its past and 
present client list boasts of some of the big- 
gest international names-including Gunther 
Lambert from Germany, Joop!, Peter Jones 
and Libertys from UK, EL Corte Ingles from 
Spain the touch me not Italian silversmith 
Sabattini. Lancel from France, Ercuis and 
Puiforcat from France. 

Part of this exclusive client list, the latest 
feather in the Episode cap, is the trailblazing 





one-stop lifestyle store Armani. Known 
world-wide for its impeccable standards, 
Armani, whose patrons include the 
worlds most discerning, has given 
its nod to a larger variety of prod- 
ucts. With faith in the individual- 
ity of each client, Episode’s de- 
sign team believes in creating a vast 
range of products that would meet 
virtually every requirement. 

Apart from the traditional silver 
range of vases, brush handles and 
personal and table accessories, 
Episode has thought of virtually 
every product that could sparkle 
witha touch of silver, for the contemporary 
woman and man. From key chains to perfume 
flacons, bar accessories and office accouter- 
ments which range from a magnifying glass 
to a visiting card case, there’s little in life 
that Episode is yet to touch. And then there 





is their puja range comprising of about 20 
designs of Ganeshas, puja thalis, divas, in- 
cense stands, etc. 

Witha vast catalogue of over 10,000 designs, a 
new episode unfolds on its shelves every 
morning as Episode offers its prized pa- 
trons a world that is gracious and timeless. 
Each episode here promises the best in time- 
tested qualities that are enduring, universal 
and eternal to enrich every life it touches. 
That's whatliving up to onesnameis all about. 
Andas their director, Deepak Whorra informs 
:- Very often our customers bring in 50 or 60 
year old pieces for valuation- and they turn 
out pieces made by my grandfather! E 
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ICFAI Business School 
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® Ist Rank among Private B-Schools set up after 1990 > Banking 
® Ist. Rank in Faculty Strength > Insurance 
m Ist Rank in Student Strength > Investments 
® 6th Rank in Intellectual Capital > Entrepreneurship 
m 7th Rank among the Non-lIM B-Schools 
m 8th Rank in Academic Environs HIGHLIGHTS 


® 9th Rank in Industry Interface 
m 12th Rank on Overall basis among all B-Schools 


Source: Various B-School Surveys. 


Two year Full-time Campus-based Program 
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Competent and Committed Faculty 

Fully equipped computer labs & libraries 
Unique 16-week Summer Internship Program 
100% placements with Blue-Chip organizations 
Strong alumni network with over 3600 members 
Global affiliations 


herve Graduates (Any discipline, English Medium) with 50% 
above. Final year students of Degree Courses are also 


eligible to apply. 
Selection: Based on IBS Admission Test (IBSAT) 


vand Interviews (GMAT scores are also accepted. 
IBS code no, for GMAT : 7061) 





Visit us at 
www.icfai.org/ibsat 
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THE SEWA MOVEMENT AND RURAL 
`. DEVELOPMENT 
‘The Banaskantha and Kutch 
Experience 
By Daniel W. Crowell 
Sage Publications 

Pages: 229; price: Rs 280 


INCE its esta- ` 
af: blishment asa. 
labour union © 
in 1972, the Self 
; Employed Wom- | 
en’s Association | 
(SEWA) has help- _ 
ed the poorest of 
the poor — veget- 
able vendors, paper-collectors and 
bidi rollers, among others — to 
fight for their rights through 
income-generating activities. 
Daniel Crowell, who studied SEWA 
for two years, analyses its rural 
organising process, beginning with 
its early efforts in Banaskantha and 
_ later in Kutch. Nearly three-quar- 
_ ters of SEWA members live in rural 
__ areas. The book is divided accord- 
ing to its various development pro- 
| grammes: watershed development 
__ to ensure water supply in drought- 
| prone Banaskantha, dairy and craft 
_ co-operatives, rural microfinance 
schemes, and health and nutrition 
_ schemes. The narrative is inter- 
~ persed with case studies of the 
| women Crowell met during his 
- field visits. He also touches on the 
iee of some government 
© development programmes because - 
| of the red tape. a 














When Imitation Isn’t Flattery 


B OOK publishing is often like Hollywood. A hit like Fishl, 








_ coffee shop. Hartman is shocked: “You 
get up and go back every night... to see 
if they're stealing? If it were me, and 
here it is me, | just wouldn't do that.” 

The story goes something like this. 

_ Hartman believes in making his cus- 

~ tomers as passionate about coffee as 

— he is, having good employees, making 


_ the customer experience personal and 





$ 
and the formula is repeated endlessly. Take Beans. Like | 
most copies, it has none of the sparkle of the original. | 
The dialogues sound like they come out of a B-grade flick. | 
- “We've got to keep a sharp watch on these guys or they'll steal 

us blind, eh, Jack?” says Jim, pub-owner and friend of Jack | 
Hartman, owner of the tiny El Espresso, Seattle's most popular | 


LATHA JISHNU 





HEN a writer of natural history | 


turns his gaze on the world of 


humans and zoomsin ona par- | 


ticular species of homo sapiens 


for detailed investigation, the | 
findings are not likely be entirely unex- | 


pected. Zoomorphism has long been a 


popular pastime although few of those | 


addicted to this sport have focu- 
ssed on a tiny sliver of huma- 
nkind to prove a 
point. If the spe- 
cies happens to 
be the rich (the 
very, very rich ac- 
tually) the results 
can be surprising 
and amusing too, 
Richard Conniff’s 
field guide is an 
entertaining look 
at the peccadil- 
loes of the rich by 
comparing these to the beha- 
viour of baboons, flies and birds. 





That’s yet another angle on the rich | 
who have always been fair game for re- | 


searchers in diverse streams. As a breed, 
they have always excited an inordinate 


amount of attention, and not merely | 
from revolutionaries wanting to usherin | 


a more equitable economic order. 
Everyone from social scientists to econ- 
omists and naturalists have found them 
a promising field of study. Over the cen- 


HISTORY OF 





EXGUSE ME, IS 


turies, they have been discussed and dis- 
_ sected in anthropological terms, in doc- 
| trinaire Marxist theories to the more friv- 
| olous dilations of society columnists. 
Among those who have provided en- 
| during interpretations of their behav- 
$ 

i 

} 

| 

t 


iour is Thorstein Veblen, the University 
of Chicago economist who governs the 
defining terms ‘conspicuous consump- 
tion’, ‘pecuniary emulation’ and ‘con- 
spicuous waste. n his 
scathingly sardonic The 

, Theory of the Leisure 

; Class, he depicted the 

THE NATURAL rich as»completely 
tribal in their fixa- 
tions — their rites, 


THE RIGH their pleasures, 
: : their hierarchies 

A Field guide being no different 
By Richard Conniff from: the Papua 
William Heinemann New Guineans or 
Pages: 344; the people of the 
price: £1628 Andamans. Veblen 
says the roots of this be- 


haviour — he was looking 
at the super rich of America — 
| were to be found in potlatch (a ceremo- 
| nial native American feast marked by 
| lavish distribution of gifts to display 
| power and prestige), kula and the peri- 
| odic seizure of property by marauding 
_ tribesmen. 
| Veblen's disquisition on the consum- 
ing elite is a classic because it captures 
the character of contemporary consu- 
| mer society, right down to its conspicu- 


having a good product. Yet, as he tries to expand, he finds his 
_ business is floundering and his best employees are feeling de- 


| jected. Hence, Hartman decides to hire the services of a con- 


BEANS 

Four Principles for Running 
a Business in Good Times 
and Bad 

By Leslie A. Yerkes and 
Charles Decker 

Jossey-Bass 

Pages: 435; price: $19.95 


Beans 





| sultant, Carol. She suggests that Hartman get back to his old 
ways. And stick with exactly what he likes doing: running a 
small shop that offers the best coffee in town and the best cus- 
| tomer experience. 

Authors Yerkes and Decker, who have had prior experi- 
ence in publishing (the former was author of Fun Work and 
the latter was responsible for merchandising of professional 


and technical books at amazon.com), 
believe. these simple mantras are 
enough to get a successful business 
like El Espresso going. Unfortunately, 
in doing so, their product has none 
of the. aroma or the flavour of El 
Espresso’ coffee. @ 


PADMA DAMODARAN 
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ous leisure, conspicuous shopping and 
even conspicuous inconspicuousness. 
There have been less famous resear- 
chers who viewed the rich as specimens 
who have a lot in common with wild 
creatures, One such is Amotz Zahavi, an 
Israeli ornithologist who is best known 
for his handicap principle, a theory that 
attempts to explain why antelopes stot, 
peacocks carry gorgeous but dead- 
weight tails and why the rich are prone 
to-extreme exhibitionism. 

Conniff acknowledges his debt to Ve- 
blen and all those who have been on the 
naturalist trail before him. Using these. | 
studies — there are frequent references | 
to Frans de Waal’s Chimpanzee Politics: | 
Power and Sex among the Apes — the | 
book attempts to explain the psychology 
of the rich with primates, birds, mice | 
and houseflies as reference points. | 

Conniff, by his own admission, is not | 
a dedicated scientist; he is 
a journalist-essayist who 
hires a bright red Ferrari 


pantie a zn 


RICHARD CONNIFF 
writes on science and 
natural history for 
Smithsonian and 
National Geographic. 
His previous books were on 

rats and invertebrates. Thisis | 
his first book on humans | 











The Dynasties That We Love To Vote For 


widely eulogised event from history in 

the average Indian's mind. A key element 
in the uprising was Dalhousie's Doctrine of 
Lapse that used gender bias, namely the ab- 
sence of a male heir to Indian principalities, 
as a ruse to annex them and bring them un- 
der direct British rule. 

Arguably, this is supposed to have infuri- 
ated an entire nation into rebellion. In other 


Te revolt of 1857 against British rule is a 


words, the Indian people preferred to be ruled by their home- | 
grown dynasties rather than be subjugated by one impersonal | 
system of exploitation. If we want to, we can find in that revolt | 
the seeds of contemporary India’s ready acceptance of female | 





| GGRESSIVE dominance behaviour clearly wasn't getti ng (fea) T Turner the 
ort of traction he was seeking. In September of that year (1997), he 
came up with an ingenious new strategy: any damn fool can compete atthe 
standard Darwinian game of gathering marketshare and piling up resou- 
rces, But by giving away $1 billion to the UN, Turner could lay claim tothe- 
largest single act of charity by a living person in history. It was... also an act 
of prosocial dominance, a bid for status, as plain as the chest-thumping of 

rival Silverback gorillas or the philanthropic tri iing of an Arabian babbler. 


F355 Spider convertible (at $1,200 a day 
to impress his quarries) and hops across 
continents to sip champagne with 


Richard Branson or to visit the Grimaldis | 


in Monaco. These gossipy peregrina- 
tions bring forth very little that is star- 
tling or original but is reminiscent of his 


` ofall, status? 


Spineless Wonders: Strange Tales from i 


the Invertebrate World. 
He starts with the assu- 


Rupert Murdoch are species 
that conform to the rules of 
their kind and fit into basic pat- 
terns of physiology, territorial- 
ity, social hierarchy and repro- 


“mption that all animals from 
the Australian bulldog ant to | 


ductive and parental behaviour | 


of their genus. That’s old hat 
and Conniff's excuse for his book is that 


new findings in the field of evolutionary 


psychology offer important clues to our | 


current behaviour. But is there anyone 


Lest anyone mistake this for mere philanthropy, Turner characteristically 
announced the gift with hooting Jibes at less generous billionaires. ia 


who can pretend to be surprised by the 
revelation that the rich are motivated by 
the same urges that drive top animals in 
the natural world: the quest for domi- 
nance, mating opportunities and most 


But Conniff believes his zoomorph 
ism is not just revealing for us gawk 
plebs, but useful for the rich themse 
For instance, Bill Gates mightnot hay 
got into the bad books of the gov 
ment if he had understood the subtleties 
of dominance behaviour that is prac 
tised in the animal world. The tip 
chimps may sometimes rip outa rival's 
eye to assert their dominance but mos 
they do so by social Shani naa 
liance-building and, surprisingly, by bi 
ing nice. Really? And does anyone really 
want to know why the Duke of Marl bor. 
ough likes to pee in his own fireplace, 
specially in the presence of elegant 
women visitors? E 


DYNASTIES OF 


INDIA AND 
BEYOND 
By Inder 
Malhotra 


HarperCollins 


Pages: 363; 
price: Rs 495 





Jawaharlal Nehru himself is considered a 
by-product of his father’s political ambi- 
tions. And then there was Rajiv Gandhi. ; 
But this is not the way Inder Malhotra < — 
explains the genesis of India’s penchant for _ 
‘dynastic rule’. As one of the most experi- 
enced journalists in India today, Malhotra - 
uses his old worldly skill as raconteur to 
bring home images from his former beats. 
One such is the memory of a photograph at 
the Bandaranaike home showing the Sri - 
Lanka first family with the Nehrus.at Teen 
Murti House. However, Malhotra’sanalyti- 


heirs, elected or otherwise. Of course, this all-in-the-family | 


rule is not the monopoly of women for, in some ways, even 





cal format is more a fallout of his stint with TV; he uses three ~ 
experts to analyse what is obviously a phenomenon noteasy — 
to divine — the almost superstitious faith in dynasties in de- 
mocratically-governed countries. 
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| 
HOLES IN THE PENSION POLICY 


Sooner or later, the government has to tell citizens that high returns come with high risk 


HE prime minister has launched the UHIS (Univer- | But the devil is in the detail. Pre- and post-hospitalisation 
sal Health Insurance Scheme) and relaunched the | costs are out, as is domiciliary hospitalisation. It is not clear 
Varishta Pension Bima Yojana (VPBY). Both were | what variety of private or NGO-run hospitals will be per- 
announced in the 2003-04 Budget and VPBY noti- | missible. There are caps on types of costs that can be cov- 
fied by Life Insurance Corporation (LIC) lastmonth. | ered. General insurance companies argue this is to prevent 
Given the NDAs agenda of wooing the urban middleclassin | misuse. As if restrictions on automobile insurance have 
an election year, VPBY is what the government wants. UHIS | prevented corruption. As for identifying and targeting BPL 
is only to ensure that a pro-poor image is preserved. | households, had that been possible and had state govern- 
VPBY gives policyholders a guaranteed rate of return of | ments agreed, all kinds of subsidies would have worked bet- 
9%. In fact, today, LIC offers a return of 10.5%. Ifthere isa | ter. We can get into long arguments about whether BPL 
gap between LIC’s earnings on investments and guaranteed | identification is possible through National Sample Survey 
returns, the Central government will subsidise LIC. Clearly, | data or whether state governments need to commission 
the government hasn't learnt from earlier mistakes of offer- | their own surveys. Administrative and delivery mechani- 
ing guaranteed returns. Given the age profile of the politi- | sms will vary from state to state. And some policies will ben- 
cians, they have a vested interest in pushing guaranteed re- | efit the better off among the poor — not the truly poor, 
turns for the elderly. Such guarantees would have been Certain facts are indisputable. First, at 2% of GDP in- 
less objectionable had they only been meant for surance premium payments in India are really 
those who are old today, with guaranteed op- low. Insurance coverage is inadequate, pene- 
tions foreclosed for those who join the tration levels low and premium payments 
cadre of senior citizens tomorrow. need to be hiked to 10-15% of GDP. The 
Sooner or later, Indians must learn to Indian population is aging and the nu- 
live with the fact that high returns mber of people above 60 will be 9% by 
come with high risk. Unfortunately, 2016. Pension schemes are restricted 
VPBY is completely open-ended and to the organised sector. Governme- 
with increasing numbers of old peo- nt-administered pension and life in- 
ple, the burden on the exchequer will surance schemes have high adminis- 
be great. The range of investments trative costs. The Old Age Social and 
under VPBY is from Rs 33,335 to Rs Income Security (OASIS) project has 
2,66,665 (with corresponding monthly provided great ammunition for reform. 
pensions of Rs 250 or Rs 2,000 a month). While this is the diagnosis, the solu- 
This is hardly meant for the poor. The VPBY tion should be fairly straightforward. Throw 
now has an exit option after 15 years and a loan life (and pensions) and general insurance open 










ANTH 
option (up to 75% of deposited premium). The maxi- Se Re. competition and free entry, with appropriate thre- 
mum age limit has also been scrapped. Clearly, furtherlob- | shold criteria to ensure entry of credible players. There can 
bying will lead to further refinements in VPBY. be no objections to such transparent criteria set by regula- 


The government will seek to counter the pro-rich and | tors. That permits choice for consumers and develops more 
pro-urban middle class argument by flaunting UHIS. This | products. VPBY and UHIS will operate through state insur- 
looks good on paper. A premium of Re 1 per day foran indi- | ance companies. While reforms are about free entry, end of 
vidual, Rs 1.50 per day for a family of five and Rs 2 per dayfor | government monopolies and greater competition, the 
a family of seven will entitle the poor to reimbursement of | mindset hasn't quite changed. Notice the private sector's 
medical expenses (up to Rs 30,000), cover for accidental | entry in life insurance, but there are restrictions on what it 
deaths (up to Rs 25,000) and compensation for earnings | can doin individual pensions, group gratuity and super-an- 
losses at Rs 50 per day (up to 15 days). The government will | nuation segments. The launch or relaunch of VPBY and 
contribute Rs 100 a year as an annual premium subsidy for | UHIS reflect the same mindset. Till this changes, there won't 
BPL (below poverty line) families. There will have to bea | be proper insurance and pension reform in India. 
minimum of 100 families in the fold. All kinds of figures are Whatever happened to the Dave panel’s report? And 
floating around on how many people will be covered. The | why not go back to the OASIS report? The roadmap is there 
general insurance companies talk of 2 million covers, the fi- | and the imminent elections should alter nothing. Unfortu- 
nance ministry says 4 million and the FM talks of7 million. | nately, that’s not the way the politician's mind works. a 
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} aN Dos Close burner and regulator knobs after cooking at night V If you smell gas put out all flames and 
r òà O { immediately close burner and regulator knobs “ Use BIS approved rubber tube and replace the same 
l A every two years W Strike match first, then open burner knob 
Q y i Avoid open flames and inflammable material near the gas installation X Do not operate electric 
x Don ts switches if you smell gas X Do not attempt self-repair. Always call your distributor for help 
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The power to heal. A 


responsibility we strive to fulfil More than 851 hip replacements 


More than 1702 Knee replacements 

22 Shoulder replacements 

More than 5835 radical surgeries for Cancer treatment 
More than 4709 Laparoscopic Cholecystectomy 

More than 9585 Coronary Angiography 

More than 3172 Coronary Angioplasty 

1610 Open Heart operations 

625 Closed Heart operations 

Around 1872 Spinal surgeries 

Around 3330 Brain surgeries 


by providing the highest 
possible quality of 
compassionate and cost- 


effective care. 
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Radiant 
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360, Panchasayar, Kolkata 700 094 
Tel : 91 (33) 2462 2394/0071-73, Fax : 91 (33) 2462 0766 
ISO 9002 e-mail : hospitex@vsnl.com , Website : www.peerlesshospital.com 


g Peerless Hospital & B.K.Roy Research Centre 
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boasted of having India’s pre- 

mier medical practitioner as the 
Chief Minister for more than a de- 
cade- the wheel of health care and 
health management systems have 
finally started to move in the right 
direction. Like the adage better late 
than never. Chennai, Hyderabad and 
Manipal have shown the way and en- 
terprising entrepreneurs, doctors 
and a helpful state government have 
decided to come together to start 
creating a system that keeps you 
healthy and wise. New hospitals, clin- 
ics and speciality set ups are com- 
-ing up all over the state. And with 
availability of state of the art equip- 
ment and consumer driven 
healthcare packages it is becoming 
possible to keep oneself in good 
form. The lure of rushing off to 
Chennai or Bangalore is slowly on 
the wane as big daddies of 
healthcare like Apollo Group and 
Rotary Narayana Shankara 
Nethralaya are already in Kolkata. 
Today the private sector is actively 
encouraged and health care is being 
focussed upon as a business with a 
social conscience and not a work of 
charity. “It is our aim that people of 
West Bengal should not look outside 
for health care but rather others 
should start talking about the state 
as one with one of the best health 
care system in the country”, says 
Suryakanta Mishra, Health Minister. 
Dr. Devi Shetty’s Rabindranath 
Tagore International Institute of Car- 
diac Science and Badrinath’s Rotary 
Narayana Shankara Netralaya are 
classic examples. 
With medical technology and skills 
becoming a global commodity, 
Kolkata is not lagging behind in ei- 
ther. This has led to the cropping up 
of a clutch of super speciality 
hospitals replacing the old pop and 
mom kind of nursing home culture. 
True they still exist and their num- 
bers are growing but even they are 
adopting a more sophisticated look. 


F or West Bengal, the state which 





Healthcare is not an isolated propo- 
sition anymore but a package that is 
accessible and is an integral part of 
our lives. True, but there’s always the 
question of costs but with medical in- 
surance gaining currency and hospi- 
tals and healthcare facilities coming 
up with their own packages every one 
can start believing in the magic of 
great healthcare facilities. 

It's time to wake up to a new dawn, a 
dawn that heralds a new beginning 
where you do not have to rush off to 
your nearest travel agent to book 
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Kolkata’- The upcoming Health Hub of India 


you a ticket to Bangalore, Chennai or 
Mumbai. Kolkata has everything in 
store and that, too, at very affordable 
rates. Right from the heart to the eyes 
to complex oncological treatment the 
city is gearing up to cater to one and 
all. It is not just a question of a city’s 
pride but the assertion that the city 
has the ability and facility to prove 
that it is right up there with the very 
best. To prove a point let’s start with 
the heart first, after all that’s the 
pump that keeps the pump of life 
pumping forever. 





The State of the Hea 


7 Nothing but the best 
m B.M. Birla Heart Research Centre 


The heart matters and, in a life that is 
full of stress it is absolutely essential 
to have access to the best in cardio- 
thoracic treatment B.M. Birla Heart 
Research Centre in association with 
the globally renowned Cleveland 
Clinic Foundation is ready to take care 
of your hearts. The Centre is engaged 
in a continuous pursuit of the best 
possible medical facility and treat- 
ment through a corpus of highly- 
trained professionals and the best in 
medical equipment. A few years ago, 
the Centre, along with its sister 
organisation, the Birla Group-owned 
Calcutta Medical Research Institute 
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(CMRI), tied up with 
the Cleveland Clinic 
Foundation which is 
recognised as one of 
the 10 best hospitals 
in the US. 

Of course all this 
builds up your repu- 
tation of being a 
very expensive hos- 
pital. It’s not quite 
so. “The normal 
perception of BM 
Birla is that it is a 
very expensive hos- 
pital,” says Mr 
Suyash Borar, chief 
financial controller. 
“Even if it is an indi- 
vidual-backed insti- 
tution, about 22-25 
per cent patients, 
especially the disad- 
vantaged, are given subsidised pack- 
ages. For the authorities of this all- 
star healthcare institution, it wasn’t 
enough to break new ground. A few 
years ago they sought - and re- 
ceived — the ISO 9002 and ISO 14001 
certification as an additional stamp 
of excellence. “After the ISO certifi- 
cation and the tie-up with Cleveland, 
the quality of patient care at BM Birla 
is comparable to the best in the 
world,” says Mr Borar. But not con- 
tent to rest on its laurels, BM Birla is 
striving ahead and plans to start 
more state-of-the-art hospitals all 
over the country. 


Health Feature 


The Rabindranath Tagore Interna- 
tional Institute of Cardiac Sciences 
(RTIICS), the 130 bed , state —of- the 
art hospital set up in April 2000 has 
its share of medical glitterati as 
well. The institute started under the 
aegis of the Asia Heart Foundation 
(AHF), by renowned cardiologist Dr 
Devi Shetty , is committed to bring 
world class cardiac care with in the 
reach of common man. RTIICS 
Kolkata is providing comprehensive 
contemporary cardiac care to the 
people of Eastern India and its 
neighbouring states at affordable 
costs. It is not just the cost, but also 
the spirit with which the hospital 
works with a helping attitude to- 
wards the needy and sick makes all 
the difference. It was this integrated 
interest and dedication of Dr. Devi 
Shetty and Dr. Alok Roy that made 
people and patients from 
neighbouring countries have such 
faith upon RTIICS. 

Pediatric Cardiac Care is something 
all major cardiac centers in the coun- 
try wish to achieve and usually in- 
dulge in after they are well estab- 
lished. Under the tutelage of Dr. 
Ashutosh Raghuvanshi RTIICS 
started with pediatric cardiac sur- 
gery and till date RTIICS has per- 
formed approximately 1200 opera- 
tions and now is at the cutting edge 
of medical care with the non-oper- 
able closure of some heart defects 
in children. 

“Telecardiology” as the project of 
joint collaboration of the Govt. of 
West Bengal and Asia Heart Foun- 
dation is opening new frontiers and 
is using technology to “take health 
care to the people” in areas like 
Bankura or Siliguri or in remote 
Udaipur of Tripura . “The Guest Sup- 
port Cell of the hospital helps pa- 
tients from economically backward 
families to continue their treatment 
by organizing funds.” Says Vice- 
Chairman, Dr Alok Roy. The Senior 
Citizens Club with 3200 members 
can consult the eminent cardiolo- 
gists free of cost and can avail of 
discounts on all diagnostic facilities, 
lab tests on all packages offered of 
the hospitals. RTIICS conduct free 
heart check up camps and all over 
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The State of the Heart 
Rabindranath Tagore International Institute of Cardiac Science 


India to bring cardiac care within the 
reach of the poor and the middle 
class people in different schools to 
create awareness at an early age 
about heart problems. Children were 
checked by of cardiologists and fol- 
low ups were done in RTIICS abso- 
lutely free of cost. 

RTIICS have come up with Rotary 
Narayana Sankara Nethralaya at 
Salt Lake, which for the first time in 


_Eastern India, is providing the facil- 


ity of posterior Ophthalmic Surgery. 
It is tripartite venture between Asia 
Heart Foundation, the parent orga- 
nization of RTIICS, Sankara 
Nethralaya and Eastern India Rotary 
Welfare Trust. Dr. S.S. Badrinath, 
Chairman, Medical Research Foun- 
dation, Chennai, came forward to 
lent his expertise to cater to the dire 
needs of comprehensive ophthalmic 
treatment for the people of West 
Bengal to ensure a better vision for 
today and tomorrow for the people 
of Eastern and North Eastern India 
and the neighbouring countries. 

American Church Trauma Centre, 
again first of it’s kind in Eastern In- 
dia, with specialized services like 
Neurology, Neuro-surgery, Ortho- 
paedics, Orthopaedic Surgery, Urol- 
ogy, Gastroenterology, and Nephrol- 
ogy is proposed to extend immedi- 
ate medical help to the accident pa- 
tients. To make our dream come true, 
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our well wishers have taken interest 
and have contributed for the project. 
We look forward towards al con- 
cerned members of the community 
for similar help and support to make 
American Church Trauma Centre a 
success story, to provide to the as- 
piring people of West Bengal and 
neighbouring states- “World-class 
medical care within the reach of the 
common man”. 


Creating a new environment 


In keeping with the state 
government's emphasis on promot- 
ing tertiary healthcare, Peerless 
Hospital and B.K. Roy Research Cen- 
tre has been primarily developed as 
a tertiary care hospital. Peerless is 
currently revamping its image from 
an institution of the masses to a ser- 
vice provider for specialised catego- 
ries of people. While most 
organisations tout care for the un- 
derprivileged, Peerless - which 
started out with the vision to reach 
healthcare to the remotest corners 
of the city - now considers itself 
equipped enough to cater to a in- 
creasingly-demanding corporate cli- 
entele. Today, it is the only hospital 
in eastern India with a ward exclu- 
sively for company executives. Other 
niche categories on its agenda in- 
clude Senior Citizens (a health card 
for them is on the anvil) and women. 







Beating for your Heart 


At Rabindranath Tagore International Institute of Cardiac Sciences, a team of dedicated 
professionals is working with a missionary zeal to ‘cure with compassion’. Accepting their social 










commitment and striving to achieve ‘Social Welfare Through Heart’, they work with a common 
ne in their eyes and a singular goal in their minds. The strength of the dreams of Dr. Devi Shetty 


and Dr. Alok Roy to reach out to the common man.with world class cardiac care has been the driving 


oe ` A force for all the hearts that join hands to save heartsat RTIICS. 


= 


eri ae inception on 30th April, 2000 RTIICS has been promoting the cause for providing quality 


health care to all strata of the society at the lowest rates ever envisaged in the industry. The 120-bed 
hospital equipped with the state-of the art OTs and Cath Labs and hi-tech equipment is specially 
designed to provide world class cardiac care to the people, where 5 - 6 open heart surgeries and 18 - 20 
cath procedures are undertaken everyday. 

There is a separate department - the Guest Support Cell to help patients from economically 
backward families to continue their treatment by organising funds. Ir has organised financial 
assistance for thousands of poor patients who were unable to collect funds to avail of the treatment 
with support from a number of Government and Non Government Organizations. 

We at RTIICS realised our prime responsibility of patronizing the elders whom we lovingly and 
respectfully call Senior Citizens. Our Senior Citizens Club renders free consultation to the members, ~ 
arranges for emergency pick-ups and treatments in times of distress when no one close to them is 
around to comfort and reassure them. 

We conduct free heart camps throughout West Bengal and the North Eastern States every week in 
our effort to bring cardiac care within reach of the poor and the middle class people and guide them 
toa healing path. More than 300 patients are seen each day in each of these camps. 

RTIICS has been a role model not only in medical care of patients but also in its cooperation with 
the government in opening new frontiers to reach out and bring “cardiac care to the patient” rather 
than patient to the hospital. This unique set up of unprecedented cardiac care in this country makes 





it possible for the common man in Bankura or Siliguri or for that matter in remote Udaipur of Tripura to 

__ seek medical care and opinion provided by the doctors of RTIICS and Narayana Hrudayalaya at 

Wa Bangalore through satellite links. This indeed is pinnacle of combining high technology with 
government infrastructure with a zeal to provide healthcare to the common man. 

» We have started our journey with healing hearts’ and have extended our services to provide state 








of the art eye care. We have come up with Rotary Narayana Sankara Nethralaya, which, for the first 
time in Eastern India, is providing the facility of posterior Ophthalmic Surgery with Sankara Nethralaya 
expertise. This institute would perform 75 - 80 procedures each day, which includes various Laser 


> therapies, Phacoemusification with intraocular lens implantation, Cryotherapy etc to treat cataract, 
x 7 glaucoma, diabetic retinopathy, retinal detachment and a host of other ailments and is expected to 
«play a major role in ensuring a better vision for today and tomorrow for the people of Eastern and ~ 
r North Eastern India and the neighbouring countries. 3 
- i f Armenian Church Trauma Centre, again first of its kind in Eastern India, with specialised services | 
t like Neurology, Neuro-surgery, Orthopaedics, Orthopaedic Surgery, Urology, Gastroenterology and 


Nephrology is proposed to extend immediate medical help to the accident patients and to provide 










to all aspiring people of West Bengal and the neighbouring states - “equitable distribution of health 
- care forall”. 


Rabindranath Tagore International 


Institute of Cardiac Sciences 
apur, (E. M. Bypass), Near Santoshpur Connector, 
i ai i 


@8. Fax : (033) 2426 4204 
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“Peerless Hospital has been ac- 
cepted as a fair service provider in 
the healthcare sector because of 
the attitudinal change of the staff.” 
says Brig. (Dr) A.K. Sanyal, Manag- 
ing Director . “It has also met the 
expectations of its consultants and 
taken a bold decision to revitalise 
cardiology department . It has been 
decided to spend 4 cr on a new 
Cathlab with latest eco- cardiology 
machine to match the best in the 
country with in a few months time”, 
says Brig Sanyal Cardiothoracic 
Surgery Department has been re- 
vamped and it will complement the 
cardiology department. Keeping in 
mind the comfort , security and eco- 
nomic problems of the relatives of 
the patients Peerless have created 
16 dormitory suits with in the hospi- 
tal compound. Led by its vice-presi- 
dent (marketing and administration) 
Rupak Baruah, Peerless is trying to 
initiate a greater degree of profes- 
sional management in the workings 
of the hospital. As pointed out by Mr 
Barua, “The 300-bed hospital has 
well qualified physicians and com- 
mitted health workers and staff 
members. It is specially well known 
for joint -replacement surgery of the 
knee and the shoulder , bypass sur- 
gery of the heart and correction of 
congenital disorders of the heart. 
We have a special CAPD system 
with which patients can have their 
dialysis done at home.” 


\ 





Relatively 
newer mega- 
healthcare 
providers like 
Ruby General 
Hospital think 
slightly diff- 
erie m tl ys 
Founded by 
Sajal Dutta, 
Ruby started 
its operations 
in 1995. Apart 
from facilities, 
they strive to 
bring never- 
before services into the state. Hav- 
ing 27 medical departments 
equipped with state-of-art facilities, 
Ruby General Hospital , for instance, 
sets the bar by its standards of criti- 
cal care. Considered by some as 
having the best intensive care and 
intensive therapy units in Bengal, the 
hospital follows a strict patient treat- 
ment protocol, i.e., as soon as a criti- 
cally ill patient arrives at the hospi- 
tal, the staff sets in motion a flurry of 
further diagnostic investigations, 
drugs to be started, specialists to be 
called and such, leaving nothing to 
chance. 

Consultants are on call at all times, 
and as per hospital policy, the pa- 
tient is seen within two hours of ar- 
rival by a specialist at any time of 
the day or night. Ruby rounds off its 
critical care facilities with fast-track 


A ROY RESEARCH CENTRE 
a a 


EEEN orach cow 


A complete healthcare facility ; 
Peerless Hospital and B. K. Roy Research Centre 
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A world class paediatric ward at 
B. M. Birla Heart Research Centre 


pathology (which provides a report 
within 15 minutes), medical officers 
and nurses specially trained in criti- 
cal-care procedures, and adequate 
support apparatus. It’s other pio- 
neering effort is the Beating Heart 
Bypass Surgery. In May it has com- 
pleted 100 heart bypass surgeries 
using the method. Ruby is recog- 
nized as one of the finest medical 
institutions in Eastern India, says 
Managing Director Sajal Dutta. It is 
the only hospital in Eastern India to 
achieve accredition under NABL 
(National Accredition Board for 
Laboratories) for its clinical practices 
in Pathology in Feb 2003. NABL, which 
is under the aegis of Department of 
Science & Technology, Government 
of India for its accreditation adopts 
the standards of IEC 1702 - the 
present international standard of 
Pathology testing in World - class 
Hospital in US and Europe. “As an 
ISO 9002 hospital, Ruby today is the 
only hospital in Eastern India to 
upgrade this certification to ISO 
9001: 2000 standards again by 
KPMG”. Says Mr Dutta. 

‘The Enclave’ is Ruby Hospital’s ex- 
clusive lifestyle floor. Hospitalisation 
days need not be dull , unproductive 
and boring anymore. At ‘The En- 
clave’ one enjoys medical care , with 
all communication , entertainment 
and modern lifestyle facilities. It is 
an exclusive floor with elegantly ap- 
pointed private apartments along 
with private kitchenette, refrigerator, 
microwave oven , computer with 
internet and exclusive vegetarian 
kitchen. This exclusive lifestyle is not 


Sti tire me 
Discuss the menu with the chef © Have a tea party with family and friends 


Is there a hospital which offers 
all this in Kolkata? 


Presenting 


‘The Enclave’ 


Ruby Hospital’s exclusive lifestyle floor 


The Enclave’s facilities as compared 
to the best city hospitals. 


The | 

Facilities best hospitals ‘The Enclave’ f 
Exclusive lifestyle floor x 
with luxury apartments 
Computer with Internet Connectivity 
VCD player 
Private well-stocked i > 

i Pay by U 

kitchenette with sink 5 Cee UF. 


Microwave Oven : y 4 WEN I D 


Refrigerator 

Exclusive kitchen for vegetarian food 
Admission and discharge 

from the same floor 

All drugs and medicines 

supplied in-house 

Only hospital to achieve ISO 9001 
certification 

Accredition by NABL x 





wVhen the world has changed why should you settle for nursing homes and hospitals from the last generation? Often, 
he dull unproductive days spent recovering from surgery or illness in a “single-bed”room is the worst part of 
1ospitalisation. Stay active instead. The Enclave combines state-of-the-art nursing care with latest lifestyle, 
sommunication and entertainment facilities to make time pass swiftly. And to ensure a cheerful recovery 


Ruby is the only hospital in Kolkata which has been awarded ISO 9001: 

2000 certificate and NABL accredition for its adherence to international 

standard quality. It has over 99% success rate in Heart Bypass Surgery. 
his is at par with any top grade international hospital . 


Ruby is a multi-speciality hospital with 26 medical departments. 
t has specialists doctors of all departments on call to deal with 
any problem, 24 hours. 


Call at 
Mobile: 98310 02546 - 98311 79181 


Kasha Golnark F M Benace Kolkata ZON 107 Phone 412.6576/6001 Fay 91 33.2442 6577 
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available in other healthcare insti- 
tutions of Eastern India. 

“We , from Apollo Gleneagles Hos- 
pital, want to bring the international 
standards of healthcare to the reach 
of every individual in India and now 
at Kolkata for east and north east- 
ern parts of India.” says Dr. Prathap 
C. Reddy Chairman .This Hospital is 
going to be the one stop destination 
for this region for any kind of 
healthcare requirements with 
Apollo’s mission of touching lives. 
Apollo has already established in- 
formation centres in the district lev- 
els in West Bengal, North eastern 
states, Bangladesh and Bhutan with 
Telemedicine facility to disseminate 
the information on health and to do 
the necessary arrangements for the 
needy people. For those who want 
quality treatment may not be re- 
quired to travel down to south now, 
since the same kind of set up has 
brought to Kolkata by the Apollo 
Hospitals Group. 

Says V. Satyanarayana Reddy CEO, 
“We ensure quality 
treatment by ex- 
ecuting our group 
standards through 
experienced pro- 
fessionals in all 
areas. Apollo 
Gleneagels Group 
is planning to 
spread its wings 
through life style 
clinics with franchi- 
sees and 24 hours 
pharmacies at main 
cities in the east 
and north eastern 
region. Apollo 
Gleneagles Hospital is a 325 bedded 
Multi-speciality Hospital with round 
the clock Emergency care and Di- 
agnostic services like MRI, CT, X- 
Ray, Ultra sound, Nuclear Medicine, 
Neurophysiology, Intensive care 
unit with 72 beds, Five super- 
speciality Operation theatres, One 
emergency Operation theatre fitted 
with modern state-of-art equip- 
ments, 2 Cathlabs, Dialysis Unit, lab 
services (with fully automated Auto 
Analyzer. The hospital has got well- 
experienced Cardiac team headed 


Hospital on wheels from 
- Apollo Gleneagles Kolkata 





by Dr. Ramesh Sheshadri - Cardio 
thoracic surgeon and Neuro team 
headed by Dr. Sidhartha Ghosh- 
Neuro Surgeon from the Chennai 
Apollo to cater to the healthcare re- 
quirements of east, north eastern 
regions and neighbouring countries 
especially Bangladesh. 

The hospital has also 
started “Hospital on 
Wheels” Emergency ser- 
vices which is recently 
launched by Sourav 
Ganguly on 14" May 2003 
with an exclusive 4 digit 
telephone number 
“1066” backed with well- 
equipped ambulances 
round the clock. 


For your Eyes Only 


GKB has been manufac- 
turing ophthalmic lenses 
for spectacles since 1959. 
It started with its small 
operations at Agra and since then it 
has grown to be the largest spec- 
tacle lens manufacturing company 
in the country. It had an eye on not 
only for the domestic but also the 
international market and began ex- 
porting its products in 1974. It has 
thus been receiving the top export 
awards ever since. GKB lenses are 
regarded as one of the finest in coun- 
tries like Germany, France, UK, 
Canada, South Africa, and Singapore 
to name a few. 

GKB gained its reputation on account 
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of its continued investments in state 
of the art technology from Germany 
& Switzerland to produce spectacles 
as per CE (European Union) stan- 
dards. This earned GKB the distinc- 
tion to be selected as a member of 
the prestigious Optical Laboratory 
Association, USA. The company’s 
new area of expansion includes 
opening up a chain of world class 
optical showrooms in major cities in 
the country. To bring a taste of the 
international flair, GKB has collabo- 
rated with global leaders Rodenstock 
of Germany and SEIKO of Japan to 
introduce the very best in frames & 
lenses. 

To promote the showrooms as a one 
stop eye-care shop, each GKB retail 
outlet is well equipped with the 
state-of-the-art computerized eye 
testing facilities and an advanced 
contact lens dispensing clinic. GKB’s 
internal training program prepares 
optometrists and dispensing staff 
with a high degree of training that 
will allow them to guide the consum- 
ers on any eye related issue and 
offer the best solutions available in- 
ternationally. All this in a swanky yet 
friendly environment of its show- 
rooms It has a different section dedi- 
cated to children eyewear and sun- 
glasses that house a vast collection 
on the latest from around the globe. 
However the best attraction is the 
collection of GKB’s own premium 
frames made with top quality ma- 
terials yet reasonable priced. 


Apollo Glenea des Hospitals 
£ KOLKATA — 
touching lives 

pollo Gleneagles Hospital is a 325 bedded Multi-speciality Hospital with round the clock Emergency care and Diagnostic services like MRI, CT, X- 

A Ray, Ultra sound, Nuclear Medicine, Neurophysiology, Intensive care unit with 72 beds, Five superspeciality Operation theatres, One Emergency 
Operation theatre fitted with modern state of art equipments, 2 Cathlabs, Lab services (with fully automated Auto Analyzer. The various subunits of 
Pathology are Hematology, Histopathology, Biochemistry, Endocrinology, Serology, Clinical Pathology, Immunoserology and Microbiology), Preventive 
health check-ups, Round the clock pharmacy, Speciality clinics with full time consultants in around 65 medical disciplines (Cardiology, Cardio thoracic 
surgery, Liver Unit, Nephrology, Vascular Surgery, Medical & Surgical Gastroenterology, Orthopedics, ENT, Oncology, Pediatrics, Obstetrics&Gyn, 


Radiology, Emergency & Trauma, Urology, internal Medicine, Cosmetic Surgery, Plastic Surgery, Psychiatry, Respiratory Medicine, Dermatology, Dental, 
ti / Mg te touching lives 
© Anaesthesiology Nuclear Medicine 
e V lar S Kolkata with surgical facilities 
Cardiology urgery 
Intraocular lence implantation (IOL), 
Dermatology 
Dentistry surgery, OPG, 
Facio ary Surgery Reh tion j diagnosis like Latest Spiral CT Scan, 
channel holter monitor, TMT, Colour 
Haematology 
optic Bronchoscope, Laryngoscope, 
CAGI Doctors of Chennai, Hyderabad, Delhi, Singapore and Speciality Consultation in all disciplines 
\ Preventive Health Cheqgs Haake (hee Ghild Health Cheq, 
preventive health. Our years of experience have shown | Well equipped ambulance facility 
suit the needs of different user groups : 
0 dK u Íy Apollo Executive Health Cheq 


ee. 


Facio Maxillary surgery, Nephrology, Ophthalmology, Endocrinology, Rheumatology, Diabetology etc.,) and Telemedicine. 
i ` e Rheumatology F i Vhe clinic is well-equipped and 
Bio-chemistry n Neurology : i 4 4 
Orthopaedics : NE: mi like Lap-choly, Punch grafting, 
Cardio Thoracic Surgery ie ata a Os 
Ophthalmology — Bt oN eee Arthroscopy, minor surgeries like 
Endocrinology Nephrology eae Tympanoplasty, Stapedectomy, Mastoid 
USG Digital X-Ray, Mammography, 
Gastro Enterology 
ironii. a Echo-Cardiography, Colour Doppler, 
Histopathology © Radiology and maging Eran N ay = EEG, Upper GI Endoscopy & 
other group hospitals can be consulted through Telemedicine. ME et Healt 
_ Apollo Hospitals, pioneers in the Indian Healthcare Wiel NOMAR Chee, Heart Cheq 
Be 5 
A. 4 us that most ailments can be cured if detected early. Round the clock pha > 
Apollo Master Health Cheq 


Multi-speciality care} š ~ Apollo Gleneagles Clinic 
Scab Surg ino ia, © Sexual Medicine centrally located at Gariahat, 
Obstetrics & Gynaecology 4 Diagnostic Laparoscopy (Gyn&Obs), 
Dentistry 
Oncology “ extraction and impaction of tooth, 
ENT Physical Medicine & with the state of art equipments for 
cone ot) Interventional radiology, Three 
5 a A : p aS ora. Urodynamics study, Cystoscope, Fiber 
Internal Medicine Sciences a Colonoscopy. 
FULL TIME CONSULTANTS IN ALL SPECIALITIES issa MAAN 
__ scenario have always advocated the importance of and Whole body Cheq) 
Apollo Hospitals offers various health cheq packages to 
Apollo Child Health Cheq f 


Apollo Heart Cheq 
Apollo Well Woman Cheq 
Apollo Whole Body Cheq 


Apollo Diabetic Cheq 


“Apollo Gleneagles Hospitals 
58,Canal Circular Road,Kolkata-7000 054. Tel :2358 5211/5, „Fax : 91.33 -23585198 
` +u Apollo Gleneagles Clinic = = 
48/IF Leela Roy Sarani (Gariahat), Kolkata - 700 019, Tel : 91-33-2474 6028/6479/6483/6486, Fax: 91-33-2474 6480 





Health Feature 


PROMOTIONS 





International standards of healthcare in Kolkata 
- Apollo Gleneagles Hospital 





Pharma First 

It is not only hospitals alone that 
makes life easier and better. It is also 
the availability of the right drugs 
round the clock . In Kolkata , patients 
no longer have to wait to get the pre- 
scribed medicines over the counter. 
Dhanwantary which commenced 
retail medicine business in 1984 is 
the no 1 chemist shop providing 24 
-hour service ,with five retail out- 
lets and allied medicare services has 
redefined the concept of retail sell- 
ing of medicines and ambulance 
services in Kolkata.The most unique 
and innovative service in the field 
of cancer treatment was conceived 
and started by its chairman in 1993 
in the name of Dhanwantary Can- 
cer Division, wherein all anti-cancer 
branded medicines are being made 
available from the world over. 
“Tele medishopping” services are 
being introduced by them wherein 
the patients and their relatives may 
book their medicine orders over 
phone or the said prescription even 
faxed or emailed. “The expensive 
nature of the anti-cancer drugs and 


Fulfilling a very special need in Kolkata 
- Dhanwantary 





their non-availability 
most of the time 
prompted us to do 
something for the 
suffering community”, 
says Dhanwantary 
Group Chairman Raju 
Khandelwal. 
Dhanwantary Group is in 
the process of putting up 
a health insurance 
scheme where a person 
investing only Re.1 per day can in- 
sure his health for a Mediclaim worth 
Rs. 25,000 and Personal Accident 
Death Cover worth Rs1.00 lac , which 
will be a total cashless insurance en- 
abling the patient to undergo treat- 
ment/operation in any hospital/ 
nursing home. The insurance 
scheme is tailor-made by National 
Insurance Co.Ltd. for Dhanwantary 
Group of chemist shops. Mr. Raju 
Khandelwal announced about the in- 
surance scheme which will cover ap- 
proximately 1,00,000 families in 
Dhanwantary Seva Sanman which 
was recently held in the city. Another 
scheme, which is soon to be intro- 
duced by the Dhanwantary Group, 
is that every customers visiting any 
of their outlets and purchasing medi- 
cines worth a minimum of Rs.500 will 
be insured against personal accident 
claim for Rs. 1,00,000. 


A new Dawn 


Life is not perfect yet for the state’s 
healthcare system. But both acces- 
sibility and quality are on the rise and 
entrepreneurs are responding to the 
needs of the 
people . A begin- 
ning has been 
made and it is 
time to move 
forward and 
ensure that the 
quality does not 
flag . The initiativ- 
es in healthcare 
have opened 
fresh opportuni- 
ties and given the 
people the 
assurance that 
their lives are in 
good hands. 
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Dr. Prathap C. Reddy 
Chairman-Apollo Gleneagles Hospital 


t€ We want to bring the 
international standards of 
healthcare to the reach of every 
individual in India and now 
at Kolkata for east and 
northeastern parts of India 39 





Raju Khandelwal 
CEO-Dhanwantary Group 
tt We have redefined 
the 24-hr medicine retailing 

concept in the city 39 





Sajal Dutta 

Managing Director-Ruby General Hospital 
tt Ruby is recognized as one of 

the finest medical institutions 
in Eastern India Today 99 





Brig (Dr.) A.K. Sanyal 
Managing Director, Peerless Hospital & 
B.K. Roy Research Centre 


tt Peerless provides an 
alternative way of practicing 
medicine, a transparent and 
dignified way of handling 
patient and value-for 
money treatment 93 





Dr. Devi Shetty, 
the renowned cardiologist 
t® At RTIICS we are committed 
to bring world class cardiac care 
within the reach of the 
common man JJ 
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COMPOSITE HEALTH CARE IN KOLKATA 


foe Apollo ag | 
ri Medical Centre 
: Calcutta Medical piece: Institute 
| erless Hospital & B K Roy Resgarch Cenite 


Ruby General Hospital 


Sarekshe Ginie & Research ana 

Duncans Gleneagles Hospitals 

Belle Vue Nursing Home 
We \dlands Hospital & Medical Research Centre Ltd. 
Nightingale Diagnostic & Eye Care Research Centre 


RES OF EXCELLENCE 


Rabindranath Tagore International Institute 
“of cardiac Science (A Unit of Asia Heart Foundation) 


Kothari Medical Centre 
Wockhardt Hospital & Kidney: institute 


Calcutta Medical Research Institute 


"Susrut Eye Foundation & Research 


BE Eye Foundation — 
Disha Eye Hospital & Research n Ganire 


‘Better Sight Centre (Lasix) 








ADDRESS 


| 58 Canal Circular R 


Ph: :23585211/15 Fa; i : 
P-4 & 5 CIT Scheme -LXXII Block- A, Gariahat Road (South), Kol Ikata ~ 700 029 
Ph: 24404102 Fax: 24404803 Website: www. ees com 

8/3 Alipore Road, Kolkata = 700 027 : 

Ph: 24567050-59 Fax: 24567045 Website: www. kothari. médical 6 

7/2 D.H. Road, Kolkata -700 027 

Ph: 2456 7700, 24562674 Fax: 24567880 Website: www.cmri-india.com 

360, Panchasayar, Kolkata — 700 094 

Ph: 24622394/2462/0071/0072/0073 W 

Kasba Golpark, E.M. Bypass, Kolkata - 700 107 

Ph: 24420291 /6091/6576 Website: www. soak com 

Andul Road, Howrah — 711109 x 

Ph: 264455 16/9800/8888/8889 Fax: 2442657 : 

JC-16 &17, Salt Lake City, Kolkata — 700 091 

Ph: 23357710 Website: www.suraksha.com 


48/1F, Leela Roy Sarani, Kolkata - 700: 019. 
Ph: 24746028/6347/6351 ; 


9, Dr. U.N. Brahmachari Street, Minto Park, Kolkata - - 700 017 

Ph: 22472321/6925/7473 Fax: 22806925 

8/5 Alipore Road, Kolkata — 700.027 

Ph: 2456 7075-89 Fax: 24567090. Website : http://woodiands- ss GC 
11, Shakespere Sarani, Kolkata - 700 071 , 
Ph: 22827263/7255/7969 Fax; 22825377 


1/1, National Library Avenue, Kolkata = 700 027 A 

Ph: 24567777/9890 Fax: 2456.7000: Website: www. birlaheart. com 

124 Makundapur, E.M. Bypass, (near Santoshpur Connector), Kolkata - 700 099 
Ph: 24267400-05 Fax: 24264204 


111A; Rashbehari Avenue, Kolkata ~ 700 029 - 
Ph: 24663318/19/20 Fax: 24634802 


8/3 Alipore Road, Kolkata — 700 027 

Ph: 24567050-59 Fax: 24567045 Website: www. kothari. medical, com 
111A, Rashbehari Avenue, Kolkata ~ 700. 029. : : 
Ph: 24663318/19/20 Fax: 24634802 

7/2 D.K. Road, Kolkata -700 027 

Ph: 2456 7700; 7A5GZE TI Fax: 24391 ste Website: www. emt tinola com 


CN- 5 Sector V, Salt Lake ciy. Kokata 5 00091; 


Ph: 23673312/13/14 - ; 
HB-36/A/1 Sector 3, Salt Lake 
Ph: 2358 0201 /3341628/1632 


-2/5 Sarat Bose Road, ‘Kolkata ~ 7% 020 


Ph; 24748278/6608 k 
Barrackpore 

Ph: 25611729/5933737 
4A Wood Street ‚Kolka 


Ph: 2476 5101/5102/5104 
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NESTS RIT OS ` e a LIT SACLE BELT ( 
N 
j INDIA INTERNATIONAL ) 
( BOAT SHOW ( 
} 26-28 September 2003 Cochin Kerala ) 
( ( 
N 


ABOAFTNG ENTHUSIASTS APLE 


ZNEMER /BE AT\SEAAGAN.. 


Pd 
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‘This is the perfect time | 


Ses 


) to drop anchor in Kerala. 





YF 


If you are a boat and boating 


equipment manufacturer, you will have the best 
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buyers from South Asia to do business with. will also present you with a delightful 
\ 
Y, 
\ On the other hand, if you're opportunity to experience the best of 

7 
\ \ 
) just a boating buff, you'll have the best water God’s Own Country. So, when will you set sail? 
( ( 
) Organised by * 
¥ Exhibitor Profile: Boat Builders, Boat Chandlers, Boat Distributors, 

( Boat Architects & Interior Designers, Boat Brokers & Consultants, Defence Boat 
N Manufacturers, Fishing Products Manufacturers, Manufacturers & Suppliers of ) 
} ke F ra la $ Marine Equipment, Watersports Equipment, Water Safety Products. x 
( Godr Owa Country Register online at www.indiaboatshow.com M 
) www.keralatourism.org ) 
y) 
( KERALA TOURISM MEGA EVENTS x 
N E 
J Mystiques of Malabar Travel Mart Onam Week Celebrations Kerala Gold Festival \ k 
/ 14-16 August 2003 5-10 September 2003 10th Oct. - 9th Nov. 2003 7 = 
www.mystiquesofmalabar.com www.keralagoldfest.com lo 


NIDN PETENS NS FNP a DP e/a Ng OIA IE EE IO ) 
Kerala Tourism Park View Trivandrum 695 033 Phone: 0471-2900064 98462-12333 Fax: 2312708 Email: info@indiaboatshow.com www.indiaboatshow.com 
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Flexibility of a Savings Account. 
Returns of a Fixed Deposit.* 




















Lae cee a 
|| 

e Free ATM Card e Flexible Period of Deposit 1 
e Liquidity of a Savings Account e Quarterly Interest on Savings Account || 
e High Returns of a Fixed Deposit Free Credit Card 1 
este 





Also available other attractive Schemes 





For further details contact your nearest branch or 
“Conditions apply log on to: www.unionbankofindia.com 
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PAST MISTAKES 






like CESC and Ceat 


it can succeed in its 
retail ventures. 


JAGDISH KUMAR, Kolkata 





W The cover story on the Sanjiv 
Goenka-led RPG Enterprises is an in- 
teresting account of how a manufac- 
turing group has been preparing it- 
self to secure an enviable position 
in the organised retail sector. More 
than that, the story traces how a cor- 
porate giant has changed its mindset 
and orientation from manufacturing 
to services. 

The RPG group has seen lots of 





THE MORE, THE MERRIER 


The story on the trouble at Morepen 
Laboratories (‘Morepen Labs: A Dream 
Gone Sour’, BW, 21 July) shows that In- 
dian companies wanting to thrive in to- 
day’s competitive world must not ignore 
the risks involved with expansion and 
so, they must try to diversify their rev- 
enue sources. Excessive dependence on 
a single product, segment or market can 
result in a downward spiral if projections 
don't work out. This is also relevant for IT 
companies, many of which have put all 
their eggs in one basket. One hopes that 
in future Indian companies will take de- 
cisions only after rigorous analysis and 
be robust enough financially to be able 
to withstand a sudden crisis. 

SIDHARTH BALAKRISHNA 

Via email 


CLIPPED WINGS 


China is estimated to have a helicopter 
strength of 5,000 by 2010 whereas at the 
present growth rate, India will reach 
barely 250. There is tremendous growth 
potential for this industry which has 
been acknowledged by the Confedera- 
tion of Indian Industry as well. 

But the rotary wing segment of the 


RPG’S track record in 
managing companies 


raises doubts whether 
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ups and downs in its retailing en- 
deavours and has several ambitious 
plans in store. But then, in the pres- 
ence of retail heavyweights like Pan- 
taloon, Planet M and Subhiksha, 
among others, who are already ruling 
the retail market, RPG’s rollout plans 
will have to be executed strategically 
and innovatively. 

KISHOLOY ROY 

Via email 






civil aviation sector in India has lived in 
the shadow of big brother, fixed wing, 
even though the strength of private heli- 
copters is over 120. This is probably why 
the problems affecting it never get the 
attention they deserve. 

A.N. HANFEE 

The Rotary Wing Society of India 


HERE TO STAY 


This refers to the article ‘On The Way 
Out’ (BW, 28 July). Iwas surprised to read 
about the rumours of MetLife India exit- 
ing India. The decision to divest our 
stake in First India Asset Management 
was taken a long time back and was 
done with a view to focus on our core 
competence, life insurance. It is in keep- 
ing with our business strategy and long- 
term growth plans. MetLife India has 
achieved many milestones and we are 
on track with our business plan. We are 
excited about the future and expect im- 
mense growth to result from our com- 
mitment to the Indian market. 
VENKATESH MYSORE 

Managing director, MetLife India 





| 
| Letters can also be sent to 


editor@bworldmail.com | 
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As the world’s leading provider of business 
application software, we have an enormous 
responsibility to you, our customers. After all, you've 
entrusted your business’s future to our products — 
and our reputation. So we'd like to take a few 
moments to define our commitment to you. It’s not 
exactly an oath. But for us, it’s written in stone. 

Sey Wis 

¿We don’t rush SAP* solutions into the market- 
place. They're engineered for stability and relia- 
bility, then tested and retested. to ensure it. Which 
akes them the perfect choice for mission-critical 






business processes. 

Altogether, we spend more than $1 billion a year 
on research and development. Think of it as an 
investment in your peace of mind. 





We're constantly looking for new ways to help 
you reduce costs and limit your financial risk. 

Here’s one way: our breakthrough open 
technology platform, SAP NetWeaver.” It enables 
you to make use of your existing software 
investments, plus choose any software you want in 


the future — SAP or non-SAP. The result: signifi- 


cantly lower integration costs, as well as lower total 
cost of ownership. 





What does a small pharmaceutical manu- 
facturer have in common with a huge financial 
services company? Frankly, not a lot. Which is why 
we offer customized solutions for 23 different 


industries, as well as solutions scaled specifically for | 


small and midsize businesses. After all, you want 
solutions that fit, not almost fit. 











Even the best software is useless without top- 
notch support. So we'll always stand behind you. In 
fact, 130,000 consultants will be behind you. It's called 
the SAP Customer Services Network. 

They can help you strategically plan for, 
implement, operate, and continually improve 
solutions. Their goal is to maximize your return on 
investment and help you realize your objectives faster 
than ever. 





We've been in business for over 31 years. Today, 
29,000 of our employees are servicing 19,600 
customers in 120 countries. As you can probably 
deduce from those numbers, we're committed to 
being your trusted partner for the long term. 
Evidently, that commitment has not gone 
unnoticed. .As BusinessWeek Online recently 
commented: “In a world where being safe is sexy, 
SAP may be the biggest eye-catcher on the block.” 





Lately, there's been a lot of turmoil in our 
industry. Hopefully, you haven't been affected. 

But if you are, you should know that you have an 
alternative: a company whose main priority is its 
customers’ needs; a company that placés the utmost 
importance on relationships, a company that will be 
here for you. 

If you'd like to talk to that company, call us at 
080 - 5582086 or email info.india@sap.com 


THE BESY-HUN SUSINESSES BUN SAP SARA 


<SQOO3 SAP AG. SAP snd the SAP logo are trademarks and registered trademaras of SAP AG in Germany and several other countries 
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| after the tech slump, almost all 


last year have attained critical mass. Meanwhile, some of 


| ing. The entry barriers are higher nowand it takes bigmo 


| BPO industry stands, Special correspondent Shelley Singh, 


| The second cover story in this issue takes a hard look at the 
| rise in the stockmarket over the last three months. Is the 
| rally for real? For the answer, turn to page 36. 


















HE Indian BPO industry is 
"Titec worth $2.3 billion. 
It is growing at almost 60% 
a year — the.kind of growth the 


Indian IT services industry used 
toclockin the early 1990s. In fact, 


big Indian IT services companies 
have forayed into BPO to main- 
tain their growth rates. Quite a 
few of the promising start-ups of 


the biggest global BPO players have started setting up: 
own operations in India. At the same time, the industry h 
begun to attract a bit of adverse attention — several US law- 
makers have started seeing it as a threat as too many Amer- 
ican jobs are shifting here. We took a hard look at that 
aspect in a recent cover story, ‘Outsourcing Backlash In 
US: How Bad Is It Really?’ (BW, 16 June). And we tackle i 
again this issue in an interview with Tom Tancredo, the US 
senator seeking a ban on H1B visas (See page 12). 


In many ways, you could say that the Indian BPO indu: 
has moved into Stage II of its life. It is no longer a busin 
that you can jump into with just some venture capital fun 


ney to get into the business. The shakeout has also starter 
— the boys are getting separated from the men. Meanwhile, 
the bigger Indian companies are setting up bases in other 
countries, often at the urging of their clients. 


Itis, therefore, time to take stock of exactly where the Indian 


who has been tracking the sector for three years now, pre- 
sents the status report. In this issue, he looks at the winners 
and the losers, the opportunities and the threats, the other 
countries where it makes sense for Indian companies toset | 
up bases, the niche opportunities today and, above all, the | 
direction in which the industry is headed. Senior editor 
(corporate) Rajeev Dubey co-ordinated the package. 





(AVEEK SARKAR} 
CHIEF EDITOR 
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OMKAR GOSWAMI 


CLAUSE AND EFFECT 


N today’s post-Enron, post-WorldCom era, there isa | penalties and disgorgement of CEO and CFO salaries. Sebi’s 
raging international debate on employee stock options 1999 definition — namely, the closing price of the share on 
(ESOPs) essentially on two issues. The first is whether | the date of granting an option —is in line with international 
ESOPs are appropriate instruments for aligning em- | best practices. I can’t understand why this had to be 
ployees with shareholders. An increasing number of | changed and that too with retrospective effect. 
people believe that heavily-loaded ESOP-based compensa- Now consider Clause 22.6, which insists that any com- 
tion packages induced the top management of US corpora- | pany issuing ESOPs must do so through the intermediation 
tions to systematically overstate revenues, understate costs | ofa registered merchant banker. All of us are well aware that 
and create artificially high earnings per share. This droveup | merchant bankers in India are going through rough times 
stock prices and dramatically raised management com- | and are buying fewer Hermes ties and smoking Cohibas 
pensation at the expense of the company’s health. They ar- | sparingly. I feel for them. Butit doesn't mean that the tribe is 
gue that if there has to be any stock-based compensation at | so hard up that Sebi has to help it fill its pockets. More seri- 
all, it is best done through the judicious award of restricted | ously, an ESOP is an internal contract between a company 
stocks, Microsoft’s decision to eliminate stock options and | andits employees. Why shoulda merchant banker have any 
switch to restricted stocks has given afillip to thisargument. | role to play, especially through the regulator's fiat? 








The second aspect of the debate — championed by a And if you agree that an ESOP is indeed such an internal 
person no less than Warren Buffet — is whether ESOPs | contract, then why should the granting of a stock option 
should be expensed. Here, too, a growing body of have to be preceded by issuing of a prospectus? This, 
opinion is in the affirmative. For companies too, is now being demanded by Sebi. 
where ESOPs play a large role in average This brings to me to my final observa- 
employee compensation, the operative tion. To the best of my understanding, an 
a ENCES ENTHUSIASM se ry nea 
doesn't hit like a sledgehammer. ON THE PART OF fied number of shares on or after the 

Personally, I am in favour of re- date of vesting at a pre-specified 
stricted stocks and expensing stock REGULATORS CAN LEAD strike price. It is only after such an 
options, But, this article is not about TO UNINTENDED option is exercised and the shares are 
these two issues. It is about the Secu- bought that an employee also be- 
rities and Exchange Board of India’s DYSFUNCTIONAL comes a shareholder of the company. 
into effect on 20 June, Seb is generally CONSEQUENCES =. maks an employee a shareholder 1f 
known for its sound regulations and work- this is so, then why does Sebi’s new guide- 
able, market-friendly guidelines. So, I was line insist that all disclosures that the com- 
amazed when I saw its new rules. pany makes to its shareholders, including its an- 


Consider two clauses simultaneously, and think of the | nual report, must be made available to anyone who has a 
havoc that these can wreak. First, Clause 2(10) now defines | stock option — irrespective of whether this option has been 
the market price ofa share as the average of two weeks’ high | exercised through the purchase of shares? 
and low prices of the company’s share preceding the date of Why am I highlighting these points? Since the early 
grant ofan option. And second, the so-called ‘retrospective’ | 1990s, I have been a strong advocate of Indian companies 
Clause 23, which states that the new ESOP guidelines will | adopting the highest standards of corporate governance; 
come into force with effect from 19 June 1999. and CII, where I work, has been a leader in this front. Yet, I 

Any firm that has issued ESOPs between June 1999 and | feela sense of discomfort that regulatory bodies such as the 
today based on the earlier Sebi guideline of the market price | Department of Company Affairs and Sebi are going over- 
of a share being the closing price of the stock on the date of | board in championing the cause. Such excess enthusiasm 
granting an option (the strike price), will have to restate its | cannot only lead to form dominating substance but, worse 


results and take a needless charge for the last four years. still, create unintended, dysfunctional consequences. The 
In fact, the matter is far more serious for Indian firms | new Sebi guideline could just be that. 
listed on the NYSE or Nasdaq, which have to report their re- The good thing about today’s Sebi is that it is amenable 





sults according to US-GAAP In such cases, the additional | to change. Hopefully, this article may serve such a purpose. 


charge could be tantamount to the restating of results. And, | 


in the Sarbanes-Oxley world of the US, it couldlead to heavy | ‘The author is chief economist, Confederation of Indian Industry. 
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HERE are two oddities in 
the unified telecom licence 
that the Telecom Regula- 
tory Authority of India 
(Trai) and IT and communi- 
cations minister Arun Shourie are keen 
on pushing through. First, the unified 
licence is, well, hardly unified. It ex- 
cludes pertinent areas like long-dis- 
tance telephony. Second, Trai’s pro- 
posal comes just days before the 
Telecom Disputes Settlement Appel- 
late Tribunal (TDSAT) was to rule on 
whether limited mobility services by 
basic service operators using wireless 
in local loop (WLL) are legal or not. But 
that could be sheer coincidence. 
Tongues are wagging about why 
long-distance calling (both domestic 
and international) was excluded. Fixed 
players, private and public, with large 
investments on the ground, both re- 


HE results of the 
Indian govern- 
ments first buy- 


back of high-cost secu- 
rities from Indian banks 
and financial institu- 
tions surprised few. It 
was a bit of adamp 
squib with market 
players putting up only 
14% of the total vol- 
ume of securities eligi- 
ble. Of the total value 
of Rs 14,434 crore of 


bids received by the Reserve Bank of 
India, the State Bank of India and Life 
Insurance Corporation reportedly bid 
for Rs 5,000 crore and Rs 2,300 crore, 
respectively. The government expects 
to save around Rs 750 crore in interest 
payments annually over the next few 
years — that's a mere drop given its 








UNIFIED TELECOM LICENSING POLICY 


Divided on unified licence 





DEBT BUYBACK 


Whe 


re is the b 





ait? 


Rs 115,000 crore inter- 
est burden. 

That still leaves the 
government with a big 
problem — Rs 470,290 
crore of high interest 
government securities 
(above 10%) are still 
outstanding (only 
Rs 100,438 crore of se- 
curities were eligible 
for the buyback.) Com- 
mercial banks including 
SBI hold about 60% of 


that. SBI and its associates alone hold 
around Rs 117,539 crore — that's 
94% of its securities portfolio. 

The government might test the 
waters again with another buyback 
programme. But given the low inter- 
est rates, banks are unlikely to bite. E 
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cent and past, are the obvious benefi- 
ciaries. Guess their identities yourself. 

The cellular lobby has another, per- 
haps justifiable, grouse. Its demand 
that the government give the go-ahead 
for inter-circle connectivity has not got 
the desired response. If that is allowed, 
all cellular service providers will be able 
to provide nationwide mobile-to-mo- 
bile connectivity at roughly the same 
rate as for a local mobile call. That ben- 
efits consumers, But wagging tongues 
conjecture it could also harm the inter- 
ests of the unidentified players men- 
tioned earlier. It also means the 40 
paise long-distance call offers from 
you-know-who, will lose its USP. 

“What does Trai want? To facilitate 
timely and cheap connectivity to the 
consumer, or to preserve the business 
case of some operators?” ask sources. 

But if Trai thinks it has come up 


REVIVAL PACKAGES 


Funds, 
at last! 


HO would have thought of it? 
Almost written off, Rajeev 
Chandrashekhar has just 


about managed to pull his telecom em- 
pire back from the brink. After a five-year 
stalemate, the BPL group has finally 
reached financial closure for its three- 
state cellular business. Now the Rs 3,248- 
crore business plan is finally cleared. 
The debt component is Rs 1,758 and the 
equity component is Rs 1,489 crore. 

One of the key reasons for the delay 
was commitment from the sponsors. 
The institutions insisted that the equity 
component be raised to the required 
level — from Rs 1,000-crore — before 
any debt could be restructured. Fresh 
equity funds will keep the debt-equity 
ratio at a reasonable level and also show 
commitment on the part of the two 
sponsors, BPL and AT&T Wireless. 

The BPL group has, for long, been 
strapped for funds and AT&T’s commit- 
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with a one-time solution to the telecom 
mess, it is mistaken. The moment it im- 
poses a unified licence regime, be pre- 
pared for the next round of litigations. 

Already, cellular operators are talking 
of a unilateral infringement of their 
rights. That’s because under the New 
Telecom Policy 1999, the government 
had talked of a ‘need and timing’ before 
the fifth mobile operator was allowed. 

Mobile operators, of course, want the 
basic service operators to pay an entry 
fee before entering cellular services un- 
der a unified licence. That may be deter- 
mined by the Rs 1,633 crore paid for the 
nationwide fourth cellular licence. That 
is not difficult to settle. The real issue is 
negotiating a migration path. Cellular 
players want the government to com- 
pensate them for loss in terminal value 
of property once unified licensing hap- 
pens. If that’s not resolved, add unified 
licence to telecom’s long litany of woes. 

Footnote: The unified licence initia- 
tive has seen its first delay already. Trai 
has extended the last date for getting 
comments on the consultation paper 
from 7 August to 30 August. 

ANUP JAYARAM 


ment to the country has been wavering. 
Sources indicate that since BPL became 
apart of the AT&T empire only by default 
(when AT&T acquired US West, BPL's 
original partner, globally,) it has always 
been more committed to Idea Cellular 
(its other cellular venture with the Tatas) 
and less concerned about BPLs fi- 
nancial problems. 

But now, AT&T seems to have 
been coaxed into changing its 
mind. Between them both spon- 
sors have pitched in with an- 
other Rs 500 crore. 

What does this 
mean for BPL? For 
one, the closure will 
substantially lower 
the cost of capital 
from the current 
22% . However, the 
higher debt sanc- 
tioned by the insti- 
tutions will not 
translate into real 
cash inflows. That’s 
because the financial 
institutions, mainly 
ICICI, have taken 
the interest due to 
them (BPL Cellu- 
lar has been a de- 












HPCL DISINVESTMENT 


Two steps back 


HE proposal to insert a golden | 
| share clause in the draft share- | 
holder’s agreement of HPCLs | 
strategic sale could harm the govern- | 
ment. Because it is bound to beat | 
down valuations. Even a 
10% fall means a notional 
reduction of Rs 500 crore 
from expected disinvest- 
ment proceeds. Some say, 
the government is playing 
an opening gambit to im- 
prove its prospects. But, it 
could even deter investors 
— a fact that should please 
disinvestment-unfriendly 
petroleum minister Ram Naik. | 
The golden share proposal is sur- | 
prising as, earlier, the government | 
tried to sweeten the deal by inserting a | 
call and put option. At the end ofa | 
specified period, it could ‘put’ its stake | 
for sale to a strategic buyer, or the latter | 


faulter for a while now) and restructured 
itinto debt. 

But money is what BPL needs and 
fast. The company has been slipping 
badly on the subscriber numbers over 
the past year because of lack of funds. Its 
numbers are less than half those of Idea 

Cellular in Maharashtra and BSNL in 
Tamil Nadu, the respective leaders 
in these states. 

But two key questions re- 
main. How much of a differ- 
ence will this fund infusion _ 

make to the company’s | 
overall competi- 
tiveness? Ana- 
lysts figure not 
that much. In- 
dia is geared to 
be a three-player 
wireless market 
and, clearly, with its 
limited footprint, BPL 
will find it increas- 


ingly difficult to com- 
pete. 
Secondly, where 


did the cash-strapped 
company get the funds 
from? We don't have the 
answers yet. x 

RADHIKA DHAWAN 


P. 













could buy it. “We don’t want private in- 
vestors to see the governmentas an ‘ir- 
ritant in perpetuity’. That’s why the de- 
cision to insert a ‘call and put’ option,” 
says a source. Also, the sale would get 
better valuations. 

The government owns 
51% equity in HPCL. It 
plans to sell 31% to a strate- 
gic investor, offer 5% to em- 
ployees and retain 15%. 
The retained stake will en- 
sure that it has 1-2 nomi- 
nees on the board. But the 
golden share will give it 
veto power even after the 
call and put option is exercised on the 
strength of owning a single share. 

Ifinserted in the final agreement, a 
source says, “it could even affect the 
decision of the bidder to go in for the 
deal at all.” s 

ANJULI BHARGAVA 


DINESH KRISHNAN 





ESSAR OIL 


A new lease 
of life 


HE decks have been cleared for Es- 
sar Oil's much delayed 12-million 
tonne refinery at Vadinar, Gujarat. 
Last week, lenders closed a cor- 
porate debt restructuring pro- 
gramme, which will bring 
down interest interest rate 
from 17-19% to about 11- 
12%. The lenders have also 
agreed to a 2-year morato- 
rium on repayment, effectively 
increasing the repayment period to 14 
years. ICICI has reappraised the 
Rs 9,863-crore project based on cost 
evaluation by German (Thyssen group) 
firm Uhde and technical evaluation by 
UK-based KBC Process Technologies. 
With work restarting on 15 September, 
the Ruias expect to commission the re- 
finery by Q2 2005. E 
RANJU SARKAR 





TOM TANCREDO 


‘Workers are not 


commodities ’ 


Senator, Republi- 
can Tom Tancredo, 
placed a Bill (HR 
2688) in the US 
House of Represen- 
tatives, seeking a total ban on H1B visas. 
Itsa Bill that could affect the huge Indian 
workforce in the US. BW’s Shelley Singh 
spoke with Tancredo in an exclusive tele- 
phonic interview. Excerpts. 





E What prompted the Bill seeking 
the abolition of H1B visas? 

The realisation that this category 
of visas is harmful to the interests 
of the American people prompted 
the Bill. There are tonnes and 
tonnes of representations from my 
people on this issue. Every day I 
hear of someone losing a job to an 
immigrant who was prepared to 
work at lower wages. The Bill seeks 
to check this irrational move- 
ment. Quite a few of my Congress- 
men share my opinion. 


W Are there any Indian companies 
that have misused the provisions 
of the H1B visa? If yes, how have 
they violated the norms? 

Ido not have names of specific In- 
dian companies. But I know that 
Sun Microsystems and Intel have 
abused provisions of H1 visas. In- 
dian companies have engaged in 
rampant body-shopping in the 
past and continue to do so. 


W Will you also seek curbs or 

abolish L1 visas that allow inter- 
company transfer of employees? 

Yes, I will. Already my colleague DeLarou 
has introduced a Bill. I am looking at 
that. We will change the entire process of 
visas. It won't happen in a hurry, but you 
have to set a goalpost. It will not happen 
this year, but we have made a start. 


W How do you propose to tackle visa 
issues? Is termination the best way? 
Ifsomeone can prove that there is a gen- 


LAST fortnight, US | 


uine need for it, we will look into that. We 
are not running a guest worker pro- 
gramme here. With the present unem- 
ployment rising to nearly 7%, there is ac- 
tually no need for immigrant labour. It 
has a depressing effect on the workers, 
particularly those earning low wages. 


E In your address to the House the 
other day, you mentioned that there are 
powerful lobbies against the Bill. Are 





they powerful enough to stop it? 
The hi-tech industry is very pro-immi- 
gration. There are hundreds of large and 


small companies that want the visas to | 


continue. There are immigration law- 
yers, advocates of companies, all work- 


ing for immigration. As a result 800,000 


to 1 million people have already over- 
stayed in the US over the last 4-5 years. 


They came here on H1B visas, orevenas | 
students and thereafter misused visa 


provisions to stay on. They were helped 


Ah 







by the lobbies here 
who want to replace 
American workers with cheap 
immigrant labour. 


W Many multinationals have a presence 
in India — will you seek a curb on 
offshoring work also? 

That’s up to the companies — what they 
do is their business. But we have to un- 
derstand that we are importing cheap 
workers and exporting work. This 
is a really strange situation. Cana 
country allow that? Together, both 
impact employment for Ameri- 
cans in the US. This has to stop. 


E if unemployment falls, will you 
reconsider your stand? 

If someone can make an indis- 
putable case that he cannot find a 
person in America for doing his 
job, then this can be looked at. 


@ Is your constituency (Colorado) 
impacted by the H1B visas? 

Yes, it is. Many people are out of 
work not only in my constituency, 
but even where I live. They blame 
cheap immigrants for their plight. 


@ How can you curb movement of 
workers? This will violate WTO 
norms on free worker movement. 
Workers are not commodities or 
services that can be moved from 
one place to another as and when 
anyone likes. We have to ask whe- 
ther the US has embarked upon a 
cheap labour import agenda. If 
that is so, we have to tell people that they 
are losing jobs because of that and they 
should be prepared to work at low wages 
to match that. We also have to tell our 
people that their standard of living will 
be reduced. If they make that case, so be 
it. I want a national debate on this. 


@ When are you visiting India? 

I have never been there before. I am 
planning on doing that, maybe this 
year.... I cannot elaborate. E 





Why Businessworld 
now makes even n 
Business sense. 


















































by NIRANJAN RAJADHYAKSHA 


OTHING seems to be going 
right for the US in Iraq: no 


| WMDs (weapons of mass 


destruction, for the uninitiated) 
have been found, nobody knows 
what happened to Saddam Hussain 
and snipers are killing one Ame- 
rican soldier a day. What's more, oil 
prices have not fallen after Iraq was 
captured. They are still around $30 
a barrel, not far from where they 
were before the invasion. 

WTRG Economics, a global 
research group specialising in 
energy economics, has recently 
published a study on the energy 
security of the Organisation for 
Economic Co-operation and 
Development (OECD) countries 
based on four parameters: how 
much of the petroleum 
consumption of a country is 
accounted for by imports, the 
number of days that stocks cover 
imports, the number of days they 
cover consumption, and. how much 
of total energy consumption is 


_ accounted for by petroleum. 


The conclusions are extremely 
worrisome. The dependency on 
imports has climbed in the US and 
stagnated in other OECD countries. 
The number of days that stocks 
cover imports have fallen to levels 
seen during the energy crises of 
1973 and 1979. “All measures point 
to the fact that OECD dependency 
and vulnerability (to an energy 
crisis) are very high,” say the 
report's authors. “When oil prices 
increase, they increase world-wide, 
and everyone is affected.” 

Perhaps our policy 
establishment should be worried. 


@ 


l NDIAN companies, on the other 
hand, need not break into cold 
sweat at the thought of higher fuel 
prices. Crisil Economic Research 
Centre has studied the financial 
results of 1,200 companies and 
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| is this low exposure to an energy 


| falling over each other to invest in 


tried to gauge the impact of an 
energy price shock on their bottom- 
lines. It’s not much. A rise in energy 
prices will directly impact a comp- 
any in two ways: a jump in its fuel 
costs and a rise in freight rates. The 
Crisil economists say that a 10% 
rise in fuel prices will cut margins 
by 0.45%. A 10% rise in freight 
rates will bring margins down by 
0.26%. Of course, not all companies 
are equally “energy-intensive”. But 
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shock a result of the rise of the 
services economy in India? 


HE World Bank has rung the 
alarm bells again. In its latest 
report on the Indian economy, it 
has warned that a fiscal crisis is 
looming (See Just Not Able To Cut 
The Flab’). But IMF chief economist 
Kenneth Rogoff, when he was here 
in mid-July, seemed more sanguine 
about the stability of the economy. 
This disagreement should quell the 
fears of those who worry silly 
about the evil Fund-Bank parivar. i 
® ; 
CONOMIST.COM quotes a study 
by The International Bank Credit 
Analyst that shows that emerging- 
market equities are trading at 10 
times next year’s profits. This is a 
40% discount to their 10-year 
average and a 50% discount to the 
average price-earnings ratio 
globally. Any wonder that Fils are 


rarest SSSA 


these markets? 
@ 


HE spate of learned books and 
research articles on market 
bubbles itself resembles a bubble. 

But one of the first books on the 
subject — Manias, Panics And 
Crashes — is still the best one. Its 
author, Charles Kindleberger, died 
on 7 July. 


toons estate eee tsetse kee 


i 





MP, 











4 


HE finance ministry is 

well aware that India’s fis- 

cal deficit position and 

debt-to-GDP ratio is 

unsustainable. It said as 
much in its Economic Survey earlier 
this year. Yet, last week, when the 
World Bank said much the same 
thing in its development policy re~ 
view on India, the mandarins in the 
ministry rose to defend India’s eco- 
nomic position. 

Aclose look at the document and 
you'll wonder whether the finance 
ministry reacted so strongly because 
| ofthe report’s scathing criticism on 
one of the biggest failures of the 
| NDA-led coalition government: civil 
| service reform. Despite several pro- 
mises, things have worsened on this 
| front. Around 93% of the civil service 
in both the Centre and the states 
|- comprise of Class 3 and 4 workers. 
| While the number of Cabinet minis- 
ters in OECD (Organisation for Eco- 
nomic Co-operation and Develop- 
ment) nations has come down in 
recent years to 14 on an average, the 
| Indian government has 31 Cabinet 
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ICFAI VS AIMR 


Degree war 


CFAI University (formerly ICFAI Busi- 
[s School) has an existential prob- 

lem. It hás been offering the Char- 
tered Financial Analyst (CFA) course 
here for 20 years. But the Association for 
Investment Management and. Research 
(AIMR), US, which has been offering its 
CFA programme for 40 years, says ICFAI 
is violating its CFA trademark. 

After negotiations broke down, the 
issue went to the courts six years ago. US 
courts barred ICFAI from using the CFA 
trademark in the US and Canada in 
1998, but ICFAl sought an order from the 
Hyderabad District Court praying that 





GOVERNMENT OF INDIA 


Just not able to cut the flab 





ministers and 45 ministers of state. 

Most states have 35-40 Cabinet depart- 
ments, with Uttar Pradesh boasting of | 
as many as 70. Predictably, the cost of 
maintaining the mammoth workforce 
is piling up. Over the 1990s, the Central 


government's wage bill has risen by an | 


average nominal rate of 14.3% per year. 

Not only are there too many work- 
ers, in certain cases, they are also paid 
more than their private sector peers. 


The premiums, according to the Bank | 
study, range from 27% for engineering | 


technicians to 145% for low-end ser- 


the US order should not bind it here. Tri- 
als haven't begun and no interim orders 
were passed. AIMR asked the Delhi High 
Court to stop ICFAI from using its trade- 
mark. Hearings have been on for six mo- 
nths. “We are at the beginning stage of a 
resolution,” says AIMR vice-president 
and associate general counsel Sharon 
Glover. It filed trademark applications in 
India and opposed those of ICFAI. 

Last week, AIMR issued advertise- 
ments claiming ownership of the CFA 
charter. This will confuse ICFAI’s 2,000 
CFAs (there are 50 AIMR CFAs). Also, 
1,000 students here have joined AIMR’s 
course — leaving recruiters in a tizzy. IC- 
FAI Business School dean Wing Com- 
mander (retd.) Rajgopalan disagrees: 
“When they enrol, students are told that 
our CFA course has nothing to do with 
any other course. Recruiters recognise 
the value of our students.” After becom- 
ing a university (2002), ICFAI started of- 
fering the course as an MS (Finance) 
leading to a CFA charter. That doesn’t cut 
any ice with AIMR. It frequently receives 
requests from US employers checking 
the status of individuals claiming to be 
CFAs. If these ICFAI graduates wrongly 
use the designation in the US and 
Canada, it takes action. & 

ASHISH AGGARWAL 


Illustrations: NIRMAL SHARMA 








| vice workers. For 

| teachers, it is around 
100%. The report ques- 
tions the role and even the 

existence of Pay Commissions. 

The states are in a worse position | 
with the wage bill going up by almost | 
1% of the state GDP between 
1996-97 and 1998-99. To support 
its conclusions, examples are 
provided. Take the southern 
state that computerised its 
stamps and registration fu- 
nctions resulting in faster 








service. It was estimated that 48% of the 
staff of 3,200 employees became redun- 
dant, yet were kept on the state payroll 
at a cost of over $3 million a year. 

Existing staff isn’t used productively | 
either. Take Uttar Pradesh’s Public Wo- 
rks Department. It has a staff of 77,000 
including 9,000-odd technical, 12,000- 
odd administrative staff and 56,000 
gang labourers. With 51 labourers for 
every 100 km of road, UP’s PWD has 
one of the highest manual staffing ra- 
tios in India. And their wages are three 
times higher than the market wage. 

In effect, the Bank is saying that you 
have too much staff, which 
9 is overpaid and in many 
cases, underworked. This 
won't be music to the 

ears of any government 
and bureaucrat. & 
ANJULI BHARGAVA 








TIMEX INDIA 


A time to BPO? 


HAT does a loss-making watch company do when growth is hard to 

come by? If you are the Rs 76-crore Timex India, you get into BPO. It's 

not simply relocating its international parent's back-end work to India, 
either. As Timex’ sales and marketing head V.D. Wadhwa says: “We will also try 
for other clients.” Timex is yet to decide the client profile and the industries it 
wants to service. Right now, it is just trying to get all the legal clearances. 

Why does it want to diversify? One, BPO means big money. Also, Timex last 
made profits in India in 1997. Under India head Kapil Kapoor, losses reduced, but 
Timex isn't out of the woods yet. Despite a plant capacity of 3 million watches, 
last year Timex sold only 1.2 
million-1.3 million watches. An 
ex-employee says: “Overheads 
are so high that the plant is not 
viable.” Enter, BPO. Till now, 
Timex’s attempts to lower ove- 
theads made sense: it began 
using its plant only for assem- 
bly. It decided to bring in the 
watch lines of FCUK and Ree- 
bok. This time, that strategic 
thinking seems less obvious. B 

M. RAJSHEKHAR 
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Q. What is your vision for Kumar 
Builders and Pune? 

A. 56 years in the business, 12,000 
tisfied customers, over 8 million 
ft. of built-up space and above 
the consumer confidence and 
men This is what Kumar Builders 












eans to Pune. My vision is to see 
ne as the premium Information 
echnology (IT) destination in 
uth-east Asia way above Banga- 
ore & Hydrabad. Pune has all the 
advantages required to be at the 
top. Two and a half hour driving 
distance from India’s business 
capital, a center for high end W 















tate. 
touches people’sylij 
| fhis aspect of m 
deal. I want my 
to all segments o iety from the 
most affluent to > weakest of 
‘sections. And I am passionate 
about one of m ects that in- 
volve rehabilita one of 
Pune’s largest slu i 
are creating alt 
= for these slum dwellers within a 
= township spread covering close to 
85 acres of land, 400,000 sq. metres 
~ of built-up area including residen- 
tial, commercial, entertainment 
plazas, and over 10 hectares of 
garden space. A pioneering project 
that blends housing, infrastructure 
and environment all in the same 
space. 
Q. Being a first generation entrepre- 
| =~ neur there would have been innumer- 
ous challenges faced by your founder 


Real bie ae Ho 


sing 
s and I value 
iness a great 
ness to cater 













Mr. KH. Oswal at that point of time, — 


what was it that has enabled Kumar 
Builders to emerge as a leader today? 


believed in delivering quality prod- 
uct and quality service - the two 


A. The key word is ‘TRUST’. He- 


Cumar a Chairman & MD, Kumar Builders, which is one of the few ISO 9001: 2000 Re 
Pune, stand heads and shoulders above the rest in the business. A man of simple lifestyle, 
tse of commitment to Pune and it people, he is a rare combination of business acumen and eti ical s 
o one word that means volumes for him is ‘Trust’. As he says, “Buying a akawe is an investment of a li 
Es nd involves the interest of the entire family. I sell that trust not just a l 
Jain, CMD, shares some of his thoughts and vision for the people of Pune. 


ingredients that have a direct me 








ing on winning the confidence and 
trustof a consumer. It is this virtue 


that has led us to the leadership 5 


position in the business and will 
continue to do so in the future. 


Q. Quality today has become an in- 
tegral part of every offering in the — 


market, how do you incorporate this 
aspect in your business? 

A. We have very strict quality con- 
trol procedures at every level of 


operation beginning with procure-_ 


ment of raw materials to the final 


ganization draw our inspiration ~ 


directly towards building this trust. 
We are one of the few building com- 
panies in Pune to receive the ISC 
9001:2000 certification. 

Q. You have been awarded the Det 
Norske Veritas Quality System Cer- 
tificate (DNV) can you please elabo- 
rate the specifics of the same? 

A. Det Norske Veritas (DNV) is the 
auditing body recognized by ISO 
Geneva to issue ISO certification. 
Q. Techno parks are the latest of- 


_ ferings in the industry today, which 


similar projects are on the agenda 
of Kumar Builders? 

A. Kumar has been in the forefront 
of the evolution of this trend in 
Pune. We will shortly be launching 
several project including a state of 
the art technology park not seen 
in Pune before. Watch out for the 
announcement. 

Q. Does the company intend to ex- 


pand to other metros? 
A. There is so much we have togive — 
to Pune that we have not had the- -ing 
` time to COREY this opportuni 
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elivery to the customer. We as an — 


ę our key word ‘Trust’. Quality , 
of the product, quality of design 
and infrastructure as well as qual- 
ity of commitment to our existing 
and potential customer contribute 






iew Mr. Lalit 1 







in full earnest. We have all the cre- 
dentials to take on other metros and — 
we will do so in time. Pune will how- — 
ever always remain our priority. 
Q. Does your company plan to tar- — 
get the overseas market? 
A. There is large and growing NRI 
population which has a linkage witha) 
Pune. Several of them are already 
our customers. Our world stan- 
dards and our commitment to qual- 
ity has brought them to us. There — 
is already a demand for our prop- | 
erties in the overseas market. We 
are watching this development 
with interest. 
Q. What kind of trends do you see 
in residential property market in 
your projects? Taking these trends | 
into account what are the steps taken — 
by Kumar Builders to provide cus- 
_ tomized solutions? a 
A. Generally speaking the require- : 
ment is more for the 2/3 bedroom 
accommodation. We play with 
innovations in esign and ambi- 
ance for each location. We test 
market some of the concept and 
make changes based on these find- 
) | results of Ae a 
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An Intelligent Technology Park. Only in Pune. 








BROADBAND OPTICAL FIBRE NETWORK, VIDEO CONFERENCING, 100% GENERATOR BACK UP, HIGH-SPEED ELEVATORS, AMPLE PARKING SPACE 


Cerebrum is the largest part of the brain, responsible for 
memory, judgement, reason, processing sensory data and 


initiating wilful motor processes. 


The Cerebrum is a property that empowers your business. 
With provisions for Broadband Optical Fibre Network and 
Video Conferencing facilities for Data Transfer, The 
Cerebrum keeps you networked to the world. Giving your 
business an advantageous edge and command over the 


global market. 


Cerebrum is composed of two he muspheres, which feature a 
number of folds that are connected in the medulla. 


The Cerebrum is a business enterprise spread over 
six office blocks, of five floors each offering 20,000 sq. fi. to 
600,000 sq. fi. floor space, with an option to customise 
according to your needs. Unlimited Data Connectivity, 
Uninterrupted Power Supply and Security Systems add to 


your comfort level. 


j, 


j l } 
Cerebrum ts descr uptive ided inte four sections named 


after the cranial bones, which they are nearest 


The Cerebrum is situated in Kalyani Nagar, Pune and is 
well connected to prime business locations. Proximity to 
business aides like Airport and Star Hotels are a luxury only 
The Cerebrum can provide. Just across the road is the 
The Connoisseurs Club, where you can enjoy facilities like 
gymnasium, swimming pool, lawn tennis and squash. 
The prestigious residential complex Kumar City, in the 
adjoining area is an added bonus. 


With about a trillion neurons, the human bn is the most 


f 


complex nechanisms know? 1 us many functions continue 


to be both, a source of amazement and a focus of research. 


The Cerebrum is a well planned, executed to perfection 
creation, from the house of Kumar Builders. A simplified 
business opportunity, The Cerebrum is a source of great 
celebration for businesses ranging from IT, ITeS, ¢ orporate, 


Biotechnology, Insurance, Service and Banking sectors. 


Connect to The Cerebrum at 020- 31029179 or sales@kumarbuilders.com 


te in 
We bi trust 


@ Kumar Builders” 
BRR S300 on 


www.kumarbuilders.com 


Head Office: Kumar Capital, 2nd floor 










Nagindas Master f 
Phone; 022 - 
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VENTURE CAPITAL 


Citi gives up the ghosts 


Citigroup’s venture capital arm cleans up its portfolio 


Ajay Relan, India head, 
Citigroup Venture Capital 
International 


$ 


f ay 





HEN the going gets 
tough, the tough start | 
selling. Citigroup Pri- 


vate Equity, now 

called Citigroup Ven- 
ture Capital (CVC) International, and 
one of the most active early-stage in- 
vestors in India, has cleaned up its port- 
folio. It had almost 35 investments in In- 
dia of which it has exited 15. The total 
value of the exits is estimated to be $35 
million. A loss of $10 million, market an- 
alysts believe, is a small price for Citi to 
pay in order to get on with its new focus 
on late-stage investments. This year, all 
the three large deals that have happened 





because of limited 
management time 
available with the 
team. In all these 
months, except for 
three people in the 
investment team, 
the rest have been 
working only on the 
selling exercise. This 
exercise was not lim- 
ited to India. 
Asimilar exercise 
is being done with 


portfolio in other 
emerging markets as 
well. “We now want 
to focus on large opportunities. A $1- 
million investment could appreciate to 
$5 million in three years. But that’s not as 
exciting as a $15-million investment 
doubling,” says Ajay Relan, India head, 
CVC International. Though smaller in- 
vestments have the potential to yield 
better internal rate of returns, the ab- 


solute appreciation in value is seldom | 






CITIGROUP 


REJIGS ITS Dishnet DSL, Tenet 


Citi’s private equity | 





HAT IT HAS SOLD 


smallerinvestments | big. “A Re 1 increase in the i-flex stock 


(Citibank has a 43% stake in it) means a 
$0.5-million appreciation for us. Those 
are the kind of investments we are keen 
on,” he adds. 

For CVC, the exercise has been an 
eye-opening one. While investing the 
money was difficult, selling the stakes 
has been even more difficult. The ap- 
petite for early-stage investments has 
gone down all around. 

There are at least two problems that 


| Citi faced while exiting investments in 


smaller companies. First, most invest- 
ments were made at a time when the ini- 
tial public offering market for small 
companies was vibrant. Now, the poor 
state of the primary market has re- 
stricted exit options. Second, the merger 
and acquisition activity in the IT sector 
hasn't been up to expected levels. That 
has shut off another exit possibility. That 
explains the $10-million loss. 

Some of the other moves that Citi 
had planned — like a merger of DCM 
and Sasken because both companies 
were in the area of VLSI design — failed. 
And Sasken, which was at one point of 
time the shining light in the CVC portfo- 

lio, did not perform to expecta- 
tions. ICleo was a lost case ever 
since the dotcom crash. Then, 
companies like Virgo Engineers 
and Kshema are considered good 
investments by the industry, but 


Technologies, Sasken, 
a M, Kshema, RelQ, 


“are too small” in the current 
scheme of things. That means, CVC 
would have had to wait a long while 


have Citi as one of the key investors. 
Among the companies that Citi has 
exited are Dishnet DSL, Tenet Technolo- 


$I 15- 
MILLION VC 






gies, Sasken, DCM, Kshema, RelQ, Virgo 
Engineers and iCleo. All these sales have 
taken place over the last 12 months. 
CVC International has been thinking 
about exiting small investments ever 
since the private equity operations were 
realigned and the effective control and 
the decision-making process, which 
used to be in India, shifted to the London 
office. Even globally, Citi’s investment 
approach changed. The change in Citi’s 
investment strategy was kicked off after 
Deepak Rastogi took over as executive 
vice-president (emerging markets), Citi- 
group in the US. To move into late-stage 
larger deals, CVC had to jettison the 













< iCleo 

WHAT IT HAS 
BOUGHT 

UTI Bank, 

Jindal Steel, Lupin 
WHAT IT HOLDS 


Polaris, i-flex, 
Progeon, Daksh 


PORTFOLIO | 
ININDIA 


Virgo Engineers and 


ARPIT SHARMA 


before it earns the rewards from its 
investments in these companies. 
Now that Citi has exited from 
small companies, the entire team is 
preparing to focus on the large-sized 
deals. This year, Citi is already in the 
process of clinching three large deals: 
UTI Bank ($8 million), Jindal Steel ($10 
million), and Lupin ($25 million-26 mil- 
lion). Expect at least half-a-dozen large 
investments over the next 12-18 months. 
That could well take Citi's Indian invest- 
ment past the $200-million mark and 
make it one of four biggest private equity 
investors in country. 
SHISHIR PRASAD & M. ANAND 
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And join the largest conclave 


on IT applied - Infocom 2003. 





to arrive at a strategy that harnesses the power 


of IT for business excellence. 





In essence, the sessions will demonstrate how Conference & Exhibition 





IT can completely change old ways of doing business. November 16-19, 2003 
The best minds in the happening Indian IT scene will Conference: The Oberoi, Kolkata 
be present, the question is will you? Exhibition: Maidan, Kolkata 


For information on participation and sponsorship contact us at infocom2003@bworldmail.com 
































Day | 
|. CEO's Conclave 
* Industry leadership talk 
* Economics of outsourcing 
2. IT services: Global customer landscape and 
imperatives for Indian vendors 
3. Chief Ministers’ Round Table 
4. Infocom 2003 Power Panel: IT Leadership 
Challenges and Best Practices 


Day II 

|. ITES-BPO: Global landscape and strategies 
for success 

2. ITES-BPO: Opportunities in the 
domestic market 

3. ITES-BPO: Scaling up a BPO venture 

4. E-Governance Panel: Politics and Policies, 
shaping 21st Century Government 

5. Looking Ahead 


Day Ill 

Technology Forum 

+ E-Business Transformation: Reaching 
Business Partners 

* Information Security: New Reality Check 

* Open Source vs. Proprietary Software 

* Broadband 

e Mobile computing 








AFTER eight years, the 
world’s largest automaker 
manages to sell 1,000 cars a 
month in India. But General 
Motors (GM) recently un- 
veiled the Chevrolet, to tar- 
get volumes with value-for- 
money pricing. BW’s Ranju 
Sarkar met GM India’s CEO 
Aditya Vij. Excerpts. 


E On Chevrolet: 

It is the largest brand for GM 
though it is largely sold in 
North America and Latin 
America. Since we wanted to 
getinto a higher volume seg- 
ment, we decided to intro- 
duce a brand that offers bet- 
ter value for money. 


E On GM’s volume strategy 
From being a niche player, 
we have now decided to be 
‘a’ player in the market. Ob- 
viously, you need higher vol- 
umes. So, our platforms will address a 
large chunk of every segment where we 
compete and have mass appeal. 


E On GM’s earlier strategy 

Nothing went wrong. When GM decided 
to enter India, the industry was still li- 
censed. We were in a joint venture, 
where you have to take the partner 
along. We realised that this is going to be 
alot more capital intensive than antici- 
pated and decided to enter on our own 





GENERAL MOTORS 


‘We do not rule 


out CVs’ 





in 1999.... We came with a European- 
sourced product, But we found that peo- 
ple wanted better value for money. 


@ 0n GM’s challenges when he took over 
We were at the crossroads: should we ex- 
pand rapidly or should we remain a pre- 
mium player? The best thing to do was to 


expand volumes, which takes care of the | 
marketshare as well as profitability. But | 


the C segment had its limitations. So, we 
did a need segmentation study in 2001, 


\ 


went to our shopping mall 
(as we refer to GM inter- 
nally), and found the most 
suitable models, which were 
need based and not segmen- 
tation based. We have just 
launched the Chevrolet Op- 
tra in the first phase. 


@ On plans to get into com- 
mercial vehicles 

We do not rule out entering 
the commercial vehicles 
(CV) business. Like in cars, 
you are going to see a revolu- 
tion in CVs. Clearly, you have 
to have products, which de- 
liver better value, are less 
costly to maintain but have 
higher upfront cost. The 
market has to mature to take 
slightly more expensive 
products. We are certainly 
looking at a few platforms, 
but haven't decided on a 
model yet. 


E On the need to localise 
We are working on localised engine and 
transmission for future programmes. We 


| have realised that if you want to sell in 


the volumes segment, you need to be a 
lot more localised. So we are working on 
that. We have never stamped skins in the 
past, which we will do now. We have en- 
hanced the capacities of our paint shop, 
body shop and extended our final as- 
sembly line. a 








In Line With The World? 





the Marketing Whitebook 


AS India becomes a more prosperous 
country, the structure of household bud- 
gets will drastically change. Food and 
other essentials will drop in significance. 
Newer goods and services will take up 
more of our money. Are consumer com- 
panies ready for these changes? 

Here, we show you how consumer 
preferences may change in the years 
ahead. We compare the structure of pri- 
vate consumption expenditure in India 
with that in Thailand (which is a middle- 
income country) and Singapore (which 
is arich country). 


Presenting the first in a series of excerpts from 


HOUSEHOLD BUDGETS (%) 


INDIA ___ THAILAND SINGAPORE 





Food and beverages GASE 37.85 TAS 
Clothing and other 

personal effects $1 13.10 ahr 

Rent and utilities 11.5 9.63 15.58 


Furniture and 
household equipment 





Transport and 
communication 1? 13.03 21-09 
Recreation and 3.6 1456 14.36 
education 








The Indian data is for 2001-02, Thai data for 1998 and Singapore data for 200! 
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ONLINE LOTTERIES 





RANJU SARKAR 





IX months ago Vikas Saraf 
thought he had a winning num- 
ber. Online lotteries were hot 
and he had just been asked to 
head Essar’s foray into the busi- 
ness. Subhash Chandra’s Playwin, with 
a Rs 670-crore turnover, had achieved 
cash break-even in its first year of opera- 
tions. Like Essar, sensing the opportu- 
nity, anumber of others like Videocon, 
Apollo Tyres, Shapoorji Pallonji and 
Modi Enterprises jumped into the fray. 
Today, however, Saraf reluctantly ad- 
mits that the going wasn't as good as he 
had expected it to be. Most of the rest 
agree, though strictly off the record. Es- 
sar’s online lottery was launched two 
months ago in the three states. Saraf says 
dealers are unwilling to sign up. When 
they do, they are not willing to pay the Rs 
1,5 lakh-2 lakh deposit for the terminal. 
Since Playwin was launched in 2001, 
deposit amounts have halved. But 
still Essar has managed to sign up 
only 1,500 dealers. 
Modi Enterprises CEO Shree- 
kant Gupte is facing the same 
problem. Sources say they have 
deferred their launch thrice so far. 
Anirudh V. Dhoot, who is heading 
the Videocon group's foray into 
online lotteries, says he has started 
a scheme under which dealers pay 
the deposits in instalments. The re- 
luctance is partly because with so many 
new entrants desperate to sign them up, 
the dealers are waiting for the best deals. 
But that’s only part of the story. First 
mover Playwin had collected up to Rs 3.5 
lakh as deposit for every dealership, ag- 
gregating about Rs 10,500 crore. That, 
some say, alldwed founder Subhash 
Chandra to recover his entire expansion 
outlay and more. The market took off. 


FORTUNE 
Vikas Saraf 


PROMOTER: Essar 
(joint venture with CAIRS) 


LICENCE: Nagaland 


STATUS: With 1,500 terminals in 
Nagaland, West Bengal and Kerala. 
Testing in Karnataka 


USP: Terminals enable offline sales 
(can store and forward data at 
the end of the day) 


HURDLES: Complex ga 
Facing problems in 
sprees dealers — 





THE GREAT 


Sources say, however, that just about half 
the dealers did well, notching up daily 
turnovers of Rs 5,000-6,000 or more that 
they had been lured by. They were 
mainly those in lower middle income 
neighbourhoods or already had pa- 
per lottery businesses. 

As for dealers who signed up 
with Modi Enterprises, the lottery is 
yet to be launched. Says Usman 
Fayaz, CEO, Best and Company 
(Martin Lottery Agency), one of the 


v1 
Anirudh V. Dhoot 


PROMOTER: Videocon group 
LICENCES: Meghalaya, 
Arunachal Pradesh 
STATUS: Appointing retailers 
and distributors, plans to launch in 
September in Maharashtra, Kerala, 

Karnataka and West Bengal 


USP: Plans to offer high prize 
money payouts 
HURDLES: Funding. Finding 
it difficult to appoint 
retailers 











PLAYWIN 
Subhash Chandra 
PROMOTER: Zee group = 
LICENCES: Sikkim, Karnataka, Mizoram ’ 
STATUS: With 5,000 terminals, ithasa — 
presence in all lottery-playing states. W 
two daily and two weekly games, itis the © 
biggest player <A ape 2) 
USPs: Enjoys head start over others, 
Achieved cash break-even in year one a 
HURDLES: Overcommitted _ 
(in licence fees) to states. 
Embroiledin 
court cases g 





















SUNSHINE 
Shreekant Gupte 


Modi Enterprises 
Manipur 


First to spot the opportunity, 
but launch deferred several times. Plans 
to enter in mid-August in Kerala, West 
Bengal, Karnataka and Maharashtra 


Can leverage the network and 
of relationships of group company 
Godfrey Philips 


Delays in 
launch have hurt its 
credibility 































Can online 


lottery firms 
win the game 


ONLINE LOTTERIES 


GAMBLERS 


largest paper lottery dealers in the coun- 
try: “Online lotteries do not have the net- 
work they had anticipated. They 
thought dealers would flock to them the 
moment they advertised. That did not 
happen.” 

Dealers are probably the smaller 
problem. Retaining customers is the big- 
ger one. A close look at Playwin shows 
why. So far, a sizeable chunk of the on- 
line lottery growth has come from the 
lower middle-income paper lottery con- 


SMARTWIN 


Usman Fayaz 


Best & Co. (Martin) 


Meghalaya, 
Arunachal Pradesh 


Has 2,500 terminals in Kerala, 
Karnataka and Maharashtra. Plans to 


launch in West Bengal 


nology. Connec- 
tivity 


when the chips 





are down? 


Knowledge 
of paper lottery busi- 
ness. Low project cost 


Tech- 


sumers who have tried their hand at a 
more transparent system. Estimates in- 
dicate that 70% of Playwin’s volumes 
come from terminals in paper lotter 
counters. Among the various games on 
offer, Playwin says its daily draws like 
Keno and Super 3 are the most popular. 
Not surprising since that is the category 
has been popular with paper lottery 
consumers too. One reason, says Fayaz, 
is that “there is no waiting period as the 
draw is held every day”. 

Playwin had targeted existing pape 
lottery ticket buyers as well as the mid 
dle-income customers. Since, unlike in 
the UK, the latter did not buy lottery tick 
ets out of habit, they were wooed 
through their gambling instincts honed 
on games likes tambola. Playwin hoped 
high-decibel advertising, live draws on 
television and a transparent process 
would get it off the ground in no time 
And it did. Its weekly collections moved 

up from Rs 3 crore to Rs 10 crore in a 
space ofa few months. And then sales 
began to plateau. To keep the mo 

mentum, Playwin started new 
games — Thunderball, Luck 
and Keno — in quick succession 
after the launch of Sikkim Lotto 
The new games attracted buyers 
and, consequently, increased Play 
win's turnover. 

But there is a problem. Most of 

Playwin’s customers are accustomed 

to the high prize payouts (percentage 
of the collections distributed as prizes) 
of paper lotteries, usually 75-90%. That 
means more people have a chance of 
winning prizes. “What brings customers 
back is the fact that they have a high 
probability of winning,” says Fayaz. For 
instance, after Karnataka increased the 
prize payouts for its paper lotteries from 
45% to 82%, business grew more than 
10-fold. In fact, Playwin’s most popular 
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Meghalaya 
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Soft launched. Plans 2,000 
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rashtra and West Bengal 


Low-cost project. Key member 
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game today is Keno, a five-digit daily 
draw, where the state's share is 17% as 
against 21% for Lucky 3. 

But, globally, the prize payouts ofon- 
line lotteries is 45-55%, and that is what 
Playwin pays out too. Most regulars fig- 
ure that out sooner or later. “This is pre- 
cisely the reason why online lotteries 
haven't taken off in India,” adds Saraf. 

The new firms are trying to offer hi- 
gher payouts (60-78%). Essar and Martin 
are offering 60% and 70%, respectively, 
on their daily digit games, while Sha- 
poorji Pallonji is offering up to 78%. But 
going to the extent of paper lotteries will 
be difficult as both capital costs and li- 
cence fees are higher for online gaming. 

At present, Playwin, for instance, 
pays 45-55% as prizes, 20-22% to the 
state government, 10-12% as operating 
costs and 10% as distribution costs. Its 
net margin is 7-8%. It appears the only 
way prize payouts can go up is ifthe state 
accepts a lower take. So far, states like 
Maharashtra, Karnataka and Sikkim 
have not done that. (In fact, Maharash- 
tra has just cancelled Playwin's licence as 
it failed to meet its commitments.) 

But a few states are waking up to the 
reality that higher payouts draws cus- 
tomers. Arunachal Pradesh, Nagaland 
and Meghalaya have already offered to 
take a lower revenue share — 2-7% as 
compared to 20-22% that Playwin had 
committed to other states. This could 
provide the much needed elbow room 
for new players like Essar and Shapoorji 
Pallonji to increase the prize payouts, in- 
crease their marketing spends or offer 
higher margins to the trade. “If our sales 





drop, we have to adjust and come on 
similar terms,” admits H. Raghupatty, 
director (lotteries), Karnataka. 

Even after the prize payout problem 
is fixed, there will be one more that will 
need attention — rollover. Lottery con- 
sumers in India prefer not to carry for- 
ward (roll over) prizes. They want instant 
gratification. Online lotteries have over- 
looked this need. “If you say ‘Nobody 
has hit the jackpot and so we will carry 
forward the jackpot prize to the next 
draw’, it does not work,” says Fayaz. 

Take a6-number lotto game. Ifno one 
hits a jackpot (i.e., matches on all 6 num- 
bers), the actual amount allocable to the 
jackpot is rolled over to the next week. 
Typically, 50% of the money collected is 
distributed as prizes; a jackpot prize is 
20% of the prize pool or 10% of the total 
weekly collections. Similarly, those who 
have matches on five numbers (match-5) 
prizes are around 20% of the prize pool. 

Now, unlike paper lottery, if nobody 
hits the jackpot, the amount allocated to 
itis carried forward. So the jackpot keeps 
growing. Say the jackpot in week one is 
Rs 2 crore. If nobody hits the jackpot and 
the collection in the first week is Rs 4 
crore. In the second week, the jackpot 
becomes of Rs 2.4 crore (First jackpot of 
Rs 2 crore + 10% of the collection of Rs 4 
crore). If in the second week nobody 
wins the jackpot and the collection is Rs 
6 crore, then the jackpot for the next 
week becomes Rs 3 crore (Jackpot of 
Rs 2.4 crore + 10% of the collection of 
Rs 6 crore). If in that week the collection 
is Rs 10 crore, the jackpot becomes Rs 4 
crore (Rs 3 crore + 10% of Rs 10 crore). 





WHY ONLINE LOTTERY IS STRUGGLING 


| 
@ Many aspirants with licences don't have the money or are averse to | 
taking the risk. Others don't have retailers, technology or knowledge i 


@ Deposits from retailers, which partly fund the projects, have come down 
50% since Playwin entered the market, forcing players to brigde the 


@ New entrants are finding it difficult to recruit retailers who are adopting 
wait-n-watch attitude; delays in launch of some projects has made 


@ Online lotteries return back 45-55% of the collections as prize payouts 
compared to, on an average, 85% in paper lotteries. New entrants 


@ With over 10 lakh points of sales, paper lotteries have one of enviable 
distribution network in the country; onliine players can never hope to 


@ Customers are not accepting the rollover system, where the payout is 
reduced to the incremental collections rather than the announced prize 
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If nobody hits the jackpot, the com- 
pany can let the jackpot grow and use it 
to attract more consumers. Or it could 
pay out the money to the match-5s, The 
amount allocable to match-5s (20% of 
the prize pool, or Rs 1 crore) gets added 
to the incremental additions to the jack- 
pot pool (Current jackpot of Rs 4 crore - 
initial jackpot of Rs 2 crore = Rs 2 crore). 
So, for match-5s, there is Rs 3 crore. 

But the number of people with five 
matches will be 5-10 people. So, the col- 
lected amount will be split between 
them. If there are 10 people with match- 
5s, then they would get Rs 30 lakh each. 
(Jackpots and collections are far lower; 
the illustrative figure of Rs 30 lakh is on 
the higher side). The catch is that itis not 
the jackpot that will be split, but the in- 
cremental additions to it over the weeks, 
which in this case is Rs 2 crore, Plus the 
match-5 prize pool. “A customer buys a 
Rs 10 ticket thinking he will get Rs 4 
crore. But ultimately he lands up getting 
only Rs 30 lakh,” adds Fayaz. 

The regulars realise this. “People are 
not accepting the rollover system as the 
prize payout is the incremental collec- 
tions rather than the announced prize,” 
says Fayaz. This could prove to be a stu- 
mbling block. So, if no one-hits the jack- 
pot, online lottery operators may have to 
take the option of increasing the jackpot 
size instead of distributing the prize. 

Many of these could well be teething 
problems. Given that the paper lottery 
market is worth well over Rs 22,000 
crore, there is enough and more scope 
for the online lottery business, if it can 
deliver what the consumer wants. a 
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PHARMACEUTICALS 


THE OTC 
BARRIER 


Just as Indian pharma firms were ready to hit 
the tough US market, they face a new obstacle 


GINA SINGH 


T’S adream that may turn out to be, 
well, just a dream. Even as Indian 
generic pharmaceutical companies 
were finalising their strategies to 
charge the world’s biggest pharma- 
ceutical market, the $20-billion US mar- 
ket, it has just gotten tougher. As US 
pharma majors increasingly face more 
competition from generic pharma com- 
panies in India, Israel and even the US, 
they are shifting to a new strategy: get- 
ting the US Food and Drug Administra- 
tion (FDA) to convert their patented pre- 
scription drugs (Rx) to over-the-counter 


(OTC) products. And, more importantly, | 


they do this just before the patent is 
about to expire. 

That’s bad news for the Indian com- 
panies. Typically, pharma majors like 
Ranbaxy Laboratories, Dr. Reddy’s Labo- 
ratories (DRL) and Cipla developed their 
US strategies around the generic busi- 
ness and not the OTC business. But sell- 
ing products over the counter requires 
huge expenses in brand building of up to 
$50 million per brand — which many of 
them cannot afford. Also, the OTC mar- 
ket is marked by intense competition. 

In fact, the US companies’ strategy 
could be disastrous for Indians as Delhi- 


based Morepen Laboratories found out | 
last year. Morepen had targeted reve- | 


nues of Rs 500 crore during the six- 
month exclusivity period it got for its 
own loratadine product against patent- 
holder Schering-Plough’s brand Claritin. 
The patent was expiring in December 
2002. But just before the patent expired, 
Schering approached the US FDA to 
convert Claritin into an OTC product. 
The FDA agreed. Morepen could garner 
only Rs 100 crore — one-fifth of its pro- 
jected revenues — from loratadine sales. 

Till the 1980s, the number of drugs 
converted into OTC averaged just 1-3 per 





o make life difficult for generic 
pharma firms after its patent expires 


o get a head-start in a free market 
due to a well-established brand 


o force new entrants to establish 
an OTC brand which could cost up 
to $50 million 


o force generic companies to have 
an elaborate distribution network 
to sell their OTC products 


Graphics: ARPIT SHARMA 





annum. In the 1990s, this went up to 1-6 
drugs per annum. In fact, since 1972, 
when the FDA began a comprehensive 
drug review that led to the re-examina- 
tion of over 300,000 drugs sold in the US, 
over 80 drugs or ingredients have been 
switched from prescription to OTC. 

Over the next few years, this trend is 
projected to intensify. The reasons are 
plenty. Between now and 2005, nearly 
$30-billion worth of drugs, or 17-18 
drugs, will go off patent. And with the 
stakes so high, patent-holders will try 
anything to evergreen their products. Of 
course, not all these products can be 
switched to OTC. The US FDA decrees 
that only certain products with little or 
no side-effects and dealing with minor 
ailments can be sold over the counter. 

In such cases though, the FDA is in 
favour of a switch as it leads to lower 
prices for the consumer and low cost of 
treatment. Health insurance companies 
too like switching as they do not pay for 
OTC drugs in insurance claims. Finally, 
consumers are happy as it leads to low- 
est possible prices of drugs in a market 
where healthcare costs are rising. 

Nevertheless, using Rx to OTC as a 
tactical strategy is a recent phenome- 
non, initiated by the likes of Schering- 
Plough. Now, even Astra Zeneca with the 
$5.5 billion anti-ulcer drug Prilosec and 
GlaxoSmithKline with the nasal spray 
Flonase are planning to convert these 
products to OTC. 

Normally, when a patent expires, a 
pharma major has two options before it: 
take the product OTC or go generic. 
Pharma companies prefer the former as 
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| PHARMACEUTICALS 


PRESCRIPTION DRUGS THAT SWITCHED TO THE OTC ROUTE 








Schering-Plough’s Bayer’s analgesic SmithKline Beecham’s | Bristol-Myers Schering-Plough’s 
anticandidal Aleve (now GlaxoSmithKline) | Squibb’s ~ antihistamine 
Gyne-Lotrimin (naproxen sodium) smoking cessation aid | Excedrin Migraine Hin. 
(clotrimazole) Nicorette Gum (aspirin/caffeine/ i 
(nicotine polacrilex) acetaminophen) : 
. 3 \ 



















Ortho’s anticandidal J&J and Merck's acid Pharmacia & Upjohn’‘s Avanir 
Monistat 7 reducer i hair restoration Pharmaceuticals’ 
(miconazole nitrate) Pepcid AC i product | cold sore treatment 
as (famotidine) Rogaine | Abreva Cream 
(minoxidil) i (docosanol) 





Source: Front Line Strategic Consulting, inc.; Consumer Healthcare Products Association; Parexel’s Pharmaceutical R&D Statistical Sourcebook 2002 


it creates high entry barriers in a market | 
where they already have an established 
brand. A newly-launched OTC brand re- 
quires investments in brand-building of 
$20 million-50 million per brand. “The 
total cost of Rx-to-OTC switching can be | 
up to $50 million. The FDA charges high | 
registration fees, and creatingan OTCla- | 
bel for a product that meets the FDA's 
stringent standards is also time-con- 
suming and costly,” says Molly Vernau, | 
pharmaceutical consultancy director of 
the US-based OTC specialist, Front Line 
Strategic Consulting. 

If the challenger seeks a new OTC in- 
dication or if the potential OTC product 
is formulated differently from the origi- 
nal drug, the FDA requires additional | 
clinical trial data to be included with the | 
submission. Hence, Front Line assumes | 
that only drugs with $300 million and | 
above in annual revenues will be able to | 
justify the switch to an OTC product. | 

Even if a company is willing to put in 
that kind of investment, it has to have 
the distribution reach to be able to make 
anationwide impact. For that, it requires | 
distribution tie-ups with drug chains or 
supermarket chains. No Indian com- 
pany has such tie-ups as of now. 

Even if all this were possible, there's 
another problem Indian firms will have 
to face —- private labels. These are either 
local labels or labels of drug chains and 
supermarkets which nibble away mar- 
ket shares from national OTC players. By 
all accounts, their influence over the US | 
drug market is getting stronger. Accord- 
ing to data released by the US-based Pri- 
vate Label Manufacturers Association 
(PLMA), in 2002, private labels had a 
marketshare of 10.6% — the highest ever 
— in US drugstores and 16.3% — again | 
record level — in supermarkets. And | 








their sales grew $1 billion in that year as | 


they continued to outperform national 
brands: private label sales grew an aver- 
age of 2.4% in 2002 as against the 2.1% 
growth recorded by national brands. 
Hence, for many Indian companies, 
OTC is a risky game they'd rather not get 


into. “The US market is important tous | 


but we are not going to enter any cate- 
gory which may be a potential OTC,” 
says Glenn Saldanha, managing director 
and CEO of Mumbai-based Glenmark 
Pharmaceuticals. Companies like Glen- 
mark believe they have a logical way to 
determine potential OTC products. 


Historically, only products with little | 


side-effects and those dealing with mi- 
nor ailments are allowed to be sold over 
the counter. That’s because they are sold 
without the guidance of a medical prac- 
titioner. So it would be outrageous to ex- 
pect an HIV drug or a cancer drug to be 
taken OTC. Among the products that 
have been converted to OTC in the past 
are Pharmacia & Upjohn’s hair restora- 
tion drug minoxidil, Avanir Pharmaceu- 
ticals’ cold sore treatment docosanol, 
GlaxoSmithKline’s smoking cessation 
product nicotine polacrilex, Bayer's 
analgesic naproxen sodium and Scher- 
ing-Plough’s antihistamine loratadine. 
So, companies like Glenmark will 
stick to the generic market where an 
FDA-approved version of a drug fights 
with the original patent holder purely on 
price (without any investments in 
brand-building). Its bio-equivalence, 
too, would have been proved to the FDA. 
Indian pharma majors like Ranbaxy and 
DRL have made nearly all their money in 
the US by developing cost-effective 
processes to manufacture such bio- 
equivalent generics. For instance, while 
patent holder GlaxoSmithKline sells 60 





ranitidine tablets Zantac for $16.50, 
generic companies sell the same for as 
low as $6. 

Ranbaxy has taken this strategy to its 
logical conclusion. It will focus on the 
branded generics market, where it will 
invest in brand building without having 
to face competition from the likes of the 
private labels. So all it needs to do is in- 
vest in building a team of medical repre- 
sentatives in the US that visits the doc- 
tors and prompts them to prescribe 
Ranbaxy’s products as opposed to that of 
the original patent-holding product. 

It's a high-investment, high-risk 
game, but the rewards are equally attrac- 
tive. As opposed to a generic product, a 
branded generic commands up to 50% 
premium over a generic product. Ran- 
baxy has already set up a team of repre- 
sentatives in the US though it refuses to 
disclose details of investments or pro- 
jected returns. 

Nevertheless, the tactical Rx to OTC 
moves by US companies has forced large 
Indian companies to re-examine their 
strategies. DRL has entered into an ex- 
clusive 15-year agreement with US- 


| based Leiner Health Products to develop 


and market DRL’s OTC products in the 
US. California-based Leiner is a leading 
US supplier to mass-market retailers. It 
is also the largest private label vitamins 
manufacturer as well as a private label 
manufacturer of OTC products. 

Like Ranbaxy and DRL, Indian 
pharma companies will increasingly 
find the going tough in the US generics 
pharma market. And every company as- 
piring to make a mark will have to devise 
its own strategy to tackle the new tactics 
deployed by the multinationals. Or else, 
their dreams of reaping the greenbacks 
may never materialise. a 


MAGAZINE OF THE NEW ECONOMY F 26 BUSINESSWORLD 4 AUGUST 2003 


epu 4 FUSWILLUDAOST) “WwSLINOL 4° quowqiedsg (Be ved Pooper hjer yəds mo moqe qse osiy) wor epu 





$1iNO} MSN} e4jUOD ] Woseipuyo 





id Faqeuosea: jo fyuoyd ox fie oy ayy 
ol 1 i ia 1 
° 
epuj Jq pan 
pə4ojdxə2u n asipos vd VERO puvjphvy Oo UDIOZIY, ty Z? hpypyb Ue % = GIFHG Oo vadiupyy gq WDS SH © Yseppsry, sPyovun LY, JSD) Yj NS ayy fe naf F, 
yui IN 5) ajduiexo əuy e Og pom yseQ YON ƏL 's 
( I, A DUS 4 I . Qs q SIAPA Q 
SodOjurad P 3JeYJ hjuSAesy Os Yo e GMYSUOI Jo 02 0} 2s0W 
A j 743 hy 44 





¿è 498€ YHON 94} PSIA 0F UOSedI4 e peeu 1149 





SEeEEREeBEEBE BEB BSB HRB RB RBBB RB HRB HBB HERB HRB REESE SB BS 
5, 


= m a 


ca 


Ea 








SATYAJIT DATTA 











BPO 


MAGAZINE OF THE NEW ECONOMY 


SHELLEY SINGH 


EXT time you pick up a consultant's business process 
outsourcing (BPO) industry report, chances are that 
it would already be outdated. Don't blame the 
mavens for not getting the numbers right. The indus- 
try is transforming so rapidly that reports lose their 
relevance even before they manage to get out of the 
printing press. 

When we conceptualised this cover story, we faced the dan- 
ger of meeting that fate. So why did we take up this challenge? 
Because the palpable excitement around one of India’s fastest- 
growing industries is infectious. The crowds at conference halls 
holding BPO seminars — there have been three in the last 
month alone — spill over into the corridors as people scramble 
for more. Clearly, the people are searching for answers to lots 
and lots of questions. There’s a vacuum of information that is 
hard to fill. Which are India's largest BPO firms? Who's winning 
and who's losing? What are the new challenges before compa- 
nies? What are the new opportunities? Even the companies in 
the sector are unsure of most of the answers. And venture capi- 
tal firms are wondering whether to plunge headlong into the 
BPO industry, especially after having burnt their fingers in the 
Internet bust. Joseph Sigelman, CEO, OfficeTiger, says: “It’s no 
longer a game for small investors. There will be a lot more long- 
term strategic investors now.” 

This cover story tries to answer many of those questions. It 
is about Stage II of the Indian BPO industry where third-party 
operators are starting to come out of the shadows of the more 
visible, captive BPO units run by multinationals. At current 
growth rates, the $2.3-billion BPO industry is fast catching up 
with the much-acclaimed IT industry ($7.2 billion in 2002-03). 

Projections range from the extraordinary to the merely am- 
bitious. A couple of years back, Michael Dertouzos, director at 
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BPO | COVER STORY 


As the industry gets ready to take off into the big 
league, a look at the drivers and the resistors 


the Massachusetts Institute of Technology's (MIT) laboratory 
of computer science, reckoned India has some 50 million Eng- 
lish-speaking people, each of whom could earn $20,000 a year 
doing office work ‘proferred across space and time’, making a 
total of $1 trillion. That’s twice India’s current GDP. 

Other predictions were more restrained and were then up- 
graded even as the sector grew 55-60% a year. When the Nass- 
com-MckKinsey study was released, it emphatically stated that 
IT-enabled services will employ 1.1 million people and earn 
$17 billion by 2008. That was soon revised to $24 billion. 

As on 31 March 2003, the sector employed 171,000 profes- 
sionals, It has $1 billion invested in it, creating about 100,000 
smart cubicles in 7.5 million sq. ft of space. And it generated 
revenues of $2.3 billion in 2002-03. 

The rapid growth is throwing up winners (See ‘The Winners 
And The Losers’ on page 30) who did nearly everything right 
and are now set to take on a larger share of the BPO pie even as 
they gear up to meet competition from the world’s biggest BPO 
corporations which are eyeing India. About 8-10 Indian start- 
ups are set to clock $100 million in revenues in the next 18-24 
months, purely on the strength of their current contracts. 

Yet, a vast majority of the 310 start-ups (Nasscom figures) 
are headed for a dead-end. (Assocham puts the total number of 
start-ups at 400.) Their capacity utilisation is less than one (of 





the three shifts). Many of these are companies that converted 
their empty basements and warehouses into BPO units. Or | 
firms with $10 million-20 million VC funds that ran out of cash 


Revenues: $2.3 


Growth rate: 59.1% p.a, 


billion | 
Investment: $1 billi 

: ion 
No. of people employed: 171,000 





without creating anything more than white elephants. Dennis 
Ross, global general manager, Convergys Corp., notes: “It’s the 
desperate players who are responsible for the irrational pricing 
behaviour. We get calls from about 6-8 of these companies to 
buy them out.” 

They have driven down prices to grab business, but have 
failed to deliver. They were always clueless about people, 
processes or technologies — the three key elements of the BPO 
business. One example: the Noida-based Phoenix Shoes took 
on a job in the niche area of psychological counselling without 
having the expertise to pull it through. Many players who 
jumped in recklessly have shut shop while others are desper- 
ately looking for white knights. Sunil Mehta, vice-president, 
Nasscom, says: “The severe consolidation which has already 
started will actually be good for the industry.” 

Meanwhile, the industry has more to worry about than just 
reckless start-ups. Primary among those is infrastructure. 
While telecom networks are state of the art, getting a connec- 


| tion still takes up to three months. Unreliable power supply is 


forcing units to create their own back-ups. Roads are bad and 
airports are in dire need of repairs and upgrades. Nasscom’s 
Mehta, for instance, just met a US telecom major which plans 
to offshore work to the tune of $2 billion. However, its only con- 
cern is the infrastructure in India. Such perceptions could in- 
deed dampen spirits. 

Another major problem is the high attrition and growth as- 
pirations of the workforce. At least 60,000 of the 171,000 work- 
force change jobs every year. About 80% of them look for better 
prospects within the industry. Agents want to become team 
leaders. Team leaders want to upgrade to supervisors, quality 
professionals or operations heads. The HR problem threatens 
to soon become grave. Says Amit Maheshwari, CEO of the 
Boston-based I-vantage, which advises GE, Ford Motor and 
Baxter Healthcare: “In the next 8-12 months, recruitment will 
be a significant issue. Good agents are becoming hard to find 
and with tardy infrastructure, big moves to the much-talked- 
about smaller towns will take longer. This means costs will rise, 
making it difficult for small VC-funded companies to survive.” 

And finally, the success of offshoring to India has woken up 
other English-speaking countries such as South Africa, Aus- 
tralia, New Zealand and Canada. All these countries have a 
large pool of professionals. Companies are already beginning 
to set up centres there. But the biggest perceived threat to the 
Indian BPO industry is from China, which has made English 
mandatory in schools and colleges. In another four to five 
years, China could pose a challenge in non-voice businesses, if 
not voice-based operations. 

The only way to tackle such threats is to continue to do the 
job as best as expected and to re-engineer client's processes, 
thereby adding value. The ongoing shake-out in the industry 
will only make strong players stronger and weak players even 
weaker. Those who emerge out of this current round of consol- 
idation will be the big boys of the Indian BPO industry. But the 
silver lining is that it will bring order to the chaos. India could 
well become the world’s BPO capital in the next three years. 
And the effort must be to ensure that Indian BPO companies 
get business not just for the cost advantage, but also because 
the job is best done here. E 
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BPO 


AY back in 1999, at3 
a.m. on a chilly win- 
ter morning in Febru- 
ary, London-based 
banker Joseph Sigel- 
man sent some data to his inter- 
nal team to have a Power-point 
presentation made. The presen- 
tation came back with glaring er- 
rors. A frustrated Sigelman called his 
friend Randy Altschuler, a New York- 
based equity researcher. Altschuler 
commiserated with Sigelman. The 
‘call ended soon after, but left the two 
Harvard MBAs thinking. Was there a 
business opportunity in doing mun- 
dane office tasks superbly for clients? 

From his previous visit to India, 
. Sigelman knew that this work could 
be performed atless than halfthe cost 
than in the US and the UK — and at 
far better quality — in India. Within 
„months of the incident, the duo quit 
their respective jobs, They took a 
flight out of London to Delhi, wrote their business plan in the 
seven hours in-flight and, finally, floated a BPO outfit — Off- 
iceTiger — in Chennai, initially for office documentation work. 

Three years since, OfficeTiger is the fifth-largest third-party 
BPO company in India with revenues over $25 million. It has 
1,000 employees in two facilities. Two more OfficeTiger centres 
will go live by the fourth quarter of 2003. Besides office docu- 
mentation, it now offers services as specialised as business re- 
search for the banking industry and analytics to its 20 clients in 
the US and Europe. If all goes well, the start-up is projected to 
touch revenues of $50 million in 12 months and $150 million in 
three years, says Sigelman. 

The Indian BPO story is replete with such successful exam- 





Annet 


-` ples — and also with abject failures. Around the time Off- 


“ iceTiger was crafting its success in Chennai, another Chennai- 
based company, Brigade, was busy writing its own epitaph. 

Brigade made a series of errors. Soon after it got its first $50- 
- million infusion of capital from General Atlantic Partners, 
Brigade went on a mad spending spree, By 2001, it was burning 
cash at a rate six times that of its revenues. An office setup in the 
US saw the company employing 162 marketing people even as 
its delivery centres in Chennai and Hyderabad had hardly 
taken root. 

By April 2002, its attrition rate was a whopping 168% a year. 
It changed three CEOs and drove down billing rates to such an 
extent that operations became unviable. Once a flourishing 
1,100-men operation, the company is now down to just 450 
employees. “It will be happy to be acquired,” says an analyst 
who has been following the company’s fortunes. Brigade’s 
president Sri Dasari puts up a brave front: “We made mistakes, 
but now we have recovered. We are operationally profitable.” 


The Winners 


Will They Form India’s $100-Million Club? 


COMPANY 












REVENUES 


VOICE: | 
($ MILLION) fO1C 


However, he refuses to reveal any figures. 

Despite such failure stories, most industry observers be- 
lieve the Indian BPO industry is headed skywards. In fact, they 
are almost unanimous in their opinion that India will soon 
have nearly a dozen $100-million third-party BPO companies. 
Says Sujay Chohan, vice-president and research director (off- 
shore BPO), Gartner India: “In the next 18-24 months, there will 
be eight to 10 third-party operators with revenues in excess of 


| $100 million. This is not too difficult to assess considering the 


over 70% growth of these players. Also, they have proven their 
skills and are now on the fast-growth track.” 

The $100-million mark is crucial for two reasons: first, it 
gives the companies a critical mass to fight multinationals like 
EDS, Computer Sciences Corporation (CSC), Accenture and 
Exult Inc. Second, it gives the prospective client enough confi- 
dence to trust them with larger contracts. 

Of course, business is still not pouring in, but Indian com- 
panies are beginning to graduate from $2-4 million contracts to 
tens-of-million dollar contracts. Early this year, HCL Technolo- 
gies (HCLT) BPO Services bagged the biggest-ever third-party 
BPO deal among Indian firms — a five-year contract from 
British Telecom (BT) worth $160 million. Add to that an existing 
contract of $15 million from BT’s Belfast unit and HCLT BPO 
has an assured revenue of $175 million over the next five years. 
That's $35 million a year from just one client. It has 23 more. 

Among others who are projected to pull through to the 
$100-million club by March 2005 are the $30-million Daksh eS- 
ervices, the $41-million WiproSpectramind and the $35-mil- 
lion World Network Services (WNS). Daksh has projected a rev- 
enue increase of 85-90% by March 2004 on the basis of 
ramp-up of its current projects from nine clients. And 
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And The LOS@PS 


Some are ready to take on global biggies. Others were dead on arrival. 


Those who made it and those who didn’t — and the lessons from them : 


WiproSpectramind, India’s largest BPO company, could be 
there in the next 12 months based on just organic growth. 

Others who could hit the $50 million mark are the $20-mil- 
lion MsourcE and the $29-million exl Service.com (exl). Given 
their current growth rates, even their targets seem well within 
reach. For instance, exl, which started as a Conseco (US-based 
insurance company)-promoted venture with 95% of the work 
coming from the parent, now does barely 7% of Conseco work. 
That is after Conseco filed for bankruptcy under Chapter 11 
and sold the Noida-based facility to Vikram Talwar and his as- 
sociates. exl recovered from the Conseco loss to sign up eight 
new clients from the US and the UKin the consulting, banking, 
financial services and insurance spaces last year. 

If all these companies hit $100 million by 2005, they would 
have outdone their better-known cousins — the IT services 
companies. According to a Nasscom list released in July, only 
eight of the 4,000-odd IT companies in India have revenues in 
excess of $100 million. Another 60-70 are mid-range players, 
while others are no more than sweatshops. 

Such a feat will be remarkable for another reason: for the 
first time, third-party BPO operators would have made their 
mark on the Indian horizon. So far, India’s BPO industry has 
been dominated by captive centres set up by companies like 
GE (12,000 employees), American Express (4,000), Standard- 
Chartered Bank (3,000), Ernst & Young (250-300) and 15-20 
others. Together, they accounted for over $1.6 billion of the 
$2.3-billion Indian BPO revenues in 2002-03, 


The Challenges Ahead 


As the Indian BPO industry climbs the maturity curve, it is real- 
ising that some of the factors leading to its success in the past 
may not result in a winner in the future. 

Its first lesson is that over-dependence on the voice busi- 
ness — the mainstay of BPO companies currently — could ac- 
tually be a recipe for disaster. At the moment, upwards of 60% 


Feeling The Heat... 


REASONS 
se 





COMPANY 
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of the BPO business coming to India is voice-related. Most of 
the major players have voice as their bread, butter and jam: 
90% in the case of HCLT BPO, 75% for exl, 80% for WiproSpec- 
tramind and 70% for Daksh. A small player like the Bangalore- 
based First Ring, which has a 90% voice component, is already” 
beginning to feel the heat and is looking for additional funds, ~ 
Barring transcription, voice has the lowest margins among 
BPO businesses. So, companies need to graduate to more 
value-added businesses like transactions processing, HR and. 
consulting to get better margins. Till then, they have to main. 


ain a healthy bal 
Why Are They Losing? a en 












ance between voice | 
and = non-voice 
work, Interestingly, 
though it’s still a 
very small opera-° 
tion, Infosys’ $4:4- 
million BPO corm- 
pany Progeon has. 
decided to mim- 
imise its depen- < 
dence on voice- 

based BPO, f 

The main reas 
son for this is the: 
fixed costs of the. 
voice business like 
dialer running and 
maintenance, 
bandwidth costs, 
employee wages 
and related ex- 
penses. Of these, 
dialer running and 
maintenance alone 
cost $1.5 per per- 
son per hour. The dialer costs $0.4 mil- 
lion-1 million, and maintenance 
around $100,000 a year. Given that, 
companies believe revenues below $9 
per agent an hour are unviable, 

Yet, intense competition is driving 
down prices. “Desperate-for-work 
companies are offering to undertake 
services at ari unviable $8 per hour and 
even less,” says Arun Maheshwari, 
CEO, CSC India. Dennis Ross, global 
general manager, Convergys Corp, 
says: “The problem is that everybodyis 
trying to compete on price.” 












BPO 


Price is crucial as employ- 
ees on voice processes are 
paid 12-15% higher wages 
than their non-voice col- 
leagues. That’s because the 
odd hours and stress has 
caused an attrition rate of 40- 
45% among voice employees 
as against 30-35% for non- 
voice work. This increases re- 
cruitment and training costs. 
Vikram Talwar, CEO, exl, esti- 
mates that Rs 45,000-50,000 
is spent on training an agent 
and if he leaves within three 
to five months, it increases 
overall costs of operations. 

Second, unlike in the past, 





OfficeTiger’s Sigelman (R) and Altschuler seized the BPO day 


dled with vanila processes. 
The high-billing work may not 
come their way on grounds of 
data protection, certifications 
and lack of skills.” 

The winners will be those 
who can convince their clients 
to trust them with more end- 
to-end processes. Thomas 
Mead, chief sales and market- 
ing officer, exl, says: “Most 
companies are doing business 
task outsourcing — data entry, 
staffing, payroll processing or 
call centre work. These are 
subsets of large processes. HR 
has 18-22 sub-processes. 
Someone doing only payroll 
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costs (of labour, in particular) 


may not be an advantage for long. Overall costs of BPO opera- | 
tions are rising rapidly. Unless Indians graduate to more value- | 


added business — or contain costs — they will become finan- 
cially unviable given the rock-bottom prices in the business. 
For non-voice work like transactions processing, a company 
billing below $6 will be unable to recover costs. “Labour costs 
should be no more than 30% of the total BPO costs. So, if small 
players desperate for deals want to survive, price cutting will 
only lead to a quicker end,” says Sujit Baksi, CEO of HCLT BPO. 

Already, average labour costs are 30-50% of total costs (up 
15-20% since last year). The weakening dollar adds to cost pres- 
sure. Of course, as of now, the dollar fluctuation is not very high, 
so it is not a cause for worry. “But those who promise to deliver 
at low rates, this (dollar fluctuation) could have a greater im- 
pact,” says Maheshwari. 

Added to this are customer acquisition costs — about 10- 
15% of the revenues. Incidentally, for captive units like those of 
Convergys and Accenture, this is not a consideration as they are 
moving existing business here. But others, like a lot of technol- 
ogy help-desk operations, fell into the desperate trap of offer- 
ing technology troubleshooting at an unviable $4-5 an hour. 

The third factor is the lack of experience in dealing with 
large $100-million contracts. In fact, for the dozen-odd big In- 
dian players, getting to the $100-million club will depend on 
their ability to ramp up operations rapidly. Here, the 40% aver- 
age attrition rate is the biggest hurdle. More importantly, firms 
will need to consolidate business within a few clients. Ideally, 
for a 10,000-people centre, there should be only 25 clients. 

“Otherwise, the management will be stretched too thin. 
There will be large number of people in the middle and top 
management. Relationship-building will be a problem and 
companies will start losing control,” says Shyam Viswanathan, 
associate dean, Indian School of Business, Hyderabad. Unless, 
of course, the business is highly commoditised like that of Au- 
tomatic Data Processing (ADP). The $7-billion payroll process- 
ing company offers services to thousands of clients. 

Daksh CEO Sanjeev Aggarwal says: “When we are a 10,000 
people operation, we don't plan to have more than 25 clients. 
So we can manage operations better, without diluting quality.” 

But ramping up operations with just a handful of clients 
will, in turn, depend on how quickly Indian BPO companies are 
able to capture more business from the same clients. The criti- 
cal issue here is not to repeat the mistakes made by IT compa- 
nies — that of getting stuck with plain vanilla businesses. Says 
Ashwani Srivastava, CEO, Valdel Corporation, a new BPO start- 
up based in Bangalore: “A lot of third-party players will be sad- 





cannot claim to be doing HR. 
A lot of the end-to-end processes are yet to come to India.” 


The Threats 


The $1.3-billion call centre company Convergys Corp. is nearly 
half as big as India’s entire BPO industry. Its 45,000 employees 
operate from 46 facilities in the US, Canada and elsewhere. In 
November 2001, Convergys set up operations in India. Just 18 
months later, it has 4,464 employees (as on 2 July), growing at 
40 per week. Another US-based IT major, the $21.6-billion EDS 
(25% of its revenues comes from BPO), set up a 700-seat centre 
in Mumbai in May. And the US-based $11.2-billion CSC has set 
up a 1,000-person facility in Noida, of which 100 are in BPO. 

Global third-party BPO majors like these offer India’s 
dozen-odd outfits on the high growth path their biggest threat. 
Especially because their Indian operations can offer the same 
advantages that Indian companies can. As Indian BPO firms 
grow in size, they bid for large contracts. And for 70% of such 
deals, they already compete with these MNCs. 

Here, the MNCs have the advantage of financial muscle to 
drive down prices. Says exl’s Mead: “When EDS, CSC, Accen- 
ture get moving in a serious way, they will be playing for such 
large contracts that a single order would be bigger than most of 
the companies rated by Nasscom in the Top 10 in India. They 
will routinely sign contracts greater than $100 million.” 

Another big threat lies in the mushrooming of small BPO 
companies (nearly 300, though Assocham estimates 400). Not 
too long back, while bidding for business through the middle- 
men, the glut of medical transcribers drove the price ofa line of 
transcription down from 12 cents to as low as 2 cents, under- 
mining both quality and profitability. Most medical transcrip- 
tion companies went bust. More than driving down rates, these 
companies had a negative effect on the industry as a whole be- 
cause of their inability to deliver as per the contract. 

Already, this phenomenon is beginning to spoil the BPO 
space — with companies quoting low billing rates to grab busi- 


| ness. So while big domestic players are announcing capacity 


expansion virtually every quarter, smaller players like First Ring 
and Icon Data are struggling for survival. Icon Data acquired a 
sub-contracting BPO company in the US recently, but with 
largely voice-based operations, it could be feeling the heat. Add 
to this, the low average capacity utilisation of the industry of 1.6 


| (ofthe three, eight-hour shifts possible). 


At the end of the day, the Indian BPO sector has more to fear 
from the failures than the MNC stampede. After all, the former 
will do more harm to the image of the country and its capabili- 
ties than any price cuts that the MNCs may engage in. a 
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On The Fast Track 


Customer care and BFSI are hot, but hone your skills for new avenues — a 


N India, customer care continues to be the dominant seg- | 
ment in BPO with both revenues and employment more | 


than doubling in 2002-03 over 2001-02. But the big-ticket, 
big-billing business is not customer care. Other areas that 


ministration (from $185 million in 2001-02 to $210 million in 


2002-03) and finance ($300 million to $510 million), registering | 


revenue growth of 67% and 70%, respectively. Payment services 


grew from $110 million to $210 million and content develop- | 


ment from $450 million to $465 million. All these belong to the 
following verticals, the verticals witnessing explosive growth. 


(Growth rate: 60-70%.) Players like ICICI OneSource, exl Ser- 
vice.com and WiproSpectramind are already active in this seg- 
ment. Indian IT companies have traditionally focussed on this 
segment. BFSI clients are keen on offshoring since their front- 


end operations are in high-cost locations. Their quest to con- | 


trol the expense-to-revenue ratio makes this a high-interest 


work. For instance, an insurance company looks at reducing 
the cost of servicing a policy (15-20% of the total cost). How- 
ever, such operations are still not coming to third-party Indian 
BPO players, Rather, their contribution is restricted to areas like 
retail banking, credit card processing and mortgages, and only 
now are they going on to complex functions like underwriting. 
Telecom: (Growth rate: over 100%.) Practically anything, 
barring the networks, can be outsourced in telecom. So about 
25% of global outsourcing is in telecom, estimates Sanjeev Ag- 
garwal, CEO, Daksh eServices. BPO outfits are engaged in acti- 
vating services, managing relationships, answering queries, of- 
fering technology support and billing. HCL Technologies BPO 
Services, Hinduja TMT, ICICI 
OneSource and Wipro- 
Spectramind are in this space. Got The 
Healthcare: (Growth rate: -o o 
100-120%.) It is a nascent area 
for Indian BPO firms, but has 
great potential. Already, about 
20 companies are engaged in 
healthcare ($1.3-trillion indus- 
try in the US), offering services 
like billing, medical insurance, 
disease-coding, claims man- 
agement, accounting and clin- 
ical trials data management. 
The start-ups employ 200-500 
people and include Apollo 
Health Services in Hyderabad, 
Ajuba in Chennai, Health- 
scribe in Bangalore and Hin- 
duja TMT. Vision Health- 
source CEO Anurag Jain says: 











Domain Depth? 


| tion of global players. Last month, Vision Healthsource was.av- 
had significant growth, according to Nasscom, were ad- | 


| quired a company in the US and will specialise in healthcare.. 
Banking, Financial Services and Insurance (BESI): | 


| pension plans to get into HR. Daksh has just started payr 
area for BPO firms which can rid them of a lot of back-office | 


| fice work such as logistics management, receivables, payables 

















“Healthcare has been a late starter as there are a lot of legacy 
systems in the US and not many Indian companies have spe- 
cialised in the area.” Indian BPO firms are catching the atten 


quired by the $1.3-billion Perot Systems Inc. for $10 million, 
But high-end healthcare will be difficult to crack because it 
requires specialised skills, For instance, companies need 
HIPAA-trained supervisors (HIPAA is a US health servic 
norm), who can adjudicate a claim or do underwriting, Valdel 
Amsoft Technologies’ new Bangalore-based start-up, justac 


Human Resources: (Growth rate: 115-125%.) HR is another 
underdeveloped area but it has the potential to grow to $3.5 bi 
lion-5 billion by 2008. Companies are likely to get their act to 
gether in the next 12-18 months. The $450-million Exult Inc. 
started a 70-people outfit in Mumbai in May this year. Patni 
Computer Systems is looking to leverage its work done on 40 





processing. The $5-billion payroll processor Automatic Data 
Processing is also planning to start operations in Hyderabad, 
By 2008, the global HR outsourcing market will be $44 bil- 
lion. Even if less than 10% of this comes to India, it will create 
56,000 jobs. HR processes include data entry, payroll process- 
ing, staffing, training, resume management, compensation, — 
employee communications, pension plans, leave adrninistra- 
tion and HR data analytics. The billing rates could be $11-14, 
Retail: Retail services is an untapped opportunity. Retail 
chains like Wal-Mart, Selfridges and Tesco outsource back-of- 








and collections. Some of this could move to India. Indian com: 
panies that undertake collections for clients: Global Vantedge 
and ICICI OneSource. 

Hospitality: Areas like 
travel and hospitality that are 
already being undertaken by | 
specialists like the Bird Group. ` 
or broadbased service 
providers like ICICI One 
Source and WiproSpectra- 
mind will also grow. That's be- 
cause airlines and hotels are 
under pressure to reduce over- 
heads. Kale Consultants offers 
revenue accounting and sales: 
order jobs specifically for the 
airline industry. 

If all goes well and the in- 
frastructure doesn't collapse, 
business within these verticals 
could account for over 2 mil- 
lion jobs and $24 billion in rev- 
enues by 2008. E 
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BPO 


Language Niches 


Pisin morning, Milind Godbole drives 200 km from 





Irvine, California, in the US, to Tijuana in Mexico. In the 
evening, he drives back. Godbole has himself chosen 
this routine. The quality of life is better in Irvine, but his job 
takes him across the border. He heads a Spanish language 
call centre of the Bangalore-based MsourcE in Tijuana, 
where Spanish skills are 35-40% cheaper than in the US. 
MsourcE’s parent MphasiS BFL opened the centre on 1 
February 2003. Till then, it couldn't handle Spanish calls for 
US-based clients from India. But when an MphasiS-spon- 
sored study by the University of California chose Mexico as 
alow-cost destination for this, the Tijuana centre was set up. 
Indian companies have finally started tapping non-Eng- 
lish BPO. Globally, it's a $200-billion opportunity annually. 
Languages that provide a big opportunity include German, 
French, Spanish, Japanese and Chinese. Already, many 
clients are requesting Indian firms to service non-English 
markets. One reason for 
this is that it derisks the 
strategic model (See ‘Be- 
yond The Borders’). 
Indian companies can 
have a headstart over 
firms from other nations 
as India is known as the 
BPO workshop of the 
world. Some of the non- 
English BPO business may 
even be a rub-off from ex- 
isting English business. 
Nearly 18% of Americans 
speak Spanish. Also, His- 
panics are gaining more 
influence in US society. 
Indian firms looking for 
business in the US will have to acquire Spanish BPO skills. 
Back in Bangalore, Progeon CEO Akshay Bhargava is ne- 
gotiating a six-language deal with a foreign client. 
While 80-90% of the job is in English, the rest in- 














Derisk, says Daksh’s Aggarwal 



















Beyond 


HILE non-English operations is one reason why In- 

dian companies are spreading geographically, dis- 

persing the location risk is another. BPO clients in- 

creasingly insist on disaster-recovery back-ups or 

mirror sites from where the operations can continue 
uninterrupted in the event of a disruption in India. Even those 
who don't have their own centres in other places need to have 
tie-ups for disaster management. For instance, the 1,400-man 
Bangalore-based Hinduja TMT (Telecom, Media & Technol- 
ogy) has an arrangement with the Philippines-based CCTL. In 
fact, Hinduja TMT is thinking of buying a company in the 
Philippines. The president and CEO of Hinduja TMT, R. Mo- 
han, says: “It will give us additional back-up and also provides a 
comfort level to existing and potential customers.” 

Similarly, Progeon is thinking of setting up a centre in East- 
ern Europe to service a potential client. CEO Akshay Bhargava 
says: “The quicker you spread out, the better it is from the point 
of view of completeness of services. Also, the single biggest is- 
sue is to address the perception of risk in the mind of the cus- 
tomer. A multicountry operation mitigates that.” 

Let’s take a look at the opportunities various destinations 
offer in terms of setting up English-speaking BPO facilities to 
derisk India operations. 


The Philippines 


The country’s outsourcing revenues are just $350 million com- 
pared to India's $2.3 billion. But the land of the ‘I Love You’ virus 
has some talented software engineers who speak English and 
are familiar with American culture. A former US protectorate, it 
has an excellent telecom infrastructure thanks to the US mili- 
tary’s Clark Air Force Base and Subic Bay Naval Station. The US 
military pulled out of the Philippines 
in 1992, but left behind the strong 


volves European languages. “We are looking at a 
centre in Eastern Europe,” says Bhargava. Noida- 
based HCL Technologies BPO Services offers 
seven languages from its 700-people centre (ac- 
quired from British Telecom in 1999) at Belfast in 
Ireland and another one in Malaysia. 

Naysayers feel Indian firms must establish 
themselves in India before spreading elsewhere. 
You can run a Portuguese call centre from Goa ora 
French call centre from Pondicherry. But such 
centres will be small and face difficulties in scal- 
ing up. Also, non-English labour is 25% more ex- 
pensive than an English workforce. So, in terms of 
language costs, it is cheaper to set up centres in, 
say, Mexico or Eastern Europe. Gurgaon-based 
Daksh eServices has 75 people on transaction- 
based processes in French and German but finds 
it hard to offer languages due to limited talent. “To 
derisk, you have to go out,” says CEO Sanjeev Ag- 
garwal. His choice? The Philippines, maybe. 


i 

f Gartner’s Chohan says 
near shore presence 
will help.bag-big orders 































































HEMANT MISHRA 


telecom backbone. 

Cost savings are about 30-50% 
over the US operations but wages are 
nearly 12% more than in India. Ac- 
centure has a facility in the Philippi- 
nes; AOL-Time Warner, Barnes & No- 
bel Online and Federal Express have 
call centres there as do Caltex, AIG, 
Amex, Citibank and Procter & Gam- 
ble. ICICI OneSource plans to set up 
acentre in the Philippines by 2004. 

The Philippines is known for low 
attrition rates. Compared to India, it 
has fewer people (population: 81 
million) and higher labour costs. 
P&G set up a 650-people accounting 
service there almost three years 
back. The Philippines is ideally 
suited for such processes as it has 
plenty of accountants trained in US 
accounting standards. But then, 
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ramping up is a problem. Asa 
result, nearly all facilities have 
under 1,000 people. 


Canada and Ireland 


The biggest advantage that 
these English-speaking coun- 
tries offer is their similarity to 
the US — in terms of people 
and culture. They also have 
good infrastructure and low 
economic and political risks. 
Ireland has a labour force 
of just 1.8 million and profes- 
sionals are expensive ($23,000 
per year against $2,500-5,000 
in India). Canada’s advantage 
is low real estate prices and 
‘low salaries compared to the 
US, but they are high com- 
pared to India. Vis-a-vis the 
US, clients can save up to 25% 
in Canada. Canadian villages 
are also well suited for 200- 
300-people operations. In In- 
dia, savings are higher but US 
firms feel reduced risk is 
worth the-extra money. 
Canada is suited for com- 
plex businesses that require 
proximity to the US. It has su- 


perior employee retention rates and BPO experience. BP | 


Amoco, Siemens and Compaq have opted for Canada. Com- 
paq realised 15% savings by locating five call centres in Canada. 
Keane Inc., CGI Group, DMR Consulting Group and Unisys 
Canada also offer near-shore options. Keane has acquired 
CMM Level 4 certification for its Halifax, Nova Scotia facility. 


Brazil and Mexico 


Mexico or Brazil have an edge because their time zones are 
similar to the US and they are also close to the US. Also, labour 
costs are low (around $1,300 per annum). But proficiency in 
English is poor and skill levels are very low. Thus, scalability is 
the major concern. They are, however, ideal for operations like 
document management that require proximity to the US. 
Brazil's strengths include huge investments in IT and tele- 
com and a large low-cost labour pool, which is cheaper than 
Mexico's. But Mexico's forte is Spanish language skills. US com- 
panies have saved 25-40% by outsourcing their work to Mexico. 


The Borders 


What are the other low-cost BPO destinations in the world and why it 
makes sense for Indian companies to be there 


The World Of BPO 


LIMITATION 


ow attrition 


Understand the US; a 
high-end skills 


Time zone similar to 
Europe; 25% cost 
saving, good for 
niche work 


0% cheaper than 
he US; Spanish skills 




























In March 2002, AOL- 
Warner set up shop in M 
to serve Spanish-speak 
clients. Federal Express 
and Computer Sciences ( 
poration also have BPO ui 
in Mexico. x 

However, ‘Mexico: lac 
technical and mathemati 
skills. But for low-cost, low 
maintenance data-entry typ 
of work, itis the best bet; 


China 


China's greatest strengi 
low-cost labour (similar to 
dia’s), which attracts compa 
nies with high-volume wo 
and transaction-based busi 
ness processes, Microsoftan 
HSBC have BPO centres the 
{and in India too). China 
provide Japanese and As 
language capabilities. 
crosoft has invested $750 1 
lion in R&D and outsow 
in China over three ye 
HSBC opened a BPO centre i 
1995 to handle account main 
tenance. In June 2002, ii 
added another facilityin Sha- 
nghai which employs 200 people. With China pushing English 
language in both schools and colleges, for Indian BPO compas 
nies, it could well be the next destination worth exploiting. In- 
terestingly, MsourcE is looking to set up acentre in China. 


South Africa 


South Africa is emerging as a hot BPO destination becauseit 
has a time zone compatible with Europe and a 17-million. 
strong labour pool (compared to India’s 270 million). The gov. 
ernment’s support to BPO activities and a robust English 
based education system are attractive propositions for: 
firms to move their operations to this nation. Computer $ 
ences Corporation has set up a facility in South Africa. Costs 
about 25% lower than in Europe. But skills are not as easi! 
available. Dimension Data, a South Africa-headquartered 1 
services company, runs call centres in six regions and has had 
centres in South Africa since 1996. It has just set up a 800-seat 
call centre for a. US customer. a 


_ More expensive 
; — than India; small 
_ talent pool 


__ High costs 


Skill shortage 


No English 
capability as yet 


Poor infrastructure; 
corruption; 
language 


Small talent pool; 
high costs 

Good only for low- 
end jobs 
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SURENDAR & VIKAS DHOOT 


T was the afternoon of 21 July. Things were going along 
< fine. The stockmarkets had been on a roll for weeks. Would 
the rise continue? Many traders had their eyes focussed 
on the stratosphere. And then, the ground shifted below 
their feet. A selling fury sent the bellwether BSE Sensex 
tumbling by 78 points. There had been signs of instability 
™ in the two previous days, but the recent rally had lulled 
nost players into dismissing the early tremors as mere ‘correc- 
tion’. The market continued to fall the next day as well and the 
Sensex lost 167 points in those four critical sessions. That’s 
bout half the gains notched up in the previous 12 months. 









eter out the way dozens of others have in the last five years? 

_ Step back a bit from the current excitement, and you'll see 
that there are reasons to believe that the new gloom should be 
miporary. The market is up 10% from the last year’s level. Dur- 


-22 July 2002 
3153.34 

- Poor monsoon reports 
prompt fresh selloff 






© That uncomfortable question crashed back into Dalal | 
Street's collective consciousness: Is the party over? Will this rally | 


ing this rise, the Sensex hit a six-year low in October, but recov- | 
“ered lost ground (and more) soon after the Budget in February. + 


is this Rall 
all Bull 


Or will it last 
longer than the 
others in the 
_ past five years? 








The Fils splurged more money than they ever had in the past, 
and they continue to do so. Last week, even as the market fellon 
four consecutive days, Fils actually brought in a-net Rs 33.4 
crore into the market! Says Enam Securities head of research 
Ajay Bhatia: “The fall in the Sensex is a sign of strength and not 
weakness. Consolidation, rather than a steep rise in the market 
index, will be the base for a strong bull run.” , 

To understand Bhatia better, we have to look at the Sensex 
movement during the last seven months. Wher the market hit 
its bottom last October, most corporate recast stories playing 
out today were well known. Big companies like Tata Engineer- 
ing had already turned around. Prices of industrial commodi- 
ties like steel were on their way up after many years. Demand 
for cement was good as a result of the huge road project under- 
taken by the government. í 

Yet, the Sensex sank. Two factors drove it down. First, the 
poor monsoons. Second, the stars of the recent past, the do- 
mestic pharmaceutical companies, turned in poor results as 
they did not have big wins in the US market, unlike the year be- 
fore. In other words, the markets remained weak not because of 
poor fundamentals, but for lack of any active buying interest. 


y 


p 












28 Oct 2002 
2834.41 
Six-year low 
as drug 
companies 
post poor 


results 
Ik 
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There were enough triggers even then. In November, the 
government passed the Securitisation Act to help banks re- 
cover their bad loans. The government allowed companies to 
restructure their loan portfolio if a majority of lenders wished 
to do so. By any account, these measures were good news for 


the market. HSBC Asset Management director and chiefin- | 
vestment officer Sanjiv Duggal, who floated their first offshore | 


fund in November, says: “We knew all the way that the Indian 
firms were on the right path and the valuations were cheap.” 

Enam's Bhatia is also convinced. In a recent report he says 
the Indian market is in the throes of a long-term bull phase, 
similar to the one in the US in the early 80s. Bhatia explains that 
in the early 80s, US companies were ina spot after competition 
from Japanese companies drove down their profitability, Just 
like a Tisco or ACC now, US companies cut costs and restruc- 
tured their operations to get back into profits. 


Around the same time, interest rates also weakened in the | 
US, leading to expansion in housing and private consumption. | 
He feels that the Indian economy is also ina similar cycle. Ifthe | 


first wave of profitability was caused by falling interest costs 
and restructuring, Bhatia feels that the next round will come 
from demand growth for products and services. 

That's almost the refrain of many other market gurus (See 
‘GuruSpeak’). Contrarian investor and manager of India Capi- 
tal Fund Marc Faber says: “India has 15% of the global popula- 
tion and there is opportunity everywhere. With the successes of 
Indians and Indian businesses abroad, the global outlook on 
the country is more positive than (it was) a few years ago.” 

Reasoning like this is attracting a new breed of FII investors 
this time around. The Singapore government is investing its 
provident funds in Indian stocks and so are other active new 
_ funds from New Zealand and Australia. According to sources, 
` ABN Amro AMC has put in $800 million of its long-term funds 
into the Indian market for the first time. HSBC's offshore India 
fund has grown to $170 million. Duggal 
says many of the new investors in the 
fund have a long-term view on India. 

But is FII money enough to sus- 
tain a rally in the markets? Last 


© steep drop in Sensex happened af- 





10 Apr 2003 <- 
3035.33 
Infosys 
announces 
depressed 
earnings and 
profit warnings 


week, say market watchers, the | 


i 
f 
i 








| boom. 


20 Mar 2003 
3192.93 
Big FII 
inflows 
begin 





STOCKMARKETS 


ter nimble-footed hedge funds moved out. Mutual fund 
remained net sellers as most Indian high net worth indi 
cashed in on their gains so far. Says Faber: “The real infl 
the economy should not be measured by portfolio in 
ments, but by direct investments. That will be the next gr 
driver and will spur another round of investment opportu 
Says emerging markets guru and Franklin Templeton Singa: 
pore managing director Mark Mobius: “The India story is fai 

from over and the current valuations are still cheap.” 

That does not mean that Fils won't sell on every rise, exc 
fund managers like Duggal do not see it happening at the mo- 
ment. He says that the Sensex's rise so far should not De 
counted as a rally, but as a blip. “The Sensex is at just 
about the fair value of the market and, so, the sud- 
den spurt in the last few months should not deter 
long-term investors.” 

There are other positives too. Unlike earlier, 
UTI is no longer a forced seller. After its collapse 
in 2000, UTI sold $1 billion worth equity each 
year. That’s $300 million more than all Fil y 
investments last year. 

So, is the big fall on Monday just a 
blip? It is hard to predict Fils, but ifthe |, 
global fund managers are to -be be- 
lieved, then there is only one way 
for the market to-go: up. But itis 
not going to be easy. In April, the 
Sensex fell hard when Infosys is- “ 
sued its famous profit warning. 
Even the Flis withdrew a lot of 
money that day. 

There could be other such 
surprises (See ‘What Can 
Spoil The Party’). More such 
bad news will prompt re- 
tail investors to stay away 
— inflows into equity 
funds are still very low. 
That is sure to hold 
back any runaway 

| 





































17 June 2003 
3431.03 

Single largest net 
Fil inflow in a day 








gone 


5 Apr 2003 
2997.38 Te 
Single largest net FII outflow 
in a day (Rs 278 crore) 
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What can Spoil 


Five things that can put the 
brakes on the good run the 
stockmarket is experiencing 


T. SURENDAR & VIKAS DHOOT 


The uncertainty of elections 


[> India, the stock- 





markets have always 

weakened on the eve 
of elections and, hold 
your breadth, there are 
quite a few coming up 
in the near future. Mad- 
hya Pradesh, Ra- 
jasthan, Delhi and 
Chattisgarh go to the 


DINESH KRISHNAN 


polls in November/ December this year and it will be the Union | 
government's turn in the middle of next year. It is not always | 


who comes to power that matters, but the habit of incumbent 
governments of slowing down the reforms process that affects 
sentiment. Despite the government's success in the divestment 
of the state-owned Maruti, the schedule for others like Nalco 
and HPCL are still uncertain. If some of state elections go 
against the ruling BJP coalition, not only will reform projects be 
spiked, but the government may resort to desperate populist 
measures to stay in power. Already, the labour minister has de- 
cided to retain EPF rates at an unsustainable 9.5% as against 
gilt rates of 6%. Value-added tax, which will make companies 
like Telco’s manufacturing costs less than that of Chinese firms, 
may not even see the light of day. 


A tech stock sellout 


EMEMBER  mid-1999, 
Rire respectable mutual 
funds sold respectable 
companies to buy not-so-re- 


Then funds like Prudential 


multinationals like Smith- 
Kline Beecham to buy mo- 
mentum stocks like Satyam. 


‘defensive’ FMCG stocks 
dragged down the perfor- 
mance of their funds and they 
could not draw more in- 








spectable technology stocks. | 


ICICI sold stocks of blue-chip | 


the Party 





vestors. There was nothing wrong in that strategy, only that if it 


| is repeated now, it could happen to technology stocks. 





| ISCO is going to 
invest Rs 2,000 


| ducing and selling 
| over 90,000 cars per 





The logic was simple. The | 


In the last six months, when Old Economy stocks have 
moved up rapidly, technology stocks have not performed well. 


| More specifically, technology sector funds have seen their net 
| asset values languishing while those of diversified funds like 


Franklin Templeton Bluechip Fund or Alliance ’95 have raced 
ahead. Emerging markets investors like Templeton’s Mark Mo- 


| bius say that the technology companies will continue to face 


margin pressure. 

Ask Raymond James CEO Bharat Shah also feels that the 
rerating of tech stocks is not complete. So what? Today, tech- 
nology stocks still command respect as can be seen from the 
volumes in these stocks. Now, if mutual fund managers sell 
technology stocks to switch to other sectors, sentiment could 
worsen. Remember, investors hold significant quantities of 
tech stocks bought at high prices during the previous rally. 


Capacity expansion 


crore to add a 
million tonnes of 
capacity. Tata Engi- 
neering is nearing 
full capacity pro- 


annum. At the cur- 
rent growth rates, 
its paint shop capacity will be exhausted in a year’s time. As- 
sembling capacity can be tinkered with, but a new paint shop 
of economic capacity can cost them as much developing the 
Indica— Rs 400 crore. 

The story is no different in some commodity sectors like ce- 
ment, aluminum and copper. In each of these cases, plants are 
running at full capacity. Many of Gujarat Ambuja’s plants are 
operating at over 105% for many months now. Similarly, auto 
ancillary companies are gearing for new export demand from 
global majors like Delphi even as the domestic markets are 
booming. The Delhi-based Anand group is considering new in- 
vestments to meet the demand. The same is the case with tex- 
tile exporters. Analysts expect that many of these companies 
will borrow cheap funds to expand capacity and end up paying 
more interest in the short run. This will depress profits and 
bring down earnings. 





MAGAZINE OF THE NEW ECONOMY f 38 $ BUSINESSWORLD 4 AUGUST 2003 





Global market movements 


HIS his is a double-edged 
Tors for the Indian com- 
panies. If the US economy 
continues to perform badly 
and the dollar depreciates 
further against the Indian 
rupee, the Indian export- 
ing sector will be affected 
badly. That enlists three 
important and “hot” sectors 
— software, textiles and auto 
ancillaries. 
Some industrialists expect 
the rupee to fall to Rs 40 against the 
dollar. If that happens, while Infosys 
Technologies will get the same dollar amount for its services, 
will have to pay the same salary to its employees, but will get 
fewer rupees from these dollars. In other words, as the rupee 
strengthens, the margins for exporters will be squeezed, 

The benefits of the popular themes of the current stock 
prices increase — outsourcing — will stand blunted. On the 
other hand, a recent report by investment bank CIBC World 
Markets says that the global markets, especially the US market, 
is on a recovery path in an “early to mid-cycle phase” on earn- 
ings anticipation. According to the report, there is early evi- 
dence in recovery of small to mid-cap stocks — in the Nasdaq, 
in growth stocks and in the Japanese equity market. 

The CIBC report is quite optimistic about the major US in- 
dices picking up in 12-18 months — it expects the S&P 500 to 
rise by 25%, the Dow Jones Industrial Average by about 15% 
and the Nasdaq by 43%! 

Says a fund manager: “Ifthe signals of US recovery become 
any stronger, FIIs will move their investments out of the Indian 
market to the home market.” While that may be a cause of real 
concern, in the same report, CIBC also says it is in favour of 
clients holding an “overweight position on Asia for longer-term 
growth, particularly due to domestic growth and global com- 
petitiveness in India and China.” 


Disinvestment of PSUs 


T= Maruti IPO was an expensive issue by the standards ofa 






small investor. Investors needed to pay Rs 12,500 to buy 100 

shares of the company. Yet, about 2.5 lakh individuals sent 
in their applications for shares and a substantial number ap- 
plied for 1,000 or more shares. The evidence is clear: small in- 
vestors are not averse to subscrib- 
ing to expensive IPOs of PSU 
divestments even though they are 
thinking twice about putting their 
money in the secondary market to 
buy shares. The public portion of 
the Maruti issue was oversub- 
scribed 8.92 times. The impending 
issues of National Aluminium 
Company, Hindustan Petroleum 
Corporation and Indian Oil Corpo- 
ration are expected to be worth 
much more and can suck out a big 
chunk of retail funds from the sec- 
ondary market. a 
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The small big driver 


HEN HSBC Asset Management India launched its 
W equity fund in December 2002, it managed to 

collect only Rs 34 crore. Today, the fund's net as- 
set value has appreciated 40% and it now manages Rs 150 
crore. The inflows have been steady. “When we launched 
the scheme, we knew that the fair value of the market was 
much higher, but there were no positive triggers. The Indo- 
Pakistan peace process and the Maruti Udyog IPO changed 
that. And the Flis started rushing in,” says Sanjiv Duggal, 
chief investment officer of HSBC Asset Management. 

Other equity mutual funds, too, are seeing new money 
seep in. But whose money is it? Currently, it seems that it is 
the high net worth investors who have joined the stock 
party. “Major corporates are also becoming interested in 
equity funds,” says Sandip Raichura of Cholamandalam 
Distribution Services. But is the small investor back? Retail 
investors tend to watch from the sidelines for the first six 
months of any rally. Then they jump in. The ‘I missed the 
bus’ feeling usually gets them early, 
but translates into investment deci- 
sions quite late. But their participa- 
tion is as important as that of an Fil 
or an HNI, if not more. 

“Local flows are very important 
for any rally to sustain itself, but are 
not really visible yet,” says Duggal. 
Mutual fund managers are very op- 
timistic though — in the latest Mer- 
rill Lynch domestic fund managers’ $ 
survey (See page 40), all of them ex- 3 i 
pect domestic flows to be positive £ 
for the next three months. z 

For an industry which has only 
seen flight of capital for the last three years, starting from 
the tech bloodbath in March 2000, this may be a vital turn- 
ing point. The negative trend has indeed reversed since 
April this year. From February to May 2003, equity fund as- 
sets grew by 49%, while the erstwhile favourite — debt 
funds — grew by 17%. Cholamandalam has seen more eq- 
uity interest among investors in the last three months than 
all of last year. But, at a retail level, it's still marginal. 

“People who've been trading regularly are increasing 
allocations. But there are no completely new investors 
coming in,” points out Taib Securities’ Chandan Desai. And 
that is where the real problem is. The mutual fund industry 
hasn't been able to grow India’s investor base at all, ex- 
cept when they hyped their IT sector funds. 

Last week, Sebi chairman G.N. Bajpai held a meeting 
with the CEOs of mutual funds to brainstorm on how retail 
participation can be increased. Efforts have been made in 
the past too, but funds have to do some collective soul- 
searching if things have to change. And that may be vital 
to the future of this rally. Li 
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- GuruSpeak 





Has global investors’ perception of India changed significantly? 


a ‘There are millions of opportunities in India’ 


proved and, for the foreseeable future, 

growth will be more stable and sustain- 
able compared to Western Europe and the 
US. The legal environment is improving... 
India finally realises it has to do something 
in terms of moving ahead with reforms. In- 
dia has a very bad reputation with bureau- 
cracy. Some cities — Hyderabad and Ban- 
galore — have improved dramatically. FDI 
is coming in with offices being set up and 
employment being generated. Other cities 
have got attuned to this reality. Unless, they 
want to miss out, they have to shape up. 

A number of years ago, a large number 
of Indians went to the UK and the US to 
study. Some have come back and some are 
in the government. They have learned that 
when the environment is free, business and 
economy can boom. Those who are still in 
the US are coming back to invest in India as 


| N general, the (Indian) economy has im- 





( 


Marc Faber, a.k.a. Dr Doom, 
contrarian global investing guru. 
In his latest book, Tomorrow's 
Gold — Asia's Age of Discovery, he 
writes that Asia's three billion- 
strong population will have a 
profound effect on the world, 
cautioning that today’s richest 
cities and clusters of wealth are 
unlikely to retain their exalted 
positions in the future. 


India can make a lot of agricultural products 
with export potential. 

After the Asian crisis of 1997-98, inter- 
est in emerging markets diminished very 
significantly. Between 1998 and last year, 
the flow of funds to emerging economies 
has been negative. Today, the same in- 
vestors look around the world — the US 
has a lot of problems like its current account 
deficit, lack of manufacturing growth, etc.; 
Europe, with its large dose of socialism, is 
experiencing difficulties with growth. So, 
investors looking for growth are looking at 
China for its manufacturing, Russia and 
Latin America for their resources, Thailand 
for its tourism. When it comes to outsourc- 
ing services, the attention turns to India. 

In hi-tech and research areas also, top 
businessmen are Indians. The Indian market 
has lagged other Asian markets. So far, this 
year, Thailand and Korea have gone up by 


there is no growth in developed markets. 
But they still have cumbersome state procedures to deal with. 

(However) there is a change in (bureaucratic) attitude. A 
lot of Indian officials visit China and see the unbelievable de- 
velopment that's taken place in Shanghai. And then they re- 
turn and see Mumbai, where nothing has changed in the last 
60 years... they just have to wake up! 

India is a billion person economy. That is 15% of global 
population. There are millions of opportunities — in big cities 
and small cities, IT services and outsourcing, manufacturing 
for local markets and for exports. Some of the Indian corporate 
groups are very cash rich, they can expand. Multinational cor- 
porations can also take advantage of the local market. 

But because of government controls and 16th century 
laws, opportunities are being missed. A country the size of In- 
dia has unbelievable natural resource wealth. But laws on 
mining rights prevent it from being tapped. 

India has also started to produce wines and (though) | 














40%, while India has only gone up 10-11%. 
Smart money is bound to flow to India. 
It's difficult to say which is the most attractive country 
among the South-east Asian markets in the long run. But I'm 
very optimistic about Asia. From Pakistan to Eastern Russia, 





_ from Northern Mongolia to New Zealand, a very large Asian 
| bloc can exist in the global economy and can co-operate, cre- 


ate an economic trading zone, even have a common currency. 
In life today, where's long term? For some people, even 

one hour is long-term. The world has moved from real econ- 

omy to a financial economy. The US GDP is $11 billion. The 


| size of its financial debt market is $32 trillion (and) the equity 


market is $12 trillion. This is four times their nominal GDP In 
India, the financial economy is still smaller than its GDP 
A lot of money is slushing around the world, moving from 


| one country to another, one currency to another, one asset 
| Class to another. People buy, people sell. The purpose of stock 


markets is to create liquidity. If you have proper regulations, 
tay tasted them, some people tell me they are quite okay. | the market will not suffer. a 
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that have taken place across a num- 

ber of Indian industries. This has the 
potential to drive up earnings growth over 
a sustainable period of time. The engineer- 
ing and auto industries have, in particular, 
cut costs, improved operational efficien- 
cies, delivered better products and started 
targeting new exports markets. Pharma- 
ceuticals is another industry which is 
geared up for strong global growth. Bank- 


T HERE are genuine structural changes 


Mark Mobius, 


esting that the Indian economy is bottom- 

ing out, yet the companies geared for this upturn are in a 
much stronger financial and operational position. We think 
these factors will bring buoyancy to the market. 

Tech stocks remain significant in India and that is reflec- 
ted by their high trading volumes. The important factor is in- 
vestors are beginning to realise that tech stocks should be 
valued like any other. So, growth and valuation parameters 
have to be realistic. On the whole, the tech sector will re- 
main a major component of our equity market as it remains 
a major Indian success story with sustainable longer-term 
growth potential. Weaker tech companies will be ignored by 














‘Valuations for the Indian market are still low? ` 


their clients, who will concentrate on the 
stronger ones. The focus will remain on the 
larger companies that can ride out the weak- 
ness in the sector and ready themselves for 
the upturn in the business environment. The 
present conditions are also attractive for 
M&As, which will lead to consolidation. 

The major factors (that can affect the 
rally) remain political. Elections are due in 
2004 and this has the propensity to slow- 
down reforms. But it is interesting to note 


ing is going through a process of reform ug at i that after the success of the Maruti IPO, the 
and will benefit through a growing econ- -is the president of eight global government is pushing its privatisation pro- 
omy and stronger retail lending. Overall, Franklin Templeton funds and gram through the equity markets 

the balance sheet of most Indian compa- managing director of Templeton Valuations for the Indian market are still 
nies are getting stronger and generating Asset Management, Singapore. He low, Also, the soft interest rates means eq- 

more free-cash. The interest rate scenario is fas worked 30 years in Asia and uity investments take on more significance. 
also expected to remain benign. It is inter- other emerging markets. Corporate earnings are also expected to 


grow faster in the foreseeable period. India 

is slowly improving its policies and infrastructure to attract 
longer-term FDI. A strong rupee will also catalyse FDI. The 
stronger currency will also help the domestic market to grow 
and lead to rising consumption levels. This will provide further | 
scope for higher investment. In terms of services industries | 
and value-added skills in industries such as IT services, phar- 
maceuticals and now, more so, engineering/auto, India’s ca- 
pabilities are already matching global standards. 

Hence, there is no reason why India will not be the prefer- 
red outsourcing destination for many value-added industries 
the way China is for large-scale manufacturing. 























enough in recent years and the reasons 

for not following it are practical. We 
check every six months or so with our cus- 
todians on the current bureaucracy on FII 
status. They have continued to report that 
it is an expensive hassle. And that trading 
and settlement remain painful thereafter. 


| HAVEN'T been following India closely 


in India in the past have been tax distor- 


‘China is more practical for non-specialist funds’ ; 





Claire Barnes g 


We have looked at some participation China — through companies listed in 
notes, but have not so far been comfort- manages Apollo Investments‘Asia Hong Kong, Singapore, Taiwan, New York, 
able with the counterparty risk and legal Fund. She is also the authorofAsi- = etc, There may have been some positive 
terms on those which we have seen. The aey ae a ihe changes in India, but before one gets as far 
offshore instruments, GDRs, etc., are very resente A aids Eo as considering macroeconomics and busi- 
limited and not particularly appealing. ; made an attempt to set up a small ness-specifics, China is just a more practi- 
Other serious disincentives to investing India fund for Apollo. cal proposition for non-specialist funds and 





tions leading to poor overall capital alloca- 
tion, the double taxation of dividends to 
foreigners, and the capital gains tax uncer- 
tainties. Foreign investors are yet to appre- 
ciate if the situation has changed and (if it 
has) should then do some reassessment. 
There are a wide range of options for 
investing in companies doing business in 








individual investors. | j 
J 
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What is on Fund 
_ Managers’ minds? 


Highlights from the latest Merrill Lynch India domestic fund manager survey may give you some insights 
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Training The 
Top Brass - Il 


Of course, there is a generation gap! Older mana- 
gers look at situations as static while trainees 
have been taught that all situations are dynamic 








MEERA SETH 





This is the second part of a three-part case study. Part I discussed 
the initiative that a team of management trainees (MTs) take 
while doing a project and their frustration when the manage- 
ment rejected their findings. Part III leads Eleck’s top manage- 
ment out of its ivory tower. 


IPPUN Khemka walked towards the lifts, com- 
pletely devastated. After three nights of working 
non-stop on a financial proposal, he had just been 
told that it was all ‘academic’. To add insult to injury, 
Vishal, the executive assistant to the CEO, had left a 
Post-it note on Nippun’s table saying: “Trust the 
CEO's gut-feel. The plant has to come up in the East. 
Please make sure we discuss NPV and IRR results 
ONLY. We meet Guha at 10.” The frivolity of it all shook his seri- 
ous young mind. Nippun had tried to reason with Vishal, but 
suddenly the whole thing seemed like an exercise in futility. 
Trying hard to put it all behind him, Nippun decided to go to 
the booth round the corner and speak to his sister, who was a 
software engineer in a firm in Bangalore. Although she was 
three years his junior, he knew she would understand. 

The lift doors opened and out stepped Stanley Ribeiro. 
“Sorry, sorry, I am running late, my car broke down...,” he went 
on and then seeing Nippun’s worn face, he stopped himself. 
“Where are you going, my friend? Come with me, you know we 
are meeting Guha at 10!” Nippun was at a loss for words. Un- 
sure, unclear and unable to speak, he thrust his hands into his 
pockets and shrugged — wanting to speak, yet not sure if he 
should. Presently, Vishal came running. “Hey Nip, don't go!” he 
said. “Hang on, we can talk, you idiot!” 

Ribeiro gave Vishal a withering look and said: “So you are 
behind this young man’s unshaven face! Off with you, and 
check with marketing if they have launched any shaving cream 
recently... we need to put his face in order!” Then on a serious 
note, he put his arm around Nippun’s shoulder and led him to 
his room. Ordering tea, he nodded to Vishal telling him to leave 
them alone. Nippun was completely defeated by the situation. 
Ribeiro would pry it all out of him, he knew and Nippun really 
didn't want to have anything to do with this project anymore. 
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Then man to man, not addressing his doubts, Ribeiro said: 
“Every momentis a learning moment, Nippun. Turn your back 
to it, and you have lost an opportunity to learn sooner.” When 
the tea boy left, Ribeiro went on: “Nippun, management 
schools teach you how to manage complex business situations. 
So we have tools to manage situations that can be quantified. 
But management training is also the time when you learn to 
manage emotions. Because business situations come with 
people and people — silly fools that they are— come with emo- 
tions and ego. You agree that people are intrinsic to all situa- 
tions, don't you, Nippun?” 

For some unknown reason, Nippun's eyes misted. Running 





his hands through his hair, he bent his elbows and rested his | 
jaw on his palms, studying his shoe laces. Now Ribeiro spoke | 
upfront. “So you are disappointed that your appraisal of the | 


project has been flushed down? I could see it coming all along!” 

“More than that,” said Nippun, his eyes hot with pain, “it 
appears to me that there is already an agenda and whatever we 
MTs did did not matter at all!” 

“Do you know that for a fact, or are you going by Vishal’s 
words?” asked Ribeiro. “By the way, I was there last night when 
he put that Post-it on your table. And I thought then that you 
would have the sense to take that in your stride and defend 
your case suitably.” When Nippun did not comment, Ribeiro 
said: “We have not met Guha as yet; how will he know what all 
you have done, why and how, ifyou go away ina huff? Or do you 
think Vishal, if he makes the presentation, can do justice to 
your work of three months?” 

And thus they spoke for 20 minutes — Ribeiro pacifying 
him, urging him to stay focussed, Nippun impatient, annoyed, 
reiterating his views. Eventually, Ribeiro’s counsel prevailed 


and the cloud lifted from Nippun's mind. 
M excluded from Ribeiro's chat with Nippun, met Mehta, the 
chief financial officer. “Nippun is creating problems,” he 


said. “He has done some complex analysis and now wants to 
tell Guha that East won't work. Here are his papers.” Mehta 


EANWHILE, a confused Vishal, anxious that he had been 


| they all had gleaned that 
| their appraisal had run 


| has to deal with the distribu- 


looked at them briefly and then said: “Where are the initial NPV | 


workings where we found both options were equally good? 
Let's take,only those to Guha. Look he is not going to have the 
time for complex calculations.” 

At 10, Vishal and Mehta entered Guha's room to find Ribeiro 
and Nippun already seated. Nippun was setting up his laptop 
for the Power-point presentation and this alarmed Mehta. Just 
then Guha said: “I have studied the marketing, operations and 
legal angles. Evidently, East will be very viable. But let us also 
look at Nippun’s financials so that our note to the board has no 
gaps.” Before Nippun could begin, Mehta said: “There is no 
cause for worry on that either. Our NPV/IRR calculations are 
indifferent across both options.” But Ribeiro interrupted and 
said: “Let Nippun make the presentation anyway — he has 
something there.” 

Starting on the right note, Nippun said: “Yes, using just 
those basic tools, both options seem equally viable. But in my 





| have sent them a copy before I came 


opinion, NPV/IRR look at a static environment. While they are 


| good as enablers for decision-making, they are not very effec- 
| tive in dynamic environments. My point is that static numbers 


are fraught with risks because your assumptions may not stand 
the test of time. So I did a scenario analysis using 400 simula- 
tions to arrive at a probabilistic analysis of the situation that 
helps us see how risky our investment is.” Mehta shook his 
head and said: “Can you tell us in simple terms what you have 


| done?” Nippun nodded: “Very simply, what I have done is run 


simulations on IRR and NPV to evaluate the riskiness of invest- 
ments rather than take a static view.” And Nippun went on to 


| present his findings. Presently, he concluded: “The East is 
| riskier while the North is the safest. The plant should come up 


in Delhi.” 

Guha was acutely disturbed and looked sharply at Mehta. 
“Haven't you seen this before?” he asked. Mehta, who 
was very keen on helping Guha fulfil his Bengal 
dream, felt the pressure bearing him down. 
He said: “I cannot commenton this until I 
get our consultants to validate it. Yes, I 





















i: 


here.” Guha sat back and said: 
“Then we are wasting our time 
now. Let us meet after you are 
sure with your numbers.” 
That evening Nippun 
met the other MTs, Varun, 
Anil and Sandeep. By then 


into rough weather. After 
all that they thought they 
were doing right, the 
management was well 
likely to shoot down their 
appraisal and worse, 
treat their efforts in jest. 
Breaking the gloom, Anil 
said: “What they are miss- 
ing out is that the frontline 


tion chain in the stronger mar- 
kets. The reality is different from 
emotion after all!” 

“Look, it’s not as if the financial 
data excludes this aspect, it’s all woven 
in!” said Nippun. “But the problem lies in 
the fact that this company has never used 
those tools before. It prefers to stay with tried and 
tested old ways. Mehta feels NPV and IRR are always 
smarter and stronger, but simulation techniques and proba- 
bility analyses only fine-tune our decision-making process! It is 
no more about whether 6% is better than 4% — simulation and 
probability analysis is way ahead!” 

The gloom of disappointment began to spread. Varun said: 
“There is more to all this than just numbers. Eleck is feudalistic 
in management style. I can see Mehta under great pressure — 
either his own creation or subtly impressed by his environment 
to toe Guha’s line of thinking. He feels compelled to please 
Guha. Yet I am not sure Guha is dogmatic about this.” Sandeep 
agreed: “Sometimes, people in the organisation also know 
what is right, but don't have the conviction to express it. Eleck 
seems to have that kind of environment. Mehta seems to be- 
long to the 1980s, when retaining one’s position took prece- 
dence over principles.” 
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“There is clearly a gaping generation gap in the manage- 
ment,” said Anil. “The older managers have become immune 


to change, so they suppress any suggestion of change! So they | 
look at situations as static while we have been taught that all sit- | 


uations are dynamic. They think that the markets will respond 
the way they had in the past!” Varun agreed: “The situation gets 
even more complicated because the older managers think that 
we are challenging their capabilities and their past knowledge. 
Can't you see that Mehta does not even want to look at what all 
we have done?” 

Overcome by frustration, Nippun said: “Okay, some do take 
time and I understand that; but then they take too long and 
miss the early-bird benefits of quick action! Take for instance, 
when the Internet came in as a technology that enabled service 

delivery, ICICI Bank lapped it up in a big way, but HDFC 
waited for 2-3 years. As a result, students on campus 
perceived ICICI Bank as a premium recruiter, 
while HDFC was thought to be staid and 
old-fashioned.” 

Anil who had been quiet for some 
time said: “Forget all that, guys! 
How do we manage this situa- 
tion? We in sales also went 
through a tough time putting 
our report together for this 

project. Initially, the sales 
manager in the East felt we 

were auditing his work! 

He held back informa- 

tion; even his sales team 
and secretary wouldn't 
divulge anything. ‘You 
are a trainee, why do you 
need all this?’ Kya yaar, 
this is really sad. He re- 
fused to take us for meet- 
ings where the issue was 
being discussed. He 
would say: ‘You don't have 
to be there. I will get the in- 
formation for you.’ He also 
made it tough for us to see the 
old files, access the databank 
and even talk to the customers.” 

Sandeep shook his head in help- 
lessness: “Yaar, this is not what we 
imagined at campus. Our professors 
taught us information was powerful for de- 
cision-making, but here I am seeing a new di- 
mension to the power of information — suppress in- 

formation to score a point!” Varun laughed: “Actually, we 
fresh graduates have this habit of spewing jargon and talking of 
strategy models which intimidates the senior managers. But 
Sandeep is right. When we were at campus, we used to assume 
that out there in organisations, people, processes and systems 
will be up-to-date like what they taught us at B-school; that cor- 
porate managers will be clever — full of theory and strategy. We 
used to think of corporate managers as highly-informed, living 
knowledge banks; at campus, when you are being taught all 
those new tools and methods, you imagine that the external 
world where you will soon be working is also like that — state- 
of-the-art, evolved. But Eleck has been a shock. There are not 
even enough computers! And worse, they don’t even use them 
efficiently. Many people here are not even computer literate.” 

Anil said: “I used to face this so often. Every time my boss in 





















the southern region where I did my initial stint needed to make 
a presentation, I was told to make it for him. That was fine with 
me, except for the fact that the guy would invariably find some 
absurd fault with it to put me down. He would say: ‘All these 
fancy things like a Power-point presentation are only gim- 
micks, they are of no use. The only thing that counts is experi- 
ence. Once you get there, you will not go for all this gloss’!” 

Nippun shook his head: “That is a very ordinary psycholog- 
ical thing; it is common among people who find that someone 
younger knows a new skill that makes him faster and more effi- 
cient, and then he feels wretched.” 

“Fair enough,” said Anil, “but then he has to make a shift 
from being a person to a professional, isn't it? They think that by 
so much effort, they have climbed all the way to the top and 
now there is nothing new to learn.” 

Nippun was sore by now. “The fact is that B-schools have 
far too sheltered an environment, where we are not taught 
about workplace politics at all, and ina company, it’s more of 
the politics! Call it baptism by fire! You know when they were 
deciding where to post the MTs, Mehta gave us a case study to 
examine, but the funny thing is that he made it clear what con- 
clusion he wanted! He told us: ‘I want to ‘judge’ your intellect 
through this debate to decide whom to post where.’ In essence, 
his conclusion was contrary to what another director wanted, 
so he kept asking: ‘Is he right? Does his decision make sense?’ It 
was almost as if he wanted us to agree with him! In fact, that’s 
how we realised these two are at war!” 


ing a report for a dealer study where I threw in Porter's Com- 

petitive Forces Theory. I was doing this study for Parag De- 
sai in supply chain; he circled it, and sent it to Raghav Mathur. 
God knows how many people read it, but when it came back to 
me it had 4-6 different pen markings and the one that really 
ticked me off said: ‘Humbug and Western ideas of no value. Do 
we want another Enron?’ 

“This was really the pits. Desai laughed and said to me: ‘All 
these new-fangled theories won't work here.’ And I said to him: 
‘But this five forces theory came way back in the early 1980s? 
What do I say?” 

Nippun knew all this — he had gone through all this — but 
now the memory of his analysis having been rejected came 
back like a bad dream. “Kya yaar, what was the point of all that 
effort?” he said. “If Professor Karnik had seen what we did, he 
would have been so proud! Isn't this exactly what he taught us? 
Find ways to solve... don’t accept what looks comfortable... 
challenge it, defy it... question what appears right and explore 
10 other ways to judge the situation? And we used Crystal Ball 
and all that, we got onto our college site and spoke to professors 
and they told us about Leela Das, who uses it, we tracked her 
and she told us about Abhay Bhardwaj who had a copy. 

“Then it works wonderfully for our evaluation, we find that 
the old tools are not fine-tuned enough, so we run 400 simula- 
tions and conclude that the old tools are not precise in their 
conclusion, and we present a very fine-tuned analysis. After all 


S ILENCE descended for a while, then Anil said: “I was writ- 
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that frenzy, what do they say? ‘All this is nonsense. This way, you 
will keep finding newer tools and this way, we won't get any- 
where. What a silly thing to say! And now they just go and agree 
to set up the plant in Bengal! This after we know itis not wise!” 

“Worse,” said Varun, “now we have to be party to setting it 
up there and pretend it is the best idea!” Agreeing, Anil said: “If 
we are simply expected to agree, what does the company need 
management graduates for?” And Anil went on to recall all the 
fine detail the sales team had gone through to fine-tune their 
report. They, too, went into the SEC data to try and assess the 
market size for their high-end products and, on finding that 
SEC data indicated a small market, they went into the field 
themselves and conducted surveys of customers. They con- 
ducted focus group assessments of the high-end products of 
customers sampled across the East, separate focus group exer- 
cises were carried out for SEC A and B; the focus groups for 
dealers were also carried out all by themselves with the help of 
friends from college. “Whereas left to itself, the company 
would have hired a research agency at a huge cost,” said Anil. 

“You forget the study of competing brands which we did us- 
ing conjoint and cluster analyses,” pointed out Sandeep. “But I 
must say we got a lot of help from the Kolkata regional office, 
which arranged the logistics.” Anil agreed; “Mercifully, we had 
the regional manager on our side. He told us: ‘I have a gut-feel 
that it may not be sensible to set up the plant now, but maybe 
after four years when the situation is likely to get better. But let's 
see, we cannot tell till we have research findings. Achcha hai we 
have you young fellows who speak such jargon that none of us 
understand but it does sound sensible!’ Kar ke dekho, even Iam 
interested in knowing what comes out... if nothing, it will give 
me a lead to how to tackle this market’!” 


what happened? Did our seniors manage to get an ap- 

proval for the purchase of Crystal Ball?” Sandeep grinned: 
“It was rejected; apparently, they were told, ‘it’s not the money 
but what use is another tool? They are all the same anyway.” 

Just then Raghu Iyer, one of the seniors. from Finance and 
an MT from the batch of two years ago walked into the restau- 
rant, spotted the foursome and came gushing with news. 
Thumping Nippun on the back, he said: “Bahut debate chal 
raha hai over your analysis. You know that Mehta had sent your 
appraisal report to Bright & Thakur for evaluation? It seems the 
financial consultants have also done just what you guys did. 
Apparently, B&T met with the biggies today and said NPV 
method is not good enough.” Raghu paused and called the 
waiter for coffee, but Sandeep grabbed him and said: “You 
loser, we are dying here, tell us the details, only then will we let 
you take even water!” Raghu laughed and went on: “They, too, 
did a simulation analysis using your primary data and have 
found that North is safer. So Guha prodded Vishal and Vishal 
asked them what tools did you use and B&T said they had used 
probabilistic analysis using some new software. Then Ribeiro 
said: ‘Our boys, too, did a probabilistic analysis using Crystal 
Ball and they came to the same conclusion as you.’ It would 
have been great to watch the look on their faces, seriously. Then 
B&T asked: ‘Then why did you not accept their analysis?’ and 
Guha said we were not sure if they were right. Apparently, B&T 
said: ‘Oh today, these new boys know things before they are in- 
vented! Trust their judgement!’ Abhi coffee pila!” 

“And where did you hear all this?” asked Nippun. 

“Oh, your good friend Vishal told me the story. He was look- 
ing very pleased,” said Raghu. gz 


N IPPUN kept drumming on the table, then said: “By the way, 








You can email Meera Seth at casestudymeera@yahoo.com. 
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ANALYSIS I: 
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going to see the light of the day and 

Guha et al will perceive the manage- 
ment trainees (MTs) with more credibil- 
ity. Nippun’s righteousness has been vin- 
dicated and it’s a triumph of the new in 
the battle between the new and the old. 
Ifindeed, Eleck has learned from this ex- 
perience a potential crisis has blown 
over. But the trauma created by the event 
will be remembered for a longer time for 
both good and not so good reasons. 

The good reasons are that there ex- 
ists some sort of intent, although not 
uniformly across Eleck, of accepting and 
giving importance to new techniques 
and plans. By paying attention to Nip- 
pun’s analysis, the company has demon- 
strated that the work assigned to MTs is 
nota sham. Through word of mouth, it is 
likely to provide sufficient motivation to 
MTs to be innovative. Also, the incident 
sends clear messages to Mehta and his 
peers that they need to keep up with the 
times and be aware of new techniques, 


$ O finally, Nippun’s analysis is indeed 





theories and practices. 

But for the management, this inci- 
dent should underline the need for ade- 
quate systems and practices to deal with 


aspirations and grievances of new em- | 
ployees — especially highly-talented | 
groups. If throwing tantrums is the only | 


way you can get the attention of the se- 
nior management, then resolution of 
such crises shall be based on chance. 
Also, each time one will have to make a 
bigger noise than the previous time, or 
else, one won't be heard. Most young- 
sters are impatient and will probably 
leave for places where they think they 
can be heard without too much effort. 
Young MBAs come with a variety of 





aspirations and expectations. These | 


come from their experiences in B- 


schools and interaction with peers, fac- | 


ulty members and seniors. Suitable 
mechanisms and processes need to be 
created to deal with these expectations. 
Also, a counselling or mentoring pro- 
gramme needs to bein place to deal with 
issues related to their work. Reporting 
managers must be trained to play that 
role effectively. For high posts, mentors 





management — through case studies, 
simulations, role plays, team teaching — 
the task of integrating these pieces of 
knowledge into a decision situation is 
left to the student. Thus, concepts of de- 
cision-making in capital budgeting are 
taught in the finance courses, presenta- 
tions in the communication courses and 
influencing processes in the course on 
organisation politics. It is only in real life 
that the student is likely to face the entire 
array of issues and deal with them in an 
integrated fashion — a prospect that is 
unfamiliar and daunting. While better 
classroom facilitation, having experi- 
enced students in MBA classes and sev- 
eral other techniques can mitigate this, I 
am not sure that it can be completely 
eliminated. This situation has led to cre- 
ation of a wide ‘knowing-doing’ gap 
among MBAs that is one of the primary 
concerns of MBA recruiters. They brand 
MBAs as too ‘theoretical’ — whatever 
that means — thereby frustrating the 
MBAs but not providing directions on 
what they need to do. 

Well-defined processes can help 
them deal with these issues. A process 


Well-defined processes can help deal with such issues. A 
process orientation ensures that a company bases all its 
decisions on facts and there is transparency which 
eliminates biases and ill-supported hypotheses 


must be identified from among the se- | 


nior management to ensure that they get 
fair treatment. 

In the cathartic discussion after the 
meeting with Guha, the MTs try to rec- 
oncile the differences between school 
and real life. Discounting all their ‘com- 
pany bashing’, their views seem to pro- 
vide some direction for management 
education and training. B-schools have 
increasingly sought to provide students 
with an opportunity to experience the 
real world where formal management 
theories and models could be applied. 
But the primary emphasis still revolves 
around content. Management knowl- 
edge has been sliced into subjects and 
departments, primarily from the point 
of view of ease and effectiveness of deliv- 
ery by experts on the subject. As the 
body of knowledge expands, more sub- 
jects are added. A few core courses and a 
large menu of elective courses have now 
come to characterise good management 
curriculum across the world. But limited 
attempts are made to integrate a subject 
with the larger body of knowledge in 





orientation ensures that they base all 
their decisions on facts and that there is 
a transparency which eliminates biases 
and ill-supported hypotheses. Once 
these processes are in place, they shall 
form the basis of induction training as 
well as on-the-job training. Internal 
trainers adept at using these processes 
can ensure knowledge transfer and 
these interactions can be mutually ben- 
eficial to the trainers as well the trainees. 
More importantly, these interventions 
should focus on reducing the ‘knowing- 
doing’ gap. Processes are usually con- 
tent-free. Thus, all knowledge possessed 
by the trainee from past experience, ex- 
posure, education, training, etc., will 
have to be focussed to deliver results. 
Youngsters react very negatively to 
situations where they perceive unfair- 
ness. Eliminating perceptions about un- 
fairness, prejudiced decisions, inade- 
quate opportunity or downright 
carelessness should be the primary fo- 
cus of the systems, processes and prac- 
tices that will to have to be inculcated. 
It's time for Eleck to introspect. Li 
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Prem Kamath is head of Management 
Resources at Hindustan Lever, where he 
has been working for 31 years. 


proceeded to bell the cat in his first 

meeting with Guha. He could do this 
because Ribeiro provided him practical 
advice that “management schools only 
teach you how to manage complex busi- 
ness situations by using quantitative so- 
lutions, whereas people being intrinsic 
to all business situations, require you to 
manage their ego and emotions”. This 
gave Nippun the strength to present the 
analysis in a calm and logical manner — 
but what if Ribeiro had not counselled 
Nippun? B-schools must ensure that 
students are ready to tackle the resista- 
nce they might face in companies. Hav- 
ing had no formal training in dealing 
with office politics, Nippun had nothing 
but the force of his professionalism to 
present the team’s analysis. Despite his 
disappointment at the turn of events 
and the certainty of their hard work be- 
ing thrown out of the window, Nippun 
stood his ground and explained how he 
and the team had used a sophisticated 
analytical tool with the requisite rigour. 

And Guha showed why he is CEO, 
calmly listening to Nippun’s argument 
against locating the plant in the East 
backed by a sophisticated analysis, the 
rigour of the 400 simulations leaving lit- 
tle doubt for error. Guha is willing to 


N IPPUN sure didn't flinch at all as he 





change his stance to make theright deci- | 


sion that will benefit Eleck in the long- 
term, but is disappointed with his col- 
leagues, Mehta and Vishal in particular, 
for not being able to adapt themselves to 
lead change at Eleck. To think that de- 
spite Mehta having sent the trainee's ap- 
praisal to the financial consultants 
Bright & Thakur, who conduct the 
analysis using the same tools and come 
up with an identical result, he still does 
not wish to go against Guha’s gut-feel! 


associate themselves with live business 
problems and here, alumni like Vishal 
can play the key role by influencing 


| CEOs like Guha to extend such an invita- 





If organisations want to transform | 


themselves and grow, they should go af- 
ter any pocket that resists change. Such 
a situation is not peculiar to companies 


like Eleck as there is ample evidence that | 


corporate dinosaurs are far from being 
extinct; perhaps there is a veritable Jura- 
ssic Park out there in business even to- 
day and it would do well for B-schools to 
prepare budding managers for the reali- 
ties of the corporate jungle. Perhaps, 
they should design a course that subtly 
teaches the most idealist amongst their 
students how to tame these dinosaurs! 
Also, companies like Eleck need to or- 
ganise training courses and workshops 





tion. Companies like Eleck can gain im- 
mensely by engaging B-school profes- 
sors as consultants and providing 
summer internships to their students. 
This simple arrangement would serve as 
an excellent platform for building a 
greater understanding between ‘the old 
and the new. 

In conclusion, a number of stereo- 
types need to be broken — fresh man- 
agement graduates should not be seen 
as people spewing jargon or using un- 
necessarily sophisticated decision tools 
while students, in turn, should not be 
disappointed to find that even senior 
managers suppress information, are not 
even computer literate and, what is 
worse, refuse to accept that young inex- 
perienced MBAs can bringin a fresh per- 
spective. The call for realism could not 
be stronger right now. Companies like 
Eleck must appraise and reward their 
managers, in addition to performance 
on the job, on qualities of leadership and 


Companies like Eleck can gain immensely by engaging 
B-school professors as consultants and providing summer 
internships to students. This simple arrangement will help 
build greater understanding between ‘the old and the new’ 


to teach their ‘old dogs new tricks’ by ex- | 


posing them to the latest analytical tools 
and decision support systems and bring 
them up to speed. However, as I had 
mentioned in my analysis of Part I, exec- 
utives at all levels must make it a habit to 
speak up, i.e., develop the courage to tell 
the truth at all times and, indeed, all em- 
ployees must be encouraged to do this. 
Professor Karnik hits the nail on the 
head when he says: “Find ways to solve 
(a problem) — don't accept what looks 





comfortable... Challenge it, defy it... | 


question what appears right and explore 
10 ways to judge a situation.” This mes- 
sage is too universal to be given only at 
B-schools — every employee in every 
company must live by it; which is why, I 
am choosing to stress it here once again 
to make the point. 

This part of the case also highlights 
the need for professors from B-schools 
to be more realistic about the level of ac- 
ceptance of sophisticated analytical 
tools by business and calls for greater in- 
teraction on their part with corporates. 
Of course, they will need to be invited to 





teamwork, i.e., the ability to develop 
their subordinates, influence people at 
all levels and to work in teams that keep 
the long-term interests of the company 
in mind. 

Leadership is not just about vision 
and strategy formulated by top manage- 
ment, but something that needs to be 
woven into the very fabric of the organi- 
sation through realism and rigour in ex- 
ecution. Today, a number of so-called 
sophisticated analytical decision tools 
have become available which mirror 
real-life that is full of uncertainty and 
risk. Probabilistic models with the ca- 
pacity for numerous simulations of 
‘what if’ and ‘what can go wrong’ must 
take their place alongside time-tested 
analytical techniques — let us not forget 
that they, too, were considered too so- 
phisticated when they were introduced, 
but were gradually accepted through 
practice. An attitude of continuous 
learning and open-mindedness needs 
to be infused at all levels. Only then will 
people be less worried about asking the 
question — “Who will bell the cat?” E 
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Ee 
Which company markets its diamond studded jewellery line under the brand name ishi’s? 
(a) Tribhovandas Bhimji Zaveri (b) Titan (c) Suashish Diamonds (d) De Beers 


2. Pharmacist and chemist John J. McLaughlin invented which drink in 19042 
(a) Canada Dry (b) Mountain Dew (c) Dr Pepper (d) Pepsi 


3. Who has directed the series of Pepsi ads featuring Saif All Khan, Fardeen Khan, Preity Zinta and Kareena 
Kapoor? 


(a) Farhan Akhtar (b) Shaad Ali (c) Anurag Basu (d) Vikram Bhatt 
4, Who owns the venture capital firm, Vulcan Ventures? 
(a) Paul Allen (b) George Soros (c) Peter Lynch (d) Bill Gates 


5, The Indian Cricket Players Association has launched a medical insurance scheme for cricketers in 
collaboration with which insurance company? 


(a) Oriental Insurance (b) Tata AIG (c) National Insurance (d) New India Assurance 





6. Which publishing house distributes Time magazine in India? 

(a) Mid-Day Multimedia (b) Hathway Publications (c) Living Media (d) Corpworth Marketing 
7. Which entrepreneur would you associate with Indus League clothing? 

(a) Sandeep Seksaria (b) R. Subramanian (c) Jayant Kochar (d) Sriram Srinivasan 

8. ‘When business responds, business grows’ is the tagline of which company? 

(a) Servion Global Solutions (b) Lipi Consumables (c) SAP (d) Computer Associates 






9." Name the managing director of Rallis India who quit the company recently. 
(a) pales Rai (b) Darbari Seth (€) R. E Era (d) Rajeev Dubey 






































10." Which of the following luxury automobile brands will be launched soon in India? 
(a) Bentley (b) Cadillac (c) Rolls-Royce (d) Ferrari 
; 1 ANLOLG, OF 2 ; 001 OF VO noice 
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Answers to AMITY BIZQUIZ # 93 


. Which company makes the SUV Hummer? General Motors 

. Who is the author of the book Sack the CEO? Jeetendra Jain 

. Which company has launched a robotic vacuum cleaner called Trilobite? Electrolux 

. Which of the following brands is not from Dabur? Kasri Jeevan 

. Luxury watch brand Tag Heuer’s first television campaign in almost a decade stars which sports celebrity? Tiger Woods 

. Which company owns the mosquito repellent brand AllQut? Karamchand Appliances 

. What is the parent country of the cosmetics giant Natura? Brazil 

. Which company had launched the Promise toothpaste in 1978? Balsara 

9°. Who won the Best Indian Designer award at the Businessworld-National Institute of Design Design Excellence Awards 2003? 
Satish Gokhale 

10° Who is GEO of Bayer India? Dieter Cambeck 


© Winners of AMITY BIZQUIZ # 92 


1. dwalesh Zaverl, Ahmedabad 2, Shuchita, Chandigarh 3. Dev Dutt, Noida 4. Deepak Agrawal, Ajmer 5. Sunder, Pune 6, Parui Shah, Ahmedabad 
7, Sanjit Dutta, Shaktinagar 8. Adityo, Kolkata 9. Harinath Reddy, Hyderabad 10. Devaprlya Mallick, Kolkata 
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` On Consumer 
* Insights & Theories 


O deliver the growth and success of our businesses, | consumer insight that helps a fairness cream communicate 
we need to understand our consumers. And use the | its proposition through matching clothes and complex- 
wallop of the powerful hammer of our marketing | ions? I cannot comment on the success of these brands, but 
budget on the tiny, precise nail of the window of op- | they do reflect consumer think. But most of us believe con- 
portunity that a specific consumer need entails. Ac- | sumer insights are a Holy Grail that needs blood, pilgrimage 
cording to the gurus of marketing, that opportunity existsin | and a theory to prove their existence. My argument is: you 
the crosshairs of psychographics, demographics and the | can take a facet of consumer behaviour and fit it to a classi- 
roles that consumers play in their lives. Consumer insights | cal theory as theories encapsulate human behaviour. Con- 
drive the engine of brand thinking and consumer under- | sumer behaviour is human behaviour; so, consumer in- 
standing is key. But where is this insight and what are the | sights are human insights. Let's look at three theories and 
answers? Well, they exist all around us. Around us, people | see how their essence translates into consumer behaviour. 
are buying brands and consuming communication about 
brands, many times in ways contrary to the way inwhich | Working With Cognitive Dissonance 





the communicator intended. | This is my favourite as it fits effortlessly into infinite real-life 

At the heart of business strategy is marketing situations. Would you put your money into a finan- 
strategy. At the heart of marketing strategy are cial institution that went bust a few years back 
brand strategies. And at the core of brand CONSUMER INSIGHTS and is now trying to resurrect itself? Or, 
thinking are consumers. A brand, a mar- would you buy a washing powder that 


keting strategy, a business can be suc- DON’T NEED A THEORY TO washes whitest but leaves a strong car- 


cessful only if they connect, through a bolic odour on your clothes? 

planned approach or through a magical PROVE THEIR EXISTENCE. When Leon Festinger propounded 
moment of nahin ne a apai IN FACT, CONSUMER his theory in a he had no TE on 
sumer need. So let’s try and pin down important it would be to marketers. He 
this elusive entity called the consumer. BEHAVIOUR CAN FIT TO ANY showed marketing strategists a way to fit 
The entity that frustrates marketing pro- THEORY AS IT IS BASICALLY Varat e y within consumers’ thinking 


fessionals and has created an industry of framework in comfortable, ‘least resistant’ 
consumer insight managers, NPD (new prod- HUMAN BEHAVIOUR ways. The Cognitive Dissonance theory elu- 
uct development) cells, directors of innovation, cidates the relationship between cognitions. 
etc. Consumers are people. They behave like people, Cognition is nothing but knowledge. So, washing 


look like people, and most of us would do well to under- | powder ‘A’ washes whitest, but makes hands rough are two 
stand there is no difference between people and con- | cognitions, one positive and one negative. A consumer re- 
sumers. I admit human behaviour cannot be reduced to | duces this dissonance by either not buying it or buying it on 
consumer behaviour as human beings are much morethan | the strength of its positive characteristics. Also, the more 
that. But we have, over time, made the observation of con- | consumers are committed to a prior fact, the less likely they 
sumer behaviour so complex that we must now look at the | are to adopt a new fact that contradicts existing belief. 
simplicity of being ourselves — merely human. | If, for discussion’s sake, the jobs of most marketing com- 
Let’s look at a few examples. Indian consumers are ob- | municators is to reduce cognitive dissonance, then three 
sessed with fresh fruits and vegetables in their well-being. Is | broad courses of action are available. You could change the 
it any surprise that a refrigerator brand talks aggressively | cognitions or mould them closer to each other. In the case of 
about the concept of being a Freshetarian? Did you know | the washing powder example, this washing powder washes 
that in India, the concept of grooming is driven by simplic- | whitest and its distinctive odour is testimony to its strength. 
ity, not pure flashiness? And that wearing matching attireis | Or, you could add a different cognition — this is a beautiful 
at the core of how you are turned out? So isitcoincidenceor | but fuel-inefficient car may be dissonant, but the fact that 
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its luxury adds to your prestige makes it desirable. Finally, 
you could alter the importance of the dissonant cognitions. 
Refrigerator ‘A is trustworthy but its discounts do not match 


the competitor's — this can be dimensionalised througha | 
technological plus that gives ice cubes in seven minutes flat. | 


Marketing solutions, therefore, lie in sifting through the 
negative and positive perceptions of people and placing 
your brand or communication within that perspective. 
Consider a few corollaries of this theory — the more difficult 
to get or expensive this brand is, the more I must have it. Or, 
the more obscure the subject, the more profound it must be. 

The earliest known use of this theory was the fox in Ae- 
sop’s fable — his inability to get the grapes was made ac- 
ceptable by convincing himself that ‘the grapes were sour’. 


Consumers Shock Maslow 


Consumers are having an argument with 
Maslow and winning — but only because 
Maslow probably did not envisage a 

world as it exists today. Maslow’s 


hierarchy of needs split our _ 4 quick guide to consu- 
wants into five levels from the mer behaviour? Leon 
basic physical and security Festinger’s (right bot- 
needs up to the conceptual tom) Cognitive Disso- 
pinnacle of ‘self-actualisa- nance theory, Abraham 
tion’. You could not move Maslow’s (below) Hiera- 
up to the next level until hh Needs & George 
elly’s (R) Construct 


your lower order needs 
were fulfilled. This 
worked well for some 
time. But look at the irony 
in the world post 9/11, self- 
actualisation and material 
well-being live cheek in jowl 
with a real fear for our phys- 
ical well-being. In Manhat- 
tan, investment bankers 
walk to work protected by 
guard dogs and the National 
Guard is on alert at subway 
entrances. Closer home, 
you walk through a metal detector to enter a neighbour- 
hood movie theatre to watch the latest song and dance rou- 
tine. In the newspaper classifieds, an ad for a security firm 
lies next to an ad inviting you to a darshan of an emminent 





swamiji who has experienced pure joy and happiness. The | 
irony is both these propositions are targetted at the same 


consumer mode — peace of mind. 

Maslow’s theory of the hierarchy of needs has been de- 
bunked and one way to put it to rest is by understanding the 
concept of the modal consumer. The Henley Centre works 


with the notion that consumers are not just a demographic | 


type but that consumption decisions are dictated by the 
mode that they are in at that point. The fasting, temple-vis- 


iting housewife is also the partying kitty on the top of Trib- | 


huvandas Bhimji Zaveri’s high-net-worth list. And that let- 
ting-my-hair-down individual in the nightclub on Saturday 
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is the same ‘ageless’ individual who reads inspiring bedtime 
stories to his children so they can grow into model citizens. 


Deconstructing Kelly’s Construct 


Organisations could consider sociology or psychology ma- 
jors for positions entrusted with providing marketers with 
consumer insights. HR people have worked for years with 
Kelly’s Construct, which is extendable to a generation of 
consumer insights. Kelly postulated that ‘a person's pro- 
cesses are psychologically channelised by the way in which 
he anticipates events’. Further, ‘a person’s thinking or pro- 
cesses slip into grooves which are cut out by the mecha- 
nisms he adopts for realising his objectives’. This explains 
| why dealers hoard petrol before price increases or why 
| most people wear a brand new white shirt to an interview. 
| It also states that we choose alternatives that extend our 
range of choices. And revise 
our constructs due to our ex- 
periences. That would explain 
the processes we use to select 
a college for higher studies, a 
life partner or a shampoo. 
Kelly’s Construct includes 
within its scope the con- 
cepts of behaviour, individ- 
uality, choices, revision of 
choices and modulation 
of response. All these is- 
sues have seized the mar- 
keting professional and 
boil down to the same 
thing — treat your con- 
sumer like a human being 
and you will find yourselfin a 
swirl ofinsights. 








Will The Real Consumer Insight 
Please Stand Up? 


Don't you wish it were that 
simple? It could be. Imme- 
rsion is necessary, but it 
numbs your faculties to the 
point that most people would- 
n't spot an insight if it stood up and bit them. Data cannot 
substitute for insight. Insight comes in the hiatus post- 
analysis when you forget about the numbers and think 
about the person, ask questions like who buys the paint, or 
why the drink I have at home and at the bar are usually dif- 
ferent. Consumers sometimes behave in irrational ways be- 
cause that’s how real people behave at times. 

The answers, my friend, are not, as the famous man said, 
blowing in the wind — they are being acted out all around 
us. As Barista, Café Coffee Day and your local Udipi man 
would say: “Wake up and smell the coffee!” 











Ashish Misra is vice-president, The Henley Centre, a UK-based 
strategic marketing consultancy. 





MAGAZINE OF THE NEW ECONOMY a BUSINESSWORLD 4 AUGUST 2003 


uv. 


VANITA KOHLI-KHANDEKAR 


T was neither fish nor fowl. For years, 

analysts and bankers wondered 

what UTV was all about. Was it a tele- 

vision production company? Was ita 

film production and distribution 
one? Was it an animation firm? Was it an 
outfit selling airtime? Was it an advertis- 
ing studio specialising in special effects 
and graphics? Or, was it a broadcaster 
(UTV holds 49% stake in Vijay TV)? 

The confusion was understandable. 
The Rs 175-crore UTV did all this and 
more (See ‘The Lines of Business’). In the 
last one year, however, the answer has 
become clearer. CEO Ronnie Screwvala 
has spent a lot of time clearing up his 
portfolio and “bringing 
focus to the group”, 
as he terms it. 
Now, he has a 
simple identity 
for the com- 
pany: “We are 
content cre- 
ators.” Within 
content, too, ¥ 
UTV will firmly 
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focus on films and television software | 
and, that, reckons Screwvala, should 
speed growth to make UTV “one of Asia's 
Top 10 content companies”. 

Can it? How much of this ambition is 
the result of UTV’s recent string of hits, 
both on television and in cinema halls? 
Kehta Hai Dil, Shagun, Bhabhi, Khichdi 
and Shaka-laka Boom Boom have firmly 
hailed the return of UTV to the top of the 
rating charts after its halcyon Zee days. It 
now has 16 of the 50 top Hindi shows in 
cable TV homes — up from just two a 
year back. Balaji Telefilms’ tally, on the | 
other hand, has fallen from 38 to 22 over 
the same period. In film distribution, 
UTV hit bulls eye with Lagaan, Sar- 
farosh and Mission Kashmir — earning 
itrecognition within the industry. 

Now the company has tasted similar 
success in film co-productions — Chalte 
Chalte has just been declared the biggest 
hit of the year so far by the trade. Thanks 
to all this, plus its recent acquisition of | 
Western Outdoor (a Mumbai-based 
post-production studio), revenues have | 
jumped from Rs 145 crore in March 2002 
to Rs 175 crore in March 2003. | 

All in all, the company is suddenly 
creating a huge buzz. And, for once, the 
normally reticent Screwvala is talking to 
the media. He denies any immediate | 
IPO plans though. (UTV dropped its | 
plans ofa Rs 200-crore IPO in 2000 after | 
the Ketan Parekh scam hit the mar- 
ket.) “The (recent) success has 
brought a lot more clarity,” says | 

Screwvala. 
Even ifithas, can UTV make the 
giant leap? Can it step up from be- | 
ing a middling TV software com- 
pany to a pan-Asian creator of TV, 
film, animation and other kinds | 
of entertainment software? | 
Maybe. What works for UTVisa | 
diversified revenue portfolio (yes, 
irrespective of what the bankers | 
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say), an increasingly better instinct for 
judging what the public wants anda cor- 
porate structure in an industry where 
the very words are alien. What works 
against itis thatit still has too many busi- 
nesses that are not core. Also, don’t for- 
get the high risks in this game — even 
two really big flops, be it on television or 
in films, could cause untold damage. 

Let's look at the pros first. “Most 
companies in our genre have 5-6 clients, 
we have 600,” says Screwvala. He be- 
lieves that it is because businesses like 
USL, or ad film-making, bring in steady 
profitable revenues that there is a safety 
net. It is a net that most film or TV pro- 
duction companies don't enjoy. Balaji is 
a plain TV software company that got 
into films, all of which have unfortu- 
nately bombed. The same applies for 
Cinevistaas or any of the other television 
software companies that UTV is nor- 
mally compared with. 

Now take film production, where 
UTV’s strengths seem more obvious. It is 
a hugely fragmented market with thou- 
sands of producers, each doing their 
own act. Sure, about a dozen-odd corpo- 
rates have walked in recently. But K. Sera 
Sera, Metalight and iDream Productions 
are about three years behind UTV in the 
film game. Besides, the business of cor- 
poratised film production, distribution 
or exhibition is too nascent to be terribly 
competitive. Most companies are busy 
finding their feet. And, so far UTV’s luck 
— 11 of the 14 films it has either distrib- 
uted or produced have been hits — has 
been phenomenal by any standards. 
While partial credit goes to Dame For- 
tune, UTV has also shown that it has a 
nose for the right projects, big or small. 
Note that it is co-producing two of 
the biggest projects going in the indus- 
try, Ashutosh ‘Lagaan’ Gowariker's 
Swades and Farhan ‘Dil Chahta Hai’ 
Akhtar’s ‘Lakshye’. 


UTV’s Ronnie Screwvala is banking on 
content to take the company places 
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The most comprehensive solutions 
are always found in one tool. 
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“| UTV 


these 
per head 
.p the stakes for 
after all, this is one 
oky business to be in. 
Screwvala doesn't agree. 
“The movie business is 
like any other business. 
Hotels run at 20% capac- 
ity and yet people keep 
putting up new hotels, it 
is just that films are a 
more visible business.” 
He refers to the usual 
theory of mitigating the 
risk by mixing high- and | 
low-budget films, selling gee i 
the film before release to NTE) USL and Western Outdoor, dubbing 
the trade like Chalte EGN ad films, in-flight programming 
Chalte (see ‘Filmland 
Grows Up’, BW, 22 July,) 
and keeping the contri- 
bution from films to the 
total revenues within a 15-20% limit. 
However, in line with its content-cre- 
ation focus, eventually the idea is to get 
out of distribution even in films. 

Meanwhile, there’s a lot of action 
happening at UTV. A $25-million film 
fund, talks with international compa- 
nies for co-productions, tapping inter- 
national distributors for Indian films be- 
yond the US and UK, are just some of the 
newer initiatives. These, Screwvala | 
hopes, will eventually push up realisa- | 
tions from the film business. 

But, wouldn't the Indian film indus- 
try’s notorious reputation deter poten- 
tial foreign and Indian business part- 
ners? The fact that UTV has been around 
since 1990 should outweigh such con- 
siderations. Its high profile investors, 
CDPQ and News Corporation, among 
others, are further proof of solidity. (See 
‘UTV’s Shareholding Pattern’) 

So, where does in-flight 
programming or dub- 
bing fit into all this? 

Why doesn't Screw- 
vala just stick to 
TV and film soft- 
ware and junk 
the rest? As we 
pointed out 


THE LINES OF BUSINESS 


BUSINESS PRODUCTS 


Kehta Hai Dil, 
Shagun, Bhabhi, 

Khichdi, regional 
serials and non- 
fiction shows 


Television 
software, 
Airtime 
sales, 
Animation 


kehta * 


H 5 
Hai Dil 


| 
| 
| 
L 


Films, 
Distribution 
and co- 
production 


Lagaan, Sarfarosh, 
LoC, Aks, Mission 
Kashmir, Fiza, 
Chalte Chalte, etc. 


TO REVEN 


onan integrated model.” He cites the ex- 
ample of News Corp or Viacom, which 
have assets across publishing, cable, 
broadcast and software. He reckons that 
none of the things UTV does deviate 
from the core focus of content creation. 
What created the notion of fuzziness 
was that a lot of UTV’s subsidiaries were 
doing all these different businesses. 
Now, all these interests have been con- 
solidated and, like USL, been brought 
under UTV Software. 

Four months ago, UTV also went ona 
major hiring spree, recruiting senior 
professionals to manage the show in its 
various businesses. 

Some of these disjointed businesses 
also have a larger strategic significance 
to Screwvala’s mind. For example, doing 
some dubbing work for Disney resulted 
in animation contracts from the firm. 

To be fair, UTV has spent the 
better part of last year prun- 


example, two months 

35% ago, the company 

took a conscious 

i decision to give 

‘i up plain imple- 

mentation of 
animation 


Promoters + 
(Ronnie Screwvala 
and others) 















, 
earlier, its di- UTV’S projects in 2D 
verse busi- SHAREHOLDING and get into 
nesses give PATTERN creation and 
UTV that 20% execution of 
added cush- ? 3D and flash 


Flis 
(Mitsui 
Japan 
IL&FS) 


animation. “An- 
imation is not a 
BPO model. There 
is no point in com- 
paring it with tele-ser- 
vices or software,” points 


ion. And two, 
Screwvala won- 
ders what the fuss 
is all about. “World- 
wide, some of the best 
media companies operate 


ing all its businesses. For | 
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with Balaji 
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Rs 175 crore 


out Screwvala. 

International companies are loath to 
give animation contracts to India when 
there is well-trained labour going cheap 
in mature markets like Korea and Tai- 
wan. The whole point is to get to the 
high-value stuff like ideating and creat- 
ing an animation series. UTV is now 
working on three such assignments. The 
first is the £4.55-million, 26-epsiode Bol- 
lywood Road, a co-production with UK- 
based BA20 Entertainment. The second 
is Infinite Darcy, a 52-episode, $5-mil- 
lion series for a US network, and the 
third is a 26-episode series, Untalkative 
Bunny, for the Canadian broadcaster 
Teletoons. A fourth one, Kahin Naak Na 
Kat Jaye, is scheduled for release in India. 

At the moment, all the other diversi- 
fications like the Net and broadband 
content are on hold. UTV’s stake in Vijay 
TVis down from 100% to 49% and expec- 
tations from South-east Asian markets 
have been scaled back. 

Broadcasting, though, remains an 
overriding ambition. So expect a youth 
orachildren’s channel to come out of the 
UTV stable 12-18 months down the line. 
Getting into distribution, cable, DTH is, 
however, a firm no-no. The new im- 
proved UTV — a combination of steady 
stream businesses plus one with scope 
for exponential growth, like films and TV 
— doesn't look so bad. “They have the 
best overall business model,” rates 
one analyst. 

The content business, however, is 
notoriously feckless. Three duds and 
things could change. Quips Screwvala: 
“If we have survived in a cyclical busi- 
ness for over 10 years; we must have 
been doing something right!” a 
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3,07,938 households wake up to The Telegraph, everyday. After all, it’s the largest English daily in 


Calcutta and the East. Larger than the combined circulation of all mainline English dailies from the 
city put together. Large as a leader ought to be. 


Source: ABC, July-Dec 2002, English dailies. 









HADN'T really planned on buying an MP3 player until I 
had to review a few of them. Suddenly, I couldn't imag- 
ine life without one. Ever since I have been agonising 
over which one to buy. A while ago, I wouldn't have con- 
sidered the luxury of MP3 players. What’s changed that 
is the fact that they are becoming downright affordable. I 
have been checking out three of them, and they all come for 


under Rs 10,000 and can store 128Mb or 25-30 songs. | 
Equally priced players that could hold 32Mb or 64Mb | 


weren't much value for money. You'd pay thousands to carry 
5-6 songs. But if you're the sort who likes to collect 
favourites to listen to while on the go, 128Mb makes sense. 

Apacer’s Audio Steno: Thankfully, its looks are not as 
dowdy as its name. Rather, it looks like an oversize lipstick 
— one that has an LCD display for some strange rea- 
son. The lipstick has a few interchangeable caps. Pink 
if you're in that sort of mood, blue for the cool dude 
and translucent white for the undecided. It’s a tad 
feminine. Or teen. A neck strap lets you wear it. There 
are tiny buttons to control the player and move 
around its basic menu. The gadget is amazingly light. 
But it sounds surprisingly good. 
Anyone listening to it would 
wonder how something that 
small could sound ‘better than a 
whole music system’. There are 
no bass or treble controls, but 
there are four equaliser presets. 
The headphones are really com- 
fortable as they go around the 
back of the neck and loop 
around the ears. They're wiry 
and flexible and easy to pack 
into little pouches. This device is 
also a full-fledged digital recor- 
der. Press one button and you 
cab record an hour-and-a-half of audio with a rather sensi- 
tive microphone. You can also use it as a carry-away storage 
drive for the files on your PC. The lipstick-like top covers the 
USB 1.1 connector and all you have to do is plug it into the 
USB port on your notebook or PC to drag and drop files into 
it. If you're on Windows XP or 2000, it will recognise it on its 
own. If not, you can use the CD to load software. A triple-A 
battery gives you about 10 hours of play. But there's a prob- 
lem. Either you keep buying batteries often, or you keep 
hunting for rechargeables that last. Distributed by XServe, 
the Audio Steno is made by a company in Taiwan that spe- 
cialises in memory and storage devices. It costs Rs 7,375 but 
taxes will take it up by a thousand or so. 

Creative’s LX100: Some of the coolest in ultraportable 
MP3 players have come out of Creative Labs, makers of the 


Let the music begin: 
(Clockwise from left) 
Apacer’s Audio Steno, 
Creative’s LX100 and 
Mercury MiniDisc 














MALA BHARGAVA 


MP3 MUSIC ON THE GO 


Nomad players — Jukebox and Zen. These sophisticated 
players can hold your entire music collection. They're fea- 
ture-rich, take in flash memory cards and are firmware 
upgradable. The LX100 is one of Creative's most basic MP3 
players. Priced at Rs 9,499, this one also has a digital 
recorder and storage drive with the same capacity as the Au- 
dio Steno. It also plays FM radio. Audio recording wasn't as 
clear as the Audio Steno but it had a thoughtful little feature 
— you can repeat a few seconds of the recording for tran- 
scribing. So it is useful for journalists. The headphones are 
the ‘in-ear’ type with great sound — provided you don't get 
an earache from them. Of course, you could use it with 
other headphones. This player connects to your PC via a 
short USB cable. The LX100 has a big display and detailed 
information for each song. You 
can also do elementary playlist 
management. It has equaliser 
presets and additional bass and 
treble control. The LX100 has a 
built-in lithium-ion battery 
which recharges when you plug 
it into the PC. It is supposed to 
give you 10 hours of playtime 
but I found that it just lasted 
and lasted. Such batteries will 
eventually weaken. But Creat- 
ive promises to put in a new 
one. Creative also has an LX200 
with 256Mb for Rs 14,000 or so. 

The Mercury MiniDisc: A 
metallic time capsule of a gad- 
get, the MiniDisc is even more 
basic a player. It costs about 
Rs 5,700. It also works as a drive 
for 128Mb of files, but doesn't 
have a digital recorder or FM. 
The controls are minimalist. The player connects directly to 
the PC via USB, but if it doesn't get along with your Windows 
98, you'll need to download the drivers from the website. It 
sounds perfectly reasonable — fairly loud, in fact. You can 
get a bass booster for a bit extra. It runs on a single AAA bat- 
tery for about six hours of playtime. It’s quite handy for 
moving files around and lets you write-protect data too. 

I am getting used to having an MP3 player alarmingly 
fast. Picking out songs from CDs and converting them to 
MP3 is easy — you just need a recorder programme. I even 
converted my Spanish lessons to MP3 to practice in my free 
times. And which player did I settle on? That, I’m not saying. 








Mala Bhargava is with Cyber Media and edits Living Digital. You 
can email her at malab@cmil.com 
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MERCEDES’ 
‘© CHANGE 


The new supercharged baby Benz brings 
driving experience into sharp focus 


ABHIJIT MITRA 





OMPRESSOR is German for the 
innocuous English word ‘com- 
pressor’, which denotes a device 
that squeezes gases and makes 
them take up less space. But putit 
as an equally innocuous moniker on the 
boot lid of a Mercedes Benz car, and the 
result can take you by surprise — as the 
Mercedes Benz C200 Kompressor does. 
DaimlerChrysler’s replacement for 
the C180, although visually very similar 
to the older car, is much more potent. 
The supercharged engine has a peak 
power output and peak torque that are 
about 30% more than in the older 
model. What that translates to on the 
road is that when you put pedal to me- 
tal, there is a surge of power that snaps 


you back into your nicely supportive | 


leather seat and keeps you there while 
the needle sweeps a smooth arc along 





speedo dial that dominates the console. 


drove came with a 5-speed automatic 
gearbox. If you keep the gas pedal floo- 
red, you can hear the engine climb up 
the revs, shift up, climb up the revs again, 
shift up... with nary a flutter. If you are an 
even bigger engine noise freak than] am, 
the C200K gives you the Tiptronic op- 
tion. You can pick a gear you want and 


| listen to the engine and the Eaton super- 


charger sing all day long. (This, inciden- 






AUTOMOBILES 


DILEEP PRAKASH 


107.19 hp/tonne 


Power-to weight ratio: 


| sensor that operates the wipers. Nobody 
No rev counter here. The car we | 


tally, is the first supercharged car thatis | 


being assembled in India.) The Tiptronic 
has another use though — it helps the 
car tackle tough gradients. 

This car is almost idiot proof. It has 
anti-lock brakes, brake assist, an electro- 
nic stability programme, cruise control, 
automatic climate control, a host of 


warning lights, automatically dimming | 


interior mirror and driver's side exterior 
mirror, electric roller sunblind for the 


the circumference of the semi-circular | rear window.... Heck, it even has a rain 


| 


should learn driving in this car. Except 
the rather nicely-weighted steering, the 
accelerator and, of course, the brakes, 
there is little the driver has to operate. 

The new car, which costs Rs 24.94 
lakh ex-showroom in Delhi (this is for 
the one with the five-speed automatic 
box), comes with alloy wheels as stan- 
dard fitment. The interiors appear to be 
abig improvement over the older model. 
The steering and gear lever now come 
leather wrapped. However, I would have 
liked a turn indicator stalk that had a 
better feel, all-electrical adjustment for 
the front seats, a horn that was easier to 
honk (this is India after all!) and a some- 
what better music system. 

At the end of the day, this is a car for 
the owner-driver. And from all indica- 
tions, it should do its job of providing a 
hassle-free everyday driving experience 
as well as real driving pleasure when de- 
manded without a glitch. Li 
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_ SACK THE CEO 


By Jeetendra Jain 
_ Vikas Publishing House 
_ Pages: 250; price: Rs 245 





in the last category of spoofs. 


work with, no two ways about that. 
The rash of corporate scandals in 
the US makes his book relevant. 
When. traced to the fount, all 
_ wrongdoings in organisations like 
_ Enron lead to one person: the CEO 
. (notwithstanding Ken Lay's protes- 
_ tations to the contrary). Every 
Falstow takes his 
lead from a Lay. 


has tried a send-up 
on CEOs whose 
foibles bring down 
organisations. The 
setting is a ficti- 
tious organisa- 
tion called Twist 
In The Tale Ltd 
(TITL) that has a corrupt chief. 
_ Among the devices that have been 
_ used is the tired ploy of giving 
- generic labels like Smallfry and 
_ Topgun to characters. 
The story is about how three 
- employees at TITL decide to do 
_ something about Topgun’s venal 
=- ways. Their grand plan is to use 


kicks and slowly but surely emas- 


__ ing weaklings around him. 


. enough, neither does the story. 





can be subtle, yet vicious — the - 

Voltaire and Swift school of | 
classic satire. It can be brazen and © 
irreverent: The Onion does this | 
rather well. Or it can be low-brow | 
and entirely unconvincing. Sack . 
The CEO is the platinum standard | 


Gen comes in many guises. It 


- Jain has excellent material to | 


So the author | 


_ (bad) medical analogies and sketch _ 
_ profiles of corrupt CEOs: for insta- — 
nce, Crony Capone is a diabetic © 
who loves his sweet-talking side- | 


 culates the organisation by collect- _ 


= The trio then comes up with — 
_ medical therapies to cure the dis- _ 
_ ease, or, ‘sack the CEO’. There are | 
- some nice suggestions here for | 
people who love office politics and — 
. intrigue. But the slack writing and 

_ poor attempts at pop psychology — 
_ continue to be a drag on the quality | 
_ of the satire. No CEO comes out © 
| looking good in the book. Sadly | 
E k 


_ Navigating The Free 


|S. NAGARAJAN — 


have to pay for. But then, software | 


[eee love software that aciera don't | 


professionals who create and main- 
- tain software have to make a living too. | 
| comes handy at this point of time. 


- As Linux and Open Source software 

- catch the attention of Indian enter- 

- prises, companies are grappling with 

_ the question of making money using 
these systems. 

In India, the user base for Linux and 
Open Source software is growing 
rapidly in primarily three domains — 


enterprise IT users, software service | 


companies and software product de- 
velopment firms. Many perceive the 


A MO 


SUDHANVA DESHPANDE © 








SIAN cinema sola a mind- 
boggling diversity. On the one 
hand, of course, there is India, 
which produces something like 
1,000 films per year, which makes 
it the largest film industry in the world. 
Yet, Indian cinema is overwhelm- 
ingly commercial and profit- 
driven, and cre- 
ates what are 
often little more 
than garish spec- 
tacles for mass 
consumption. 
But for vari- 
ous reasons, the 
growth of an al- 
ternative, non- 
commercial, art 
or political cin- 
ema has been 
minimal and spurting. 
Growth has also been hugely un- 
even across the various language film in- 
dustries of the country. 


ian cinema. Now, here are a people 


struggling for a state and a land to call | 


their own. They are facing military ag- 
gression and untold hardships. With 


hardly any resources for anything, you | 


won't really expect these people to make 
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advantages of cost savings; source code 
availability and reliability associated 
with this disruptive technology but 
have nagging doubts about their use. 
Martin Fink’s The Business And Eco- 
nomics Of Linux And Open Source 


The focus of the book is on the oper- 
ational aspects of Linux deployment al- 
though a fair bitis devoted to explaining 
the fundamentals and lingo of Linux 
and Open Source. Various communi- 
ties and organisations are introduced 
during the initial chapters. If you did 
not. know the significance of saying 
“GNU/Linux” as opposed to just 
“Linux”, there is something for you to 
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|THE CINEMAS 


_ Edited by Aruna 
| Vasudeva, Latika - 


Padgaonkar and 
Rashmi. : 








| films. Yet, despite overwhelming odds, 


Palestinian cinema exists and does, in 
fact, voice the concerns of the people. 
Beginning with the documentary form, 
ithas moved to the fictional form as well. 
And on the other side of the divide is Is- 
raeli cinema, one strand within which 
has also extended its support to the 
Palestinian cause. 
The Israeli film indus- 
try is small and strug- 
gles against the Holly- 
wood giants (but 
then again, who 
doesn't?). Yet, itis 
here that we find 
an intrinsically se- 
rious theme find- 
ing expression in 
comedy: the con- 
frontation between 
the Sephardi and 
Ashkenazi Jews re- 
sulted in boureka films, or 
ethnic comedies. 
Or think of the Central Asian re- 


publics: Tajikistan, Uzbekistan, Turk- 
On the other hand, there is Palestin- | 


menistan, Azerbaijan, Kyrgyzstan and 
Kazakhstan. Fledgling nations, fledgling 
film industries, seeking to find their 
voice and put in place systems of pro- 


| duction and distribution. 


Altogether. dissimilar is the case of 


| Iran, today recognised the world over as 
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understand from these chapters. 
For companies, the operational as- 
pects are essential reading, specially for 


those trying to determine the total cost | 


of ownership (TCO) of the IT infrastruc- 
ture. The key influencers of the direc- 
tion and roadmap are covered here 
along with important issues for the 
CIO/MIS manager — migrating legacy 
applications, co-existence, support, 
training and management. 


There are detailed explanations of | 


the various licence agreements — even 
a layman can understand them after 
Fink’s simplification — and also what 
goes into the process of developing 
software in the Open Source way. There 





Software Landscape 


| are business tips and process 






descriptions available for set- 
ting up, managing and re- 
leasing Open Source pro- 
jects. The challenges concerning 


employees contributing to Open | 


Source and how the associated issues 
may be addressed in company policy 
formulation are also covered. 


This book is not for those who are | 


looking for intricate technical details on 
Linux or other Open Source compo- 
nents, All the same, it does provide a 
somewhat exhaustive list of pointers to 
resources relating to Linux and Open 
Source that can be used to get technical 
information. A caveat though: those | 





| vestors and IT managers. 
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THE BUSINESS AND ECO- 
NOMICS OF LINUX AND 
OPEN SOURCE 

By Martin Fink 
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looking for prescriptions 
using this emerging technology may 
not find the book particularly helpful. 
Fink's simple style is a major plus 
point of this well-structured book. Its 
highlight is the discussion on value real- 
isation and business models that are 
possible with Open Source. Highly rec- 
ommended for business managers, 
software product entrepreneurs, in- 





S. Nagarajan is an R&D director at 
Hewlett-Packard, Bangalore. 


ASIA’S CINEMATIC HERITAGE 


a frontrunner in the creation of serious, 
relevant art cinema. We now take this as 
a fact, but it is, nonetheless, startling to 
find such cinema coming out of a theo- 
cratic state, 

Then there are the other big film pro- 
ducers: China, Japan, In- 
donesia and Turkey. In 
some of these countries the 
situation is totally different 
from that in India. In China, 
for instance, right up to the 
mid-1980s, the divide be- 
tween mainstream and se- 
rious cinema just did not 
exist, both being one and 
the same. Under the social- 
ist system, it was the ex- 
press task of cinema to help 
create a national culture 
while acting was a vehicle 
for the spread of revolu- 
tionary consciousness. 

Much of the cinema of 
Asia flowered in the 1980s, 
when it started to notch up 
significant successes in in- 
ternational film festivals 
and its leading directors — 
not simply giants like 
Satyajit Ray or Akira Kuro- 
sawa, but also younger and 
hitherto unknown names 
such as Amir Naderi and 





Abbas Kiarostami of Iran and our very 


own Shyam Benegal and Adoor | 


Gopalakrishnan — started to be hon- 
oured with retrospectives. 


This efflorescence of Asian cinema | 


was accompanied by a growing critical 
interest as well. In India, 
this critical interest has 
found its most consistent 
articulation in the pages 
of the film journal Cine- 
maya, The Asian Film 
Quarterly, which was 
started way back in 1988. 
The present volume, The 


Japanese director Akira 
Kurosawa’s Seven Sam- 
urai A martial art epic 








Cinemas Of Asia — Being & Becoming, 
comes to us from the people who have 
made Cinemaya possible. 

The volume is arranged country- 
wise — it covers 20 nations and five ma- 
jor regions — with one or sometimes 
two essays devoted to each Asian coun- 
try where cinema has flourished. In 
some cases, the smaller industries have 
been grouped together. For instance, 
countries such as Iraq, Lebanon, Pales- 
tine and Syria are discussed in one chap- 
ter on West Asia. Each essay is a histori- 
cal survey of the growth and 
development of the film industry in the 
country under discussion, as well as a 
broad mapping ofall the trends visible in 
those countries. 

The strength of the book lies in the 
fact that it does not limit itself to art cin- 
ema only. It looks at all of it and discusses 
the interconnections between the differ- 
ent streams while throwing in nuggets of 
information on how film production 
and distribution is organised, how gov- 
ernment policies (or the lack of them!) 
have affected filmmaking, how film fes- 
tivals have sprung up in these regions. 
Allin all, this book presents a fascinating 
account ofa singular industry in a singu- 
lar region. E 





Sudhanva Deshpande, a stage director, isan 
editor with LeftWord Books. 
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STOP SHORT OF RECKLESSNESS 


Now that the market is up and rising, it’s time to tailor risk to capacity 


HE 1990s broke the faith of many a saver in the stock 
market. First there was the great boom, which filled 
everyone with hope and greed. Thousands of com- 
panies were floated for everything from irrigation to 
arboriculture. Stockbrokers rode to television sta- | 
tions in Lexus cars and preached the triumph of capitalism. _ 
Everything promised riches; everyone looked for the ulti- 
mate tip. And then the whole boom collapsed. Companies 
vanished with investors’ savings. Those that remained apol- | 
ogised for their bad showing and shunned shareholders. 
The government branded Harshad Mehta as a scamster 
and hounded him to his death. Investors thought that a 
thousand others were more guilty and had escaped without | 
a scratch. They showed their disgust by letting company | 
valuations slide. | 

And then, when everyone had despaired, stock prices 
began to rise at the beginning of this year; by now 
they are up about a quarter. Analysts say In- 
dian companies have changed their ways. 
They have become slimmer and nim- 
bler; they have improved their margins 
and their products. They are prepared 
for global competition. Has the tiger 
changed his stripes? Or is he still a 
shambling giraffe? 

These are profound questions; 
butitis not necessary for the personal 
investor to ponder over them. Stock 
prices have not risen because of corpo- 
rate virtue; the primary cause is the in- 
flow of portfolio investment from abroad. 
Foreign investors are no doubt reacting to the 
corporate story; but they are not investing. They are 
allocating their funds; and behind them are investors who 
are reallocating money across investments. India was not | 
the only emerging market to go sour; other markets also lost 
popularity after the East Asian meltdown of 1997, and funds 
flowed out. At that time they had the booming US market to 
flow into; in the past three years that market has looked un- 
attractive. So funds are moving back to emerging markets. 
They moved first to East and South-East Asia; there the mar- 
kets have been rising for over a year. At some point the fund 
managers were going to ask themselves: how about India? 
They did, and India began attracting money. That is behind 
our little boom; and its continuance will depend on the in- 
flow of big funds. They could be the small investor's; but if 
we go by history, it will more likely be foreign funds. 

There is no way to read the foreign fund manager’s 
mind. Each of them must have some idea of sustainable 

















ANTHONY LAWRENCE 


value; when those who think that stock prices are unsus- 
tainable command more money than those who think the 
opposite, the boom will end. Investment in the stock mar- 
ket involves betting on how the big boys will bet. Every in- 
vestor must work out the double bet for herself. 

But, in the meanwhile, there are some obvious things to 
do. For one thing, many — perhaps most— small investors 
still have their shares in physical scrips. Physical scrips are 
so much scrap; today, an investor cannot even get out of the 
market unless she dematerialises her shares. For investors 
who have been careless about names, it may involve open- 
ing a number of accounts. But this is the minimum require- 
ment even for an investor who thinks the market has risen 
enough and the time has come to exit. 

The second thing is to reduce risk. The money of many 

small investors is scattered among a large number of 
nondescript scrips. Ten years ago it was impossi- 
ble to judge risk. But today, a simple measure 
is available, namely the market turnover in 
ascrip. This boom is a good opportunity 
to move out of little-traded, illiquid 
scrips and get into the mainstream. 
Risk can be reduced further by spre- 
ading investment among a number 
of scrips. Liquid stocks tend to be ex- 
pensive, and many small investors 
may not be able to spread their hold- 
ings across a number of them, In that 
case they should invest in mutual funds. 
If they are completely clueless and mis- 
trustful, there are index funds, and soon 
there will be exchange-traded funds. 
Third, investment in the stock market — just like 
in lotteries or horse races — should be based on capacity to 
lose, and not on hopes of a win. Money that is won may be 
lost tomorrow; but money that is lost is lost forever. And for 
that lost money there are many competing uses, from the 
daughter's school fees to feeding the hungry. Loss of money 
is loss of freedom to do many things that are waiting to be 
done. So potential losses must be affordable — affordable 
not out of earnings that are hoped for, but wealth already 
accumulated. Hence the foremost lesson is: limit your bets. 

And finally, every boom must have an end; and the 
higher the stock market climbs, the closer that end must be. 
Every investor must ask herself all the time: has the market 
peaked? The economist's advice, that shares are a long-term 
investment, may be all right for those who do not need 
money in this lifetime. But we ordinary mortals can use 
money today, and should make it while we can. a 
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#Ramco VirtualWorks™ - 
“The quiet revolution in Enterprise Solutions. 


Once Tim Berners-Lee came up with the first standards, HTTP 
wand HTML, the World Wide Web was born. Today, we take 
»everything on it - including email, instant messaging and 
«streaming audio for granted. 


That is precisely the scale of change Ramco Systems is now 
bringing about in Enterprise Systems. 


After ten years and hundreds of complex implementations 
worldwide, Ramco has developed a software framework - 
‘Ramco VirtualWorks ™. It goes far beyond anything you have 
seen so far. Imagine, for example, being able to see how 
your software will function in the initial stages of software 
development. Or being able to switch entire technology 
platforms within weeks. And being able to co-create the 
solution that is unique to your business. With the built-in 
«ability to changeas your business evolves. 


sAll this with a powerful web-based platform that takes you 
seamlessly from scoping of business solutions to final 
Amplementation - and transitions right through the complete 
ssoftware life-cycle. Co-create upplications on the fly, in a 
fraction of the time it currently takes. By selecting modules 
from a library of hundreds of ready-to-use powerful business 
processes. 


Fifteen years ago, the Net was science fiction 





lf all this seems to be in the realm of science fiction, ifs not. 
Some of the world’s largest Fortune 500 companies are 
already deploying these solutions. To great effect and 
business advantage. 


So if you want an Enterprise Solution that you can create 
according to your specifications, deploy in a matter of 
months rather than years and allow for rapid change either in 
response to the business environment or competition, there is 
only one Enterprise Solutions company thet can do it 
anywhere in the world, 


Ramco Systems. 


It's time you talked to us. 


Call toll free : 1600 44 2345 or 
e-mail : info@rsi.ramco.com 


~ BOOS 





www. ramco.com 


FERIM TANHERD - £490) 


Where enterprise solutions meet business reality 
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Count onus 


Footloose and fancy-free. 


Presenting Carbon & Steel - Hot singles from Zen 
Two international 2-door limited editions. Only 300 numbers each. 


Welcome to the clan of the singles. Just 600 of you. As Carbon - the Sporty pedals. Chrome tipped exhaust. And the unbeatable all-aluminium 
purest of elements — in Mica Black colour. Interiors in red and grey leather. 16x4 Hypertech engine. Very powerful. Very private. Yet with room for 
And Steel — the most malleable alloy — in Starlite Silver colour. Interiors occasional friends. Possess one today from just 300 numbers each of 
in blue and cream leather. Alloy wheels. Tubeless radials. Power windows. Carbon and Steel. And announce to the world your single status — in style! 


Hakuhodo Percept /MUL/030/03 


Available in select cities only. 


HOT SINGLES 


TOU A oat Y 


VISIT us AT: ZEN.MARUTIUDYOG.COM 
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NO TO LOSSES. 
YES TO SUCCESS. 


Why lose one thing to gain another? Over the past 72 years, it has | 





become our strongest definition of success. At Vijaya Bank, we aim to 
provide our customers with win-win situations, Consistently. 

It is a policy that has steadily led 
us to success. 71.2% increase in 
Gross Profit. 15.9% increase 
in Deposit Mobilisation, 19.5% 
increase in Business Growth. And 
a reputation for helpful, friendly 
service. 

Combined with features like 
core banking solutions, branch 
networking and a large ATM 
network under implementation, it 


becomes clear that the bank is, 





today and for years to come, on the fast track to growth, 


The credit goes to our 52,29,000 loyal customers. Like you. 











8,184 | 








Net NPA % 








2.61 H: 44.86% decrease 





VIJAYA BANK 


(A GOVT. OF INDIA UNDERTAKING) 





A friend you can bank upon 








For more details log onto www.vijayabank.com _ 
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Rise Of A New Class 


©] With more and more first-generation 
entrepreneurs coming up, the ranks of the 
super rich are likely to swell, making India a 


big market for world-class products. 


Aditya Deekonda, Hyderabad 


0 There is a clear division of society based 
on wealth. While most Indians do not have 
proper shelters, a handful are living like maha- 
rajas. While basic utilities like electricity have still not reach- 
























ed many parts of India, these rich people flaunt their wealth in lavish 
nuptials and parties. Such people should take a cue from N.R. 
Narayana Murthy, who despite being wealthy, leads a humble life. 


Satyajit Mukherjee, via email 





A NATION OF TAX DEFAULTERS 
The story on tax avoidance and evasion 
(‘Taxpayers Ko Gussa Kyon Aata Hai’, 
BW, 3 March) and the sequel 
(‘Taxpayers Ko Gussa Phir Kyon Aata 
Hai’, BW, 14 July) reveal a rather 
shocking state of affairs. In the first 
story, you said that the income tax 
department has slightly less than 20 
million assessees. In the follow-up, you 
said that the number of people who 
have stopped filing tax returns has 
crossed 9 million. 
Presuming that 
the 20 million 
mentioned 
earlier is after 
accounting for 
the dropouts, it 
means that out 
ofa total of 29 
«= million, 9 
million have 
stopped filing returns. Out of the 5.69 
lakh registered firms, the department 
knows that 2.2 lakh did not file returns. 
The department has a system for 
deduction from salaries. The employer 
is made responsible for the deduction, 
and any failure will bring swift action. 
Is it not surprising that the department 
is not bothered about corporates who 
openly flout all rules? 


Ch. V. Suryanarayana, Secunderabad 





WHAT'S HOLDING UP THE DRAW 


_ The text in the infographie ‘Why Online 


Lottery Is Struggling’ used in the story 
‘The Great Gamblers’ (BW, 4 August) | 
should have read: 
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w Many aspirants with licences do not 
have the money, or are averse to taking 
risks. Others don't have the retailers, the 

technology or the domain knowledge 

m Deposits from retailers, which partly 

fund the projects, have fallen 50% since 

Playwin entered the market, forcing 
players to bridge the gap 

m New entrants are finding it hard to 
recruit retailers; delays in the launch of 
some projects have made retailers ap- 

prehensive 

s Online lotteries pay out 45-55% of 
their collections as prizes compared to 
anaverage 85% for paper lotteries. New 
entrants are offering 65-70% 

s With over 10 lakh points ofsale, paper 
lotteries have an enviable distribution 
network; online players can never hope 
to match that 

m Customers are not accepting the 


| rollover system where, if no one strikes 


the jackpot and,the prizes are distrib- 
uted (to customers who match 5 nos.), 
the payout is reduced to the incremen- 
tal collections than the jackpot 


SAYING IT RIGHT 

In the cover story ‘Oil Hunt’ (BW, 14 
July) the statement attributed to N.K. 
Nayyar, director (planning and 
business development), IndianOil, 
should have read: “To get a stake in an 
oil block abroad, the companies need 
to have clear business commitment in 
that country.” 


Letters can n also be sent to 


x 
H 
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this issue 


Pallonji Shapoorji Mistry shuns 
publicity. But he may not be 
able to avoid it in future 


COVER STORY 





Pallonji Mistry 


He is one of the richest Indians and the single-largest shareholder in Tata Sons. Yet very little is known about 
the reclusive Mistry or his role in the Tata group. Now, as son-in-law Noel Tata emerges as one of the frontrun- 
ners to be chairman Ratan Tata’s successor, will the Mistry family finally emerge out of the shadows? 









The first ever Businessworld 
survey on private equity 
funds in India. 


Overview The last nine 
years have been not been a 
cakewalk, but things are 
finally looking up. 


Performance They 
have learnt their lesson— and 
learnt it well. Funds are finally 
beginning to understand the nuances of the Indian market. 


Successful investments and models The 
best companies for venture capital funds to invest in and the 
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most successful investment models. 


Entrepreneurs who get money So you 


3 have the idea but no money. What are the criteria 
that will get private equity funds interested in you? 


Emerging deal structures UseVC moneywith 
care. Non-performance can invite reprisal. 


New funds Two Indian funds that hold a lot of promise 
— one floated by ICICI Ventures and the other by IDFC. 


Ports The focus of the third 
wave of infrastructure reforms. 
The container terminal at JNPT > 





Punjab Tractors The state government's decision 
to sell its stake in the company raises many questions. 


VSATS The amazing comeback story of an industry 
that was considered dead only a few years ago. 
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IN THE NEWS 


10| Interview: Pradip 
Baijal 

“Tm not 
replacing the 
licence. I am 
introducing a 
consultation on 
a future policy 


move. "rai chief Pradip Baijal 





DILEEP PRAKASH 
A > 


14| Interview: Phaneesh 
Murthy After Primentor, Murthy is back 
as the CEO of iGate Global Solutions. 

10! BSNL Boardroom tussle spoils its cellular party. 
1 1| Monsoons Could good rains spell bad news? 


16) Results Bumper profits! Corporate India raked it in 
last quarter. A look at how various sectors performed. 





IN VOGUE 


so! The Second 
Crusade 


After the Tehelka expose, what does 
Tarun Tejpal have up his sleeve? 
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62 Bookmark Is Hewlett-Packard CEO Carly Fiorina 
overly ambitious and ruthless? Read George Anders’ book to 
get interesting insights into this powerful lady's character. 





COMMENT 
8 Ashok V. Desai We mustask our- 


selves what security of oil supplies means in 
terms of alliances, equations and military 
investment. 
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Staying ahead, every week 


Fyou havent noticed already, let me tell you now — this 

issue of your magazine is different. Look left, and you 

will see that the contents section has been reworked. In 

a world that is already very complex, we thought we 

should do our best to make things simpler. So now, 
there are just three broad sections in the magazine: In The 
News, In Depthand In Vogue. In The Newsis what will keep you 
on the inside track. In Depth will give you new perspectives on 
critical issues or business sectors. Jn Vogue will keep you in 
touch with the wider society. 


If you look closer, you will also notice a few 
other changes. For example, the body font 
— Utopia — has been finetuned to give you 
an easier read. For headlines we now use 
FranklinGothic, one of the most attractive 
and versatile fonts in use worldwide. You 
will also see changes in the way stories 
are visualised, but let me not take away all 
the surprise. 


May 1999... 














Design editor Jyoti Thapa Mani, who 
started on the project nearly three 
months ago, says that her objective 
was to evolve a more stylish design that 
is in tune with Businessworld’s leader- 
ship position. 


We may have changed our attire somewhat, 
but let me assure you that the essence of 
Businessworld — the quality of its ideas, the 
accuracy of its information, the sharpness of its reporting — 
will remain unchanged, as it has for 22 years. We will also con- 
tinue to challenge established wisdom wherever necessary. 


«Now 


Four years ago, in 1999, when Businessworld changed fre- 
quency and became India’s first weekly business magazine, 
| there were many who doubted the wisdom ofit. Looking back, 
itis now clear the timing couldn't have been better. The pace of 
Indian business quickened perceptibly at the turn of the cen- 
tury, as India’s half-a-trillion-dollar economy integrated with 
the world. Anything less than a weekly wouldn't have been 
able to do justice to the times. That Businessworld has re- 
| mained the fastest growing business publication throughout 
| these four years tells us that you agree. 


I am hoping that you will like the current round of changes 
equally. Do let me know what you think. 


EAE 





AVEEK SARKAR, CHIEF EDITOR 
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Ashok V. Desai is 
consultant editor of 
The Telegraph 


We must 
ask 
ourselves 
what 
security 
of oil 
supplies 
means in 
terms of 
alliances, 
equa- 
tions and 
military 
invest- 
ment 


y ashok v. desai 


Interdependence 











for security 


RIME minister Chandra Shekhar’s 


mercifully short tenure saw some | 
memorable events. The most trau- | 
matic was the queues at petrol | 


pumps. Luckily, it was winter and 
scooter-riders did not roast in the sun. But that 
did not make them love the government any 


more. All heaved a sigh of relief when the clue- | 


less prime minister fell from power. 


In those times, only half of the oil wasim- | 
ported. Today the country consumes twice as | 
much of oil products, and imports three-quar- | 


ters of its consumption. An oil shortage today 
would be far more disruptive; no government 
can afford one. Almost two-thirds of energy 
supply now comes from oil. Apart from the oil 


dependence of transport, almost all the pri- | 


vately produced electricity — which has grown 
as public utilities have failed industry — is gen- 
erated from oil products. 

Luckily, the chances of another payments 
crisis have receded. With exchange reserves of 
$84 billion and rising briskly, payments prob- 


lems are the last thing to worry about. Imported | 
| sea pipeline. A pipeline from Iran and UAE 


| oilis now eminently affordable. 
But no country can have the same control | 
| onimports as on its own production. Imports 


require stability in oil-supplying countries, 


good relations with them, and secure lines of | 
| decade now because of its Paki-phobia. But 


supply. Only a superpower can aspire to 
achieve all three; the rest must make the best 
bargain they can. The US takeover of Iraq has 


an oil dimension; and American ambition is | 


not confined to Iraq alone. It encompasses the 


entire oil-bearing region from Saudi Arabia to | 
| problem on its own; but the more mutually de- 


Uzbekistan. Security of oil supplies must be an 
overriding objective in our foreign policy; we 
mustask ourselves what it means in terms ofal- 
liances, equations, and military investment. 
Although the government has followed a 
liberal oil exploration policy in the past five 


years, it has not been able to interest the oil ma- | 
| jors; most of the blocks have been taken up by 
| Oil and Natural Gas Corporation (ONGC) and 


Reliance. And the concessions have not led toa 
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rise in domestic production; India has become 
even more import-dependent. 

At the same time, underpricing of domesti- 
cally produced oil has been abandoned. This 
has led to a huge accretion of profits to ONGC; 
it doesn’t know where to invest them. It has 
taken shares in peripheral concessions across 
the world. They may enable it to maintain 
growth; but they are not an answer to India’s oil 
requirements, which continue to grow. To se- 
cure them, Indian companies need to partici- 
pate in oil production in the Middle East and 
South-east Asia, both ofwhich are leased out to 
the — chiefly American — oil majors. Entry in 
these regions would be easier in co-operation 
rather than in competition with the oil majors. 

Natural gas can replace oil in most uses. In- 
dia has the choice of gas from a number of 
neighbouring regions — Bangladesh, Qatar 
and Iran being prominent. Middle East gas 
could be liquefied and transported in ships, or 
piped across. Pipelines would be cheaper if the 
quantities were larger; and a pipeline across 
Pakistan would cost half as much as an under- 


would be just the beginning; if American plans 
to exploit Central Asian oil fructify, a pipeline 
from there will also become a possibility. The 
government has hesitated over such plans for a 


vulnerability is mutual; if India exposes itself to 
the risk of supply interruptions in Pakistan, 
Pakistan would also expose itself to the risks at- 
tendant on putting India’s energy supply in 
jeopardy. There is no solution to the Kashmir 


pendent India and Pakistan become economi- 
cally, the more difficult they will find it to have a 


| fight. Hydrocarbons are explosive, but they can 


be turned into a force for peace. 

It is time that our foreign policy was liber- 
ated from its obsession with Pakistan and the 
broader dimension of the country’s survival in 
an interdependent world was brought to bear 
on it. d 
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tered key criticisms against the paper. 


PRADIP BAIJAL 


z Why doesn’t the consultation paper 
include domestic and international long 


“Tam not ime? 


When we first started on the consulta- 
. tion paper, there were too many issues 
lE p la C In g th e coming up on ILD and NLD (national 
Š long distance). Both these licences have 
| ~ )) been separated recently as I didn’t think 
l C e n C e it (inclusion of ILD and NLD) could be 
done techno-economically. But then, 
lots of people came to us and said we 
should have included it. So we have 
asked people for suggestions on how it 
could be done and it will be included in 
the consultative process. 


m Don't you feel that this move 
circumvents the court process because 
the judgement is pending? After all, there 
are allegations of abdication of duty even 
PRADIP Baijal, chairman of the Telecom | licence regime public, sections of the in- | against Trai. 

Regulatory Authority of India (Trai), isin | dustry, especially the cellular players, | Let me answer that clearly. The court 
the hot seat. And, if initial reactions to | have been critical. One of the reasons for | process is on a specific part of the 

Trai’s recently-released consultation pa- | the flak was that the Trai consultation | licence. That the licence issued at one 
per on the unified telecom licence policy | paper did not include domestic and in- | point in time was illegal or legal. But 

is anything to go by, it’s only going to get | ternational long distance telephony | does that preclude the government 
hotter. Ever since the regulatory body | (ILD). In a telephonic interview with | from considering an alternative 


made its new thinkingon the futuristic | BW’s Radhika Dhawan, Baijal coun- | suggestion? I’m not replacing the 











TELECOM sons. BSNL officials admit that there 
were serious problems. “There was 


Boardroom tussle spoils catatenowceron 
BSN Ls cellular party Prithipal Singh as hitan and man- 


aging director with five full-time direc- 














N the first four months after it ment, BSNL was supposed to place or- | tors. It also has two outside directors, 
launched its mobile service, the ders for an additional 30% from the who are government nominees. 
state-owned Bharat Sanchar same vendors. However, with prices This dissent delayed the expansion 
Nigam (BSNL) signed up 2.3 million crashing, the dissenting memberson | of the company’s GSM network across 
subscribers. But in the next four | the board demanded that a the country. No orders were 
months, it has added only 1 million fresh tender be floated. placed for more 
more. Did something go wrong? | The alternative was es equipment. 
The trouble was not with BSNL's to get the vendors While BSNL's 
pricing or service. In fact, in many to agree to pro- installed capac- 
parts of the country, people were wait- | vide equipment ity was being fully 
ing anxiously to get their BSNL mobile based on the * | utilised, no new 
connections. It was not even that com- | price negoti- switching capacity 
petition had got even. The trouble, in- ated under the was being instal- 
terestingly enough, was within the | new tender. led. So there was 
BSNL board. That condition no way BSNL could 
Highly-placed sources say there was not accept- add more subscri- 
was dissent in the BSNL board over the | able to any of bers without affecting 
cellular expansion plans. As per the the old vendors the quality of service. 
original tender for switching equip- | for obvious rea- Finally, after a three- 


DILEEP PRAKASH 
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licence. I am introducing a 
consultation on a future policy move. 
This is a longer-term question and the 
issue is larger than what is pending at 
the court of law. Policy issues cannot 
wait. I think that there has been 
complete overreaction. 


m Doesn't this make it a dispute 
resolution move, just to solve one 
specific problem? 

You may think so. I don't. I have issues 
pending in a court but it doesn't pre- 
clude me from thinking about future 
policy moves. Telecom worldwide is 
moving at a very fast pace and I don't 
think it’s the right policy to keep waiting. 
When I was handling Balco’s disinvest- 
ment, there were hundreds of doubts. 
But we went ahead. 


m What’s the thinking in Trai on the 
migration path? 

You can't decide on the end before 
crossing the bridge. We have said that 
there will be thinking on the migration 
path and the person who has only a 
fixed licence will end up paying more to 
get a mobile one. Now you will ask me 
how much. ® 


month delay, BSNL did manage to 
place an order for 25% additional 
switching capacity, but only after the - 
go-ahead from communications min- 
ister Arun Shourie. The details of the 
final compromise formula are not 

yet known, 

The equipment should be in- 
stalled by September-October. Once 
that happens, BSNL should see the 
next phase of growth. But thanks to 
the internal dispute, BSNL has lost 
critical time while Reliance Info- 
comm has been signing up limited 
mobility subscribers under its Mon- 
soon Hungama offer. 

Once this equipment is installed, 
BSNL will have capacity for 7 million 
subscribers and hopes to touch 
5 million subscribers by the year-end. 
After October, BSNL will place orders _ 
for another 10 million lines switching 
capacity. The 17 million lines switch- 
ing capacity should be enough for 
BSNL till March 2005. a 

ANUP JAYARAM 





VERYONE has a point of 

view on the monsoons. 

Last Monday, the CII 

forecast a 4-5.5% growth 
in agricultural output, ifit contin- 
ued to rain as it has so far. After 
considering a 6.5% industrial 
growth and a 7.5% services 
growth, the CII pegged the up- 
ward limit on GDP growth at 
6.8%. A recent Citigroup report 
expected agricultural output to 
grow 5.5%, taking overall GDP 
growth to 6.3%, compared to its 
base case of agriculture growing 
by 3% and GDP by 5.7%. 

But people like Atul Sobti, 
Hero Honda's vice-president 
(marketing), who use such fore- 
casts, are wary. (A big chunk of 
Hero Honda's sales come from 
rural markets). “It is too early to 
say anything. The rains aren't 
over yet. The rural market is volatile — 
anything can go wrong.” 

Businessworld’s M. Rajshekhar 
drove down the Delhi-Mathura high- 
way to find out what the rural popu- | 
lace had to say. A few vignettes: 

Mahendra Singh has decided that 
his business is poised for a boom. He 
runs Karinda Tractors, a dealership for | 
M&M tractors plumb on NH2, just 
outside Mathura. By the time I get | 
there, I have decided there is no point | 
in asking what the rainfall has been 
like. There are clouds everywhere. 
Every rivulet, every pond is brimming. 
I can almost see the water buffaloes 
smile. This is the season when rice 
fields would ideally be flooded with 
water — and they all are. Last year, 
with indifferent rainfall in his territory, 
Singh sold 125 tractors. This year, he 
reckons he will sell at least 150. 

Five hundred metres away from 
his showroomis the anaj mandi (grain | 











market). Its biggest customer is the 
government — it buys 60% of all food- 
grains the mandi sells. If there is a 
spectacular harvest — traders in 
Mathura are expecting a 50% higher 
yield next year— will the government 
step in and buy? That will decide 
whether there is a boom in rural con- 
sumption or not. The government ran 
into criticism when food grain stocks 
had touched 58 million tonnes against 
anormal buffer of 16.8 million tonnes 
in 2001-02. Nevertheless, it probably 
will buy this time too. And not entirely 
because 2004 is election year. In a 
usual year, declares Tara Chand, a rice 
trader at the mandi, the government 
picks up 2,000 tonnes of grain. Last 
year, it picked up just 500 tonnes. In- 
deed, between lower procurement, 
large-scale exports, ‘food for work’ 
schemes and rising domestic offtake, 
India’s grain stocks have fallen. So the 
Gol will buy. à 
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IN RESPONSE TO RECENT MEDIA ALLEGATIONS AGAINST STAI 


In the last few weeks, you may have read numerous attacks on | 
Star in India's foremost and most established television channels, 
newspapers and magazines. Some of them accused Star of 
bypassing Indian regulations, others implied that the audiences, 
just by watching entertainment of their choice, were somehow 


under "foreign control". 


While the articles go into company structure, they do not 
adequately declare the broader context - which we feel is a mix 
of vested interests, commercial pressures and competitive agenda. 
We believe that the media campaign is aimed to confuse and 
mislead people, and to misrepresent the facts. 


Last week has seen a series of blatant and direct attacks against 
Star - we have sent written responses to two publications, 


reproduced here. 








THE FACTS 


Space TV: Space TV has not received any License for DTH - it has only received a lette 
inviting it to apply for a Letter of Intent ~ but clearly stating that the issuance of the L« 
and the final Licence is expressly conditional upon various eligibility criteria, including 
the regulations regarding equity holding. Star has never denied or hidden its interest ir 
DTH and Space TV's application for a DTH Licence. Star is indeed an interested busin 
entity and therefore, is involved in facilitating the application process. 


Star News: When the new guidelines for uplinking news channels were formulated, Sts 
was given 3 months to find Indian partners. ‘Today, Star has only a 26% equity in Star 

News - both in letter and in spirit. The fact is that Star News is now completely Indian: 
controlled, run by an all-Indian staff. Furthermore, Star does not control the Board of 
Directors. 


Radio City: Star has a fully legitimate contractual business relationship with:the licence- 
holder of Radio City, Music Broadcast Private Ltd. and Star has no equity interest in MBE 
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Is Star "foreign"? 


Star directly employs over 700 
people in India - these are the people 
behind Star's success. At Star India, 
everyone from the management to 
the employees are Indians drawn 
from across all parts of the country. 
And, several hundreds of people 
across India are employed by 
businesses, which are empowered by 
Star. A DTH business for example, 
would create employment for over 
5,000 people and indirect 
employment for an additional 
10,000 people. 


In the days.that Star partnered the 
Zee channels in India or 
commissioned NDTV to supply 
content for Star News, no one tagged 
Star as “foreign”. And no one ever 
doubted if Zee or NDTV were 
anything but Indian. 


Today, Star News has an extensive 
team of journalists - professionals 
who have worked in established 
print publications and TV channels. 
The new team at Star News has 
covered the recent war in Iraq with 
an objectivity and depth of which we 
are proud. There is no question that 
no matter which media company 
they worked for, each one of them 
would undoubtedly continue their 
life's work, keeping the interests of 
the country first and foremost. 
Raising doubts about their ability to 
continue to do so on Star News is an 
insult to them, and to every Indian. 


Star Plus programmes are built 
around families and family values, 
and their culture is unmistakably 
Indian. Would 50 million viewers 
watch Star Plus every week if the 
programmes did not strike a chord? 


Every week, it is these audiences in 
Hindi-speaking markets who decide, 
that Star Plus has 50 out of the top 
50 shows. 


AHB 
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When Kaun Banega Crorepati was 
launched, audiences all over India 
felt that Mr. Amitabh Bachchan's 
diction had brought with it, a revival 
of “shuddh” Hindi on television. At 
Star, we feel proud to have played 
this role, 


India Today points out that we 
control 65% of viewership in India. 
The fact is, that it is the Indian 
public that has preferred to watch 
Star channels over others. All 
channels are equally available on a 
TV set, and whether or not 
somebody watches a Star 
programme is up to them. Whether 
Star has no share, or a 65% share, 
is the result of the choice that 
viewers have made. No one can 
dictate to Indian audiences what 
they ought to watch; living in a 
democracy, the right to choose is 
an important part of one's basic 
freedom. 


What has Star brought to 
India? 

Star has been investing in building 
the Indian entertainment industry 
since 1993, long before Kaun Banega 
Crorepati or Kyunki Saas Bhi Kabhi 
Bahu Thi were launched, long before 
Star became a part of your daily life 
or the media plans of advertisers. In 
the days before Star was a leader, 
Star was still an investor in the 
Indian economy, but nobody ever 
accused it of being an unwelcome 
“foreign investor” and a threat to 
Indian players. 


Over the last decade, Star has helped 
drive the explosion of opportunities 
in the industry and helped shape 

its health and growth. Television 
today forms 60% of India’s 
entertainment economy and is 
valued at Rs, 11,100 crores. (Source: 
FICCI - KPMG report on The Indian 
Entertainment Sector) 
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Every day, Star invests over Rs.1 crore 
to bring quality programming to 
viewers. In turn, Star's investment 
benefits hundreds of Indian 
producers, artists, songwriters, 
editors, cinematographers, set- 
designers, make-up artists, lighting 
technicians, cameramen, script 
writers, sound engineers and others. 
Virtually every corner of the 
entertainment industry in the 
country benefits from the sheer scale 
of Star's investment in India. 


Within India, while Star is being 
attacked for being an investor into 
the Indian industry, it is worth 
noting that outside India, Star's 
investment into the Indian market 
continues to be cited as a case study to 
attract further foreign investment into 
the country. 


On a daily basis, Star is actively 
engaged in contributing to the 
community in several ways other 
than entertainment. Everyone 
knows about Kaun Banega 
Crorepati, but not many know that 
over Rs, 5 crores was contributed to 
charity through celebrity episodes. 
On every Star channel, every year, 
over 146 hours is allocated just for 
free-of-cost public service 
advertisements, Whether raising 
funds for the Gujarat earthquake 
disaster or supporting the anti- 
tobacco day, Star has demonstrated 
its commitment to the community 
it serves. 


Unmasking the agenda. 

Take any topic. If you find the same 
point of view being espoused across 
different media vehicles, it could be 
worth doing some homework and 
looking into the affiliations within 
the media industry. The-ownership 
of television media properties is 
much more well known than the 
affiliations and trails of print 
media houses. 
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Just a couple of examples of such 
affiliations - The Times of India 
group and Radio Mirchi; The Indi 
Today group; Aaj Tak and Red FM 


This is simply a pointer that it is 
essential for media companies to 
declare their affiliations and interesi 
a more obvious manner, especially 
when they publish articles that seek 
damage the reputation of their 
competitors -otherwise it is natural 
wonder if they have a vested interesi 














All India channel shares for week 27* 


Tak 30% 


Bih Jureet fahi A 


ril 2003, th 
new all Hindi Star News has 
substantially increased its ratings.a 
popularity in the Hindi heartland! 
adjoining table). This has led'to | 
certain parties feeling threatened. 
Competitive pressures aside, it is m 
secret that several major print. med 
houses resent the broadcasting me: 
policy, and are lobbying for a revisi 
in the print media policy, And son 
of these very groups who are now: 
trumpeting the “desi vs. videshi" 
argument to paint Star as "foreign" 
are the ones who have been lobbyii 
to allow 100% foreign direct 
investment in the print media. Co 
this be the agenda behind the recer 
attacks against Star? 





To sum_up, Star strives to constant 
raise the standards of quality and 
choice in Indian media and 
contribute to the vision of growth 
the Indian entertainment industry, 
We believe that this is the only reas 
for our success. We know that as oi 
viewer, you will appreciate our 
dedication, and we hope to.contim 


to earn- your loyalty. 
Zm 


















The Editor 
„The Times of India 


10th July '03 


Dear Sir, 


This refers to your article, ‘Star 
News equity: More than meets the 
eye’, in the Times of India, dated 
10th July 03. 


Your article raises issues with respect 
to the structure of Star News - but 
the fact is, that we are fully in line 
with the government regulations. 


Star News was India’s first 24-hour 
channel, and has brought the 
country independent news coverage 
day in and day out for the last 5 
years, This year, after bringing the 
content in-house, we have gained a 
market share of 22%. This clearly 
shows that the channel is liked by 
the audiences in our country, and 
considered an Indian channel. The 
‘channel is put together by a team 
that is 100% Indian, and it stands 
for an independent, balanced and 
< unbiased flow of news to its 
audiences. 





«In your objections to the Indian 

‘media policy, you have singled out 
Star as an obvious target for attack 
- we find it unbecoming of your 
newspaper's reputation. 


The approach to ‘foreign’ and 

; Indian’ is not only ill-advised but 
also unfounded since it does not 
reflect the opinions of the people of 

- our country, We are confident that 

». the people who vote for Star News 
with their remote controls every day 
consider it an Indian channel. To 
sum up, our company complied 

` with the new guidelines for 
‘uplinking of news channels from 
India although the time was short 
{3 months) to reduce the foreign 

: Holding to 26% and get Indian 
partners,. The board of directors 
represent the various stakeholders in 
the company, The news creation 
team, is run by an independent 
editorial team headed by Ravina 
Raj Kohli, Sanjay Pugalia and other 
sênior news journalists who have 
vast experience working in diverse 
news channels. 


One last point we would like to 
make. Being in the media business 
yourselves, both in print and radio, 
seeking changes in the current print 
media FDI regulations, you have in 
fact a vested interest in the subject. 
It is anly fair to declare your interest 
to your readers so that they can take 
it into account when they form an 
opinion on the subject. 


We hope that you will be able to 
publish this letter in its complete 
form. 


Yash Khanna 
Sv. V. P, Corporate Communications 
Star India Private Limited 









The Editor 
India Today 


11th July '03 





Dear Sir, 


This refers to your article ‘Loopholes 
Galore’ in the India Today dated July 
14th 2003. Whilst we do not wish to 
debate with you on the appropriate 
media policy for India, we would like 
to respond to several points made in 
your article regarding Star. 

(excerpts) 

1. Space TV 

We note that, at this point in time, 
all Space TV has received is a letter 
from the I&B Ministry inviting it to 
apply for the Letter of Intent upon 
payment of Rs 10 crores and 
fulfillment of other conditions in the 
formal DTH Guidelines issued in 
March 2001. This has been widely 
reported in the press already. 
According to the DTH Guidelines, an 
applicant for a DTH license has to 
obtain a Letter of Intent and 
subsequently the final operating 
license before it can offer a DTH 
service. We understand that the 
letter issued to Space TV is not the 
Letter of Intent and therefore Space 
TV is still a number of steps away 
from being able to offer a DTH 
service. 


We fail to understand why you 
focused on Space TV's paid-up 
capital in relation to STAR. We trust 
you are aware that Rs 10 crores is in 
fact only the amount of the non- 
refundable entry fee required to 
make a DTH license application; we 
do not understand how you could 
have concluded that this is the total 
investment for the DTH business. 


We have no doubt that the I&B 
Ministry will only grant the final 
DTH operating license to Space TV 
or any other applicant if the Ministry 
is satisfied that the applicant 
complies with applicable conditions, 
Star is indeed interested in DTH and 
we have never sought to hide this. 


2. Media Content & 
Communication Services (MCCS) 
First, you are wrong that MCCS’s 
application for a news channel 
uplinking license was made on Star 
News letterhead. In fact, 

the application was made on MCCS 
letterhead. Also, contrary to what 
your article said, MCCS' registered 
office address is not the same as that 
of Star India Pvt Limited. Having 
said that, as MCCS’ current business 
focus is on providing content to the 
Star News channel, the display of 
the Star News logo prominently on 
the MCCS letterhead is only natural 
and part of its overall branding and 
marketing strategy. 


Second, we do not see any anomaly 
with Ms.Ravina Raj Kohli carrying 
the titles of President of MCCS and 
President of Star News. Ms. Kohli is 
a full-time employee of MCCS. Her 
designation in MCCS is in fact 


President - Star News channel. 
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We understand MCCS may indeed 
develop relationships with other news 
channels,Ms. Kohit’s role is to service 
the Star News channel. 


Third, you have pointed out that 
MCCS's paid up capital is Rs 1 lakh 
only but the operational expenses of the 
Star News channel is Rs 200 crores. 
While MCCS currently has a paid-up 
capital of Rs 1 lakh only, it is proposed 
to increase the paid-up capital to at 
least Rs 4 crores (where ail shareholders 
other than Star, pending FIPB 
approval, have already funded their 
respective commitments), Also, while 
you have mentioned costs (which 
incidentally are not Rs 200crores}, you 
have omitted to mention revenues. The 
shareholders of MCCS project that 
MCCS's income from operations is 
adequate to meet its operational costs. 


You alse mentioned that PIB 
accreditation process normally takes 
one year but in MCCS's case is likely to 
take less than a month. The truth is 
that the accreditation process itself does 
not take one year. Cornpanies which 
are eligible to apply for accreditation 
should be operational for one year, 
which MCCS has been. 


You have also stated that MCCS was 
incorporated on May 30, 2002 
whereas the parent company Star 
News Broadcasting was incorporated 
later on August 8, 2002. While it is 
entirely possible for an existing 
company to be bought over by new 
company making the new company the 
parent of the older one, the fact is that 
Star News Broadcasting does not hold 
and never held a single share of 
MCCS. 


Finally, we fail to understand why you 
find it suspicious that Mr. Ajay 
Sharma's name appears in MCCS's 
application for a license to uplink a 
television news channel. Star India Pyt 
Limited is a 26% shareholder in 
MCCS and Mr. Sharma's involvement 
is as a director representative 
nominated by Star India Pvt Ltd. 


3. Radio City 

Music Broadcast Private Limited 
(MBPL) is a radio licensee company 
wholly owned by the Ispat group which 
is controlled by Mr, PK Mittal. 
Digiwave is a joint venture between 
STAR and the Ispat group which 
supplies radio content to MBPL. 
Digiwave and MBPL have a 
completely legitimate business 
relationship, leveraging on Star's 
expertise and experience in generating 
popular Indian content, which enables 
MBPL to offer quality radio 
programming to listeners in India. 


Over the last ten years, Star has 
invested significantly inte the Indian 
entertainment industry and driven the 
overall expansion of the industry by 
bringing quality and choice to 
audiences. We directly employ over 700 
Indian nationals, We air India content 
on our Indian channels, created and 
















Your article attempts te 
bells about “foreign 
name of "nationalis 
“Rupert Murdoch's sgn 
you state that he.” already contro! 
per cent of viewership in india 
Putting aside the jact of the simple 
distinction between Mr. Rupert 
Murdoch and Star, we would like f 
first point out that h 
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Finally, we feel obliged to enlighten 
your readers that you are in the print 
media business but your affiliate 
company Aaj Tak is in the television 
news business and therefore 
competitor to Star News. Your article 
Jails to point this out although it is 
standard practice for such conflicts of 
interests to be pointed out in major 
reputable publications (for example, 
we note that Fortune magazine, when 
writing about AOL Time Warner and 
CNN, would expressly note that they 
are related entities), We also note that 
Aaj Tak's audience share among the 
Hindi TV news audience post 
relaunch of Star News has eroded 
from 5996 to 38% while audience 
share of Star News has increased from 
10% to 22% - testimony of the fact 
that Star News is gaining ausliences 
over time. This cannot help but nake 
us wonder if your article was written 
with a view to promote-a vested 
interest. 











Indian audiences watch Star because 
of the appeal of tts programming. We 
welcome competition on this fair and 
objective front and not through the 
guise of debating national media 
policy. 


We hope this clarifies the various 
issues you raise in your article. We do 
hope that in the interests of letting 
your readers get truly involved in the 
subject, and in the interest of 
objectivity that is the hallmark of 
reputable publications such as India 
Today, vou will be able to publish this 
response in its entirety 


Yash Khanna 
Sr. V. P, Corporate Commiunications 
Star India Private Limited 
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- 
- T HE recent burst of good results 


from corporate India has fired 
up the stockmarket. But is the 
industrial revival weaker than we 
normally assume? The latest data 
on bank lending from the Reserve 
Bank of india (RBI) has led to some 
doubts rippling through the 
economist community. 

Bank credit has actually fallen 
in the first quarter of this financial 
year. A large part of this fall is 
because of the Rs 5,891-crore drop 
in food credit. 

Take this out and the data is still 
worrisome. Non-food credit has 
gone up by a mere Rs 2,250 crore. 
By contrast, over the same period 
#-* in 2002-03, it grew by four times 

> as much, 
re Some analysts say that this 
; confirms their fear that the 
#"> industrial revival is concentrated in 
~~ only a few sectors. Large swathes 
: of industry are still struggling, 
» especially small and medium 
; enterprises (SMEs), which are | 
© heavily dependent on bank finance. 
> Others believe this ‘credit-less’ | 
© recovery is actually a good omen. 
’ They feel that leaner and fitter | 
. companies are churning out more 
' without letting working capital and 
inventories shoot through the roof. 
The jury is still out. 


SS 








| 
HIS column had warned readers | 
a few weeks ago that there was | 
a new global currency war brewing. | 
© The US wants to let the dollar drop | 
in value to help reduce its $500- | 
billion current account deficit. It has — 
already lost ground against the | 
euro. Now the US govemmentis | 
leaning on Asian countries with l 
large trade surpluses — especially 
China and Japan — to let their 
& currencies appreciate. 
pi By how much? The institute of 

“=. International Economics in 


awit 
he 


— 


_. © Washington says that the US can 


"heen nee aoc 
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by Niranjan Rajadhyaksha 





sustain a current account deficit of | 


$250-300 billion. It says a 1% 


| decline in the dollar will cut the 


external deficit by $10 billion. So, 
the dollar has to fall by around 25- 
30% from its recent highs. 

The recent depreciation has 
ensured that the dollar has already 
gone half the distance. It is the 
euro and yen that have borne most 
of the burden of this fall. The 


‘second wave’ of dollar depreciation 


then has to be against a group of 
Asian currencies, especially the 
Chinese yuan. 

That could be good news for 
India. if the Chinese are arm- 
twisted into letting their currency 


appreciate, Indian exporters will get 


some breathing space. 
45 


HE recent recovery in the world 
economy is pleasing. But 


| Morgan Stanley's economics guru 
| Stephen Roach is a bit worried. 


“The world economy is now 
entering a low-quality cyclical 
upturn, at best,” he observes in a 


| new report. 
He says the revival is only tobe © 


expected, given the huge interest 
rate cuts and fiscal deficits in 
America, Japan and Europe. 

But the huge injection of 
liquidity will add to asset bubbles, 


| rather than popping them. And 


fiscal profligacy will send US 
savings — already at a record low 
of 0.7% of GDP — into negative 


| territory, he adds. 


Be wamed. 
BS 


ETERAN economist Nilakantha 

Rath has, in the Economic & 
Political Weekly, tried to do some 
elementary arithmetic on the grand 
project of linking the nation’s rivers. 
His conclusion is hardly surprising: 
he says people are being fed a 
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LAST week, Phaneesh Murthy joined 
iGate Global Solutions (formerly Mascot 
Systems).as CEO and director. iGate 
Global Solutions (IGS) is the offshore IT 
services subsidiary of the $292-million 
US-based iGate Corporation. IGS also 
acquired majority stake in Quintant, the 
six-month old BPO firm launched by the 
Hyderabad-based GMR Group ef which 
Murthy was chief advisor, for Rs 86.9 
crore. Inan exclusive interview with BW's 
Mitu Jayashankar, Murthy looks back at 
the journey from Infosys to iGate. 


m frs been one year since you left 
Infosys. Were you insecure at that time? 
When I resigned from Infosys, I took a 
week off and along with my family went 
to Alaska.on a cruise. It was the first time 
I was without work, my laptop and even 
my cellphone. I was anxious about what 
T would do then — not about the money 
part — but what I would do with my 
career. Iama South Indian Brahmin and 
so I like the stability of a job. But when I 
got back home, my answering machine 
was full and there were three messages 
with job offers. So that was reassuring. I 
have had several job offers; a large 
Indian company even offered me a 
signing bonus of $10 million. 









| “pie-in-the-sky”. a 





Se 
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PHANEESH MURTHY 


“Lalways had CEO 


ambitions” 


m You have never been a CEO before... 
I have always had ambitions of 
becoming a CEO, so I would, for 


iGate’s revenues have fallen from $500 
million to $300 million, so I have to first 
fix that problem and then scale it up. 


m Cutturalty how is iGate different from 
Infosys? 

Infosys has a strong home-grown 
culture. People were recruited from 
entry level and then they grew with the 
organisation, so itis very homogeneous. 
iGate was a staffing organisation so its 
skill was in hiring people from diverse 
backgrounds for middle and senior 


example, never have accepted a job as a 
sales and marketing head of another 


levels. It is more heterogeneous here. 
| But, ina heterogeneous culture it is easy 






company. But, even at Infosys, although | to fit in outsiders. 
z Iwas head of sales and marketing, the | 
$ buck stopped with me. I was headinga | E So did you ask iGate to acquire 
| É delivery team of 2,000 people, | Quintant if they wanted to have you 
| È everybody in the US reported to me; I | as CE0? 


handled HR there, I was also chairman | Acquiring Quintant makes a lot of sense 
of Progeon, so I have managed diverse | for iGate. It’s a business decision. But a 
functions. I have demonstrated —both | lot of people joined Quintant because of 
at Infosys and Quintant — that I can | me. They tookrisks in joining a start-up, 
scale up an organisation. The challenge | leaving good jobs and stock options. So 
for me now is to prove that I can fix | I could not just think for myself, I was 
problems as well. In the last few years, | concerned for all of them. we 








The Fellow Programme, equivalent to Ph D, provides necessary skills to identify and research complex issues in the field | 
of management. The institute provides an excellent environment for carrying out advanced research, and aims to | 
develop highly committed researchers trained in the most recent methodology, and producing original research. 


K Doctoral Programme of 
zzz Indian Institute of Management - Ahmedabad 


FELLOW PROGRAMME in MANAGEMENT (FPM) | 


Agriculture, Business Policy, Economics, Finance and Accounting, Information Systems, Marketing, Organizational 
Behaviour, Personnel and Industrial Relations, Production and Quantitative Methods, Public Systems. 





The Programme aims to admit individuals with exceptional academic background, strong motivation and 
discipline, and potential to become excellent researchers in academia and industry at international level. 
Applicants are evaluated on their past academic achievements, motivation and preparation for the programme, 
letters of recommendation, scores on standard tests and a personal interview with the faculty. 


ELIGIBILITY: Master's degree in any discipline, CA, ICWA, CS, with a minimum of 55 percent marks, or 
Bachelor of Engineering, with a minimum of 60 percent marks. Those appearing for their final examinations in 
the respective disciplines can also apply. ; 

FELLOWSHIPS: The fellowship covers all academic expenses (consisting of tuition, computer, library, | 
medical insurance, placement and alumni fees) and living expenses, including boarding and lodging. In 
addition, students will be entitled to out-of-pocket allowance ranging between Rs 72,000 p.a. (for fresh graduates) 
to Rs 84,000 p.a. (with work experience of 2 years or more). | 
HOW TO APPLY: Interested candidates are required to take the Common Admission Test (CAT) for IIMs, or 
through GMAT/GRE/GATE/UGC JRF (research) for some of the specific categories. (For CAT details, refer to 
advertisement that has appeared in leading dailies around 15th July, 2003). Application package for FPM canbe | 
asked for by post (FPM Office, IIM, Vastrapura, Ahmedabad - 380 015, Phone 079-6324635) or downloaded from | 
the institute's website. Last date of submission of completed application is 1st December, 2003. 


i For complete details, log on to: www.iimahd.ernet.in/fpm 
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Corporate India back 


Automobiles 


UOYED by an economic recovery, improved sen- 

timent, and cheaper finance, auto majors, espe- 
cially car and commercial vehicles makers, have got 
into the fast lane. “When the economy turns, there's a 
rebound. When growth is around the corner, con- 
sumer confidence and buying behaviour improves,” 
says B.V.R. Subbu, president, Hyundai Motor. The ex- 
ception to this trend are two-wheeler firms struggling 
to grow their volumes. Telco and Maruti have had 
dream runs and even Ashok Leyland has grown net 
profit by 59% in Q1 2004. With the monsoon looking 
good, auto majors could hope to continue in top gear. 

RANJU SARKAR 


Revving up on 4-wheels 

















A strong tonic 

Net profits Growth 
Company (Rs cr) (%) 
Zydus Cadila 25.60 32.60 
Ranbaxy 196.00 42.00 
Orchid 7.60 160.00 
Cipla 67.20 10.80 
Sun 5470 13.70 
GlaxoSmithkline 52.50 28.70 

Pharmaceuticals 


UST a year ago, pharmaceutical majors posted poor 

results as the domestic market shrank. Indian big- 
gies had shifted from branded medicines to generics. 
As prices of generics are lower, their margins fell. Now, 
there is a small correction. With more and more In- 


Net profits Growth 
Company een (%) dian firms turning to exports, domestic bulk drug 
Tata Motors _ 100.31 257.9 manufacturing capacity of big players are getting used 
Ashok Leland - ©. AS up to feed overseas demand. The Hyderabad-based 
Ashok Leyland 44.8 51.9 y 
Maruti Udyog “423.2 971.3 bulk drug manufacturer Aurobindo Pharma gets half 
Hero Hond 1578 13 its sales from exports as against 10% just a few years 
Aseas. FA ae a ago. The drop in supply is seeing prices of bulk drugs 
SP R, A <5 firming up. Analysts expect the uptrend to continue. 
Bajaj Auto 161.06 32.22 T. SURENDAR 
MANAGEMENT 


Elbee and the order of the Phoenix 


that no Indian firm has tried out 

— when deep in the red just hand 
over the reins to a consultancy firm. But 
that is just what the Rs 155-crore Elbee 
Services, the national player in the ex- 
press courier and logistics business, is 
doing. After struggling with mounting 
losses (Rs 82 crore in five years), Elbee 
chairman Sandip Shah has entered into 
a management contract with Phoenix 
Resurgency Management Services 
(PRMS), a specialist in turnaround con- 
sulting and implementation. 

Elbee’s long list of woes forced it to 

take this extreme step. Its investments 


T HIS is one turnaround strategy 


| period ending September 





in its aircraft didn’t really take off. The 
hub in Mumbai proved to be a costly af- 
fair and is now being sold off. Its split 
with UPS cost Elbee the profitable in- 
bound business. And with P 
the dotcom bubble bursting, KS 
the company’s e-commerce 3 
foray didn’t work out. As a re- 
sult, it registered a loss of 

Rs 19.45 crore for the 18-month 


2002, with interests 
(Rs. 23.12 crore) 
eating into prof- 
its. (Elbee is 
selling its prop- 
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erty in Mumbai's Ville Parle to extin- 
guish 70% of its debt.) Except for a 
brief respite in 2000-01, Elbee has 
been making losses since 1998. 
Help was urgently needed. 
| But how did it get hold of 
~~ Phoenix? Hormuzda Daver, 
~ one of the promoters of 
Phoenix and now on board 
the Elbee manage- 
ment, had previously 
worked with Elbee as 
chief of internal audit. So, 
when Elbee got into trou- 
ble, Davar suggested pro- 
fessional help from 











on the growth train 


Banking 


ESULTS for 19 banks that have reported results so 

far in the first quarter have been robust. The main 
profit driver is still trade in government securities. 
While total profit after tax rose about 32%, other in- 
come rose by over 57%. For State Bank of India, the 
profit on sale of investments rose to Rs 815 crore from 
Rs 114 crore — that’s a seven-fold jump. For ICICI 
Bank, growth in interest income was essentially flat 
(though it managed to cut its interest costs by paying 
off high- interest liabilities of the erstwhile ICICI). 
Growth in other income was 40%. But, net interest in- 
come has grown by a healthy 20% year-on-year. Per- 
haps, the most important factor has been the cut in in- 
terest costs of banks on deposits in line with the overall 
fall in interest rates. For 19 banks, as a whole, in- 
terest expenditure fell by 3.3%. 
AVINASH CELESTINE 


Money in the vault 


Net profits Growth 
roman June 03 YOY 


19 banks* Rs 3,027.52 cr 33% 


Includes State Bank of India, ICICI Bank, PNB, Bank of India, 
HDFC, Corporation Bank and UTI Bank 











Arresting the slide 
No. of Growth in PBDIT Growth in PBDIT 
AN (operating profit) (operating profit) 
Companies in Q104 in Q4 03 
over Q4 03 over Q3 03 
124 3.65% -29.69% 
Source: CMIE 


Software 


€ ompared with other sectors, software results 
pale. While the volume growth has been barely 
sustained, the decline in profits has been arrested, 
hopefully permanently. According to CMIE, the oper- 
ating profit of 124 software firms show a 3.65% se- 
quential increase over the last quarter. The operating 
profit of Infosys showed a sequential increase of 2% in 
the same period. Its sales growth was higher at 6%. 
Wipro’ results also agreed with the broad market. Its 
revenues grew 5% sequentially but margins declined 
by 3.7%. Satyam did slightly better. While its sales grew 
sequentially at 5%, its operating profit declined 
slightly by 0.6%. The results then tell a clear story. Off- 
shoring to India has caught on, so expect large vol- 
umes of work for Indian firms, but also expect the pro- 
fits to keep sliding unless they figure a way around it. 





Phoenix. The fact that P. Chan- 
drashekhar, Phoenix’ managing 
director, had previous industry ex- 
perience helped clinch matters. 

According to the contract, the 
three Phoenix directors will come 
on board with Sandip Shah con- 
tinuing as Elbee chairman and 
managing director. Shah will, 
however, give up operational con- 
trol and look at development and 
strategy. The Phoenix team will 
nominate the CEO, CFO, COO and 
the heads of departments in con- 
sultation with Shah. But with the COO 
expected to be an ex-Elbee executive, 
both parties have no apprehensions 
about the arrangement. 

Phoenix will be paid a fee that is 
part fixed and part variable (linked to 
performance). The contract will come 


RAVI PATIL 


Fokker 
p i 


Elbee’s Shah: couriering for help 


up for renewal after three years, though 
there will be weekly and monthly meet- 
ings to monitor Phoenix's progress. 

Its plans for Elbee include financial, 
operational and management restruc- 
turing. Elbee will now focus on its prof- 
itable, premium-segment financial se- 
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SHISHIR PRASAD 


curities business. Phoenix will 
also review and tighten customer 
service processes. For growth and 
expansion, the company plans a 
franchisee model for distribution. 
The one worry though is that 
Phoenix has no real experience of 
working with logistics companies 
yet. But its promoters, who have 
vast experience in the sector, are 
confident that will do. 

Shah and Chandrashekhar 
do not think that Elbee's cus- 
tomers will in any way be af- 

fected by the arrangement. “Whether 
you work with your own professionals or 
bring in consultants like Phoenix should 
not be an issue,” says Shah. 

The outcome of this experiment will 
be watched with a lot of interest. a 
JAY RANE 


__, for a regulator from all 


O we need a broadcast regula- 
D tor? The question is exciting a 
lot of interest lately. 
From uplink policy to 
foreign direct invest- 
, ment to direct-to- 
home to condi- 
\ 7 tional access 
__ system (CAS), 
almost every 
major policy 
decision on me- 
dia has caused 
chaos. That’s 
prompted a clamour 


\/ sorts of people and bodies. 
j An Indian Media Group — consist- 


‘ving of Living Medias Aroon Purie, 


NDTV’s Prannoy Roy and Sahara TV’s 
Subroto Roy among others — has 
banded together to petition the govern- 
ment fora comprehensive media policy. 
Some of their demands include, imple- 
mentation of CAS and a 26% cap on for- 
eign investment across media. Mean- 
y while, Ficci, along with New-Delhi 
vy based law firm Amarchand Mangaldas, 
V organised a closed-door meet with the 

' broadcast industry and government of- 
ficials to discuss the need for a regulator. 
All this raises a few questions. Why 
was this demand not made earlier? How 
much of the clamour has to do with Star 
News’ foreign equity controversy? Or 
has it to do with fighting competition by 


TRIBHUWAN SHARMA 


















DILEEP PRAKASH 


MEDIA 


Clamour 
fora 
watchdog 


fixing policy? Even the international 
media, while remaining silent on what 
Star may or may not have done, com- 
mented last week that the clamour for a 
regulator has come because Star is suc- 
cessful. Many took the view that having 
a neutral body that sets the basic princi- 
ples and framework is not a bad idea. 
Though the pending Convergence Bill 
envisages such a body, it seems a long 
way from being passed. While insur- 
ance or telecom have regulators, media 
is different. The government's desire to 











From Left: Prannoy Roy, Aroon Purie and 
Subroto Roy: Leading a chorus for the 
need for a comprehensive media policy 


control, censure or 
censor is dispro- 
portionate to 
the size of the 
industry. Me- 
dia — news- 
papers, mag- 
azines, and 
television sta- 
tions — can 
make or break gov- 
ernments. It is an ani- 
mal that it would like to 
control without seeming to be undemo- 
cratic. So will it transfer that power to a 
regulator? 

The other question is: should the in- 
dustry allow that? After all, the private 
broadcast industry has done well since 
its beginning over a decade back. It has 
grown to almost Rs 12,000 crore without 
any help, regulation or push from the 
government. Andithas been a fairly dis- 
ciplined industry so far. So why don't 
broadcasters, publishers and other me- 
dia barons get together and co-opt on 
policy even as they compete in the mar- 
ketplace? Or is that too much to ask of 
an industry that is busy fighting for 
slices of a market that is not even 
halfway close to maturity? | 

VANITA KOHLI-KHANDEKAR 


HEMANT MISHRA 
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Smart Databases 


Presenting the second ina series of excerpts from The Marketing Whitebook: this one is 
from anarticle on database marketing 





ne A ar 


SP SRT. 


India’s most frequently used databases 
Rate Source/s 


| | Rs 2.50 | List vendors, Cll, Ficci, 


Remarks 


Approx. Qty 





CEOs of India’s Top | Don’ t expect more 
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Next time you travel the world, try something new. 
Start with how you fly. 


Keep discovering. 
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INDIA-PAKISTAN RELATIONS 


Out of the freezer 


With hardliners on both sides meeting, there’s a thaw 






















Pak hardliner Fazi ur Rahman (left) with VHP’s Giriraj Kishore (centre) 


SS hardliners crossing the 
border to Pakistan to talk 
peace? Pakistani hawks 
talking peace with VHP 
leaders? When prime min- 
ister Atal Bihari Vajpayee extended the 
hand of friendship to Pakistan at a rally 
in Srinagar earlier this year, he could 
scarcely have imagined the momentum 
his initiative would gather. Nor could he 


have anticipated the kind of concilia- | 


tory noises that hardliners from both 
countries are making at the moment. 
The thaw is, indeed, remarkable. 
From unofficial parliamentary delega- 
tions to little Noor Fatima, whose heart 
was successfully repaired by doctors in 
Bangalore, to the visit of Pakistani hard- 
liner Fazl ur Rahman, there's been a 
flurry of activity on the Indo-Pak front 
this summer. And the buzz continues. 
In August, a delegation of parliamentar- 
ians and journalists will be off to Islam- 
abad for a three-day conference organ- 
ised by the South Asia Free Media 
Association (Safma). Remarkably, three 





| Muslim dispute had reached such pro- 
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RSS members will be headed for the 
Safma conference. This is the first time 
the saffron body will send its members 
to Pakistan for friendship talks. 

Meanwhile, Pakistani hardliners 
also seem ready to extend an olive 
branch. Rahman, who heads the fun- 
damentalist Muttahida Majlis-e-Amal, 
met the top brass of the RSS and the 
VHP recently. 

From all accounts, their discussions 
were frank and cordial with Rahman 
candidly asking VHP leaders Ashok 
Singhal and Giriraj Kishore how many 
mosques they wanted. Three, they told 
him. Rahman is believed to have ex- 
pressed astonishment that the Hindu- 


portions over just three mosques. 

It was the first ever meeting be- 
tween the fundamentalists. And it 
doesn't stop here. Interestingly, the 
Sangh initiative of sending delegates to 
the Safma conference is independent 
of the government. Safma officials sent 









feelers through Pondicherry governor | 
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K. R. Malkani, perhaps the only RSS 
member to have maintained touch 
with Pakistani groups. Malkani dashed 
off a letter to RSS chief K. S. Sudershan. 
And the Sangh bosses decided that the 
time had come to tap what appeared to 
be a growing Pakistani desire for con- 
tacts with the hawks in India. 

Sangh circles attribute the shift in 
their hardline no-talks stance to the sig- 
nals emanating from across the border 
post Afghanistan and Iraq. With the Is- 
lamic world under siege, the funda- 
mentalists are keen to make their peace 
with India before New Delhi and Wash- 

ington join hands 
to redraw this re- 
gion’s map. Accord- 
ing to RSS sources, 
Rahman hinted at 
the rethink within the 
Pakistani religious estab- 
lishment during his discus- 
sions with them. “If the new 
mood in Pakistan can help 
the fundamentalists there to 
accept a Hindu India, the 
RSS is happy to start a dia- 
logue with them,” said a 
Sangh loyalist. 

But official sources caution against 
any euphoria. Despite the increase in 
people-to-people contacts, normalisa- 
tion of relations is still far away. For in- 
stance, Pakistan has still not agreed to 
open its airspace to Indian aeroplanes. 
Pakistan continues to drag its feet on 
the implementation of the Kathmandu 
Saarc Summit pact on the South Asian 
Free Trade Agreement (Safta), which in- 
cludes granting India most favoured 
nation status. Official sources said that 
Vajpayee’s presence at the Saarc Sum- 
mit meeting in Islamabad next January 
is conditional to forward movement on 
Safta and Pakistan is well aware ofit. So, 
while the hardliners may soften up, 
both the governments still have a long 
way to go. B 
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Which w the s foll owing is the sae automotive onpa company in the world? 
(a) Baan {b) SAP {c) Delphi (d) Zenovus 


JR.D. Tata was chairman of Air-india for 30 years. Who replaced him in February 19782 
(a) Pratap Chandralal (b) Y.B. Chavan (c) Prakash Tandon (d) Ajit Haksar Ibrahim 


Who is the editor and publisher of the magazine Verve? 
(a) Rashmi Uday Singh (b) Anuradha Mahindra (c) Gita Piramal (d) Reena Wadhwaii 


With which television company would you associate Apurva Purohit? 
(a) Sony Entertainment TV (b) SAB TV (c) Sahara (d) Zee Telefilms 


Which-bank’s tagline is ‘Old Fashioned Banking, New Fashioned Technology’? 
(a) Industrial Development Bank (b) Karur Vysya Bank (c) Dena Bank (d) Development Credit Bank 


Which showbiz personality runs production house Akruti Films? 
(a) Neena Gupta (b) Asha Parekh (c) Manju Singh (d) Aruna Irani 


Pepsodent is offering free dental insurance worth Rs 1,000 in collaboration with whioh insurance company? 
(a) New India Assurance (b) Om Kotak Mahindra (c) Oriental Insurance {d) National Insurance 


Who set up the Chennai-based BPO company OfficeTiger? 

he A oseph Eua (b) Vikram Talwar (c) Arun Maheshwari (d) Michael Dertouzos 
q gr Which contrarian global investing guru writes of Asia's huge population affecting the world in the book 
i Tomorrow's Gold - Asia’s Age of Discovery? 

(a) Claire Barnes (b) Mark Mobius (c) Mark Faber (d) George Soros 


| 10.“Which social psychologist came up the Cognitive Dissonance theory, which is used often by marketers? 
(a) Abraham Maslow (b) George Kelly (c) Kurt Lewin (d) Leon Festinger 
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Answers to AMITY BIZQUIZ # 94 


. Wendelin Wiedeking is the chief executive of which car company? Porsche 

. in which year did Hindustan Lever launch its rural marketing operation, Project Bharat? 1998 

. Which country’s passenger railroad system is called Amtrak? USA 

. Khwaja Abdul Hamled set up which company in India in 1935? Cipia 

. Which company uses the baseline ‘Value beyond chemistry’? Ciba Specialty Chemicals 

Which of the following owns Siti Cable? Zee Telefiims 

Which celebrity owns the Fatburger chain of restaurants in the US? ‘Magic’ Johnson 

. Who has been appointed IT advisor to the prime minister of Thailand? N.R. Narayanamurthy 

9°. Who heads the commercial vehicles business of the Tata Engineering and Locomotive Company (Telco)? Ravi Kant 
40° The QQ is a Chinese copy of which General Motors car? Matiz 


Winners of AMITY BIZQUIZ # 93 


g m om gi p ga po 


; . |. Balaji, Chennai 2 Sunder, Pune 3. Loveleen, Gurgaon 4. K.R. Shanta Ram, Bangalore §. Adarsh V., Mysore 8. Uma Nagaraj, Madikeri 
; 2) Vigeendharan, Madurai 8. K.R. Jaya Ram, Bangalore 9. Adityo, Kolkata 10. Surjeet, Chennai 


Start with Rs.1000 from us. 


Now sel 


e i : www.firstandsecond.com 
| Log on to Firstandsecond.com for one of the largest collection of books India’s biggest book stop 
£ in the world, Lucky 10 winners of the Bizquiz, get an accelerated delivery M-34 Outer Circle, Connazight Place, New Dathi. 


oa : A1423; Sector Road, DLF Phased, Gurgaon 
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” Entry Form (Amity BIZQUIZ # 97) 
Me: FASES 


Designation/Occupation: Address: 
Telephone: (O) oe RD 


Do You Subscribe fo: Businessworld m Business Today Tl O Business Indio C} -India Today 


S Submit your answers or ine ¢ at i 
www arity.edu/ha 
er mail your responses fo: 
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~ Rules and regul lations. 


98 This contest is apen to oll indion citizens except employees (ond their relatives) ofAmity/RBEF and ABP Pvt. Lid, 8 Businessworld wi ln not he apse fior gay postal delay lasses in transit of mutilation 
of entry forms, All entries will be treated as the rere of Businessworid 8 Businessworld reserves the right to terminate or extend the contest at any time; or to accept or reject entries at its absolute discretion 
slr signing afy reason forthe seme W Gift wili be sent to the winnérs, n will be individually intimated, through registered post/courler/email %8 The borsdicion meng this contest will rest 
ext) isiel iy with the competent and fora of Kolkata only 8 Incomplete forms will not be accepted. 





now makes eve n] 
Business sense. 


Businessworld, India’s No. 1 business weekly now has the largest combined 
circulation” in Delhi, Mumbai, Kolkata, Chennai, Bangalore, Hyderabad, Ahmedabad 
and Pune. Making it the preferred business 


magazine in major metros. 


‘Fortnightly magazine. “Source - Based on ABC area breakdown statement Jul - Dee 2002. 
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HE forty-minute ferry ride 
across Mumbai harbour is a 
journey from the past to the 
future. It is also a metaphor of 
how the third wave of infra- 
structure development is 
gathering strength along the country’s 
5,560 km shoreline. First telecommuni- 
cations, then roads, and now, ports. 
The grime and filth of the old Mum- 
bai port still evoke memories of that 
1970s film classic, Deewar. Amitabh 
Bachchan walking down the quay, his 
786 number badge shining against his 
fading blue shirt, the beedi hanging at 
the edge of his mouth, the simmering 
rage as he takes on the dockside goons. 
Cut. The ferry gently docks into the 
terminal at the Jawaharlal Nehru Port 
Trust (JNPT) at Uran, on the other side 
of the Mumbai harbour. What is spread 
out before me looks like an airport ter- 
minal rather than a port — container- 
ised cargo, mammoth cranes, comput- 
erised systems. The few people in sight 
are wearing clean, well-ironed overalls, 
without the trademark grease stains of 
dockworkers. The clanging of machin- 
ery has been replaced by the unending 
drone of cranes as they pick up contain- 
ers and load them onto trucks. 
Since 1999, a flotilla of domestic and 
global investors has poured around 
Rs 12,000 crore into the ports sector — 
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The third wave of 


India’s infrastructure 
development, in ports, is 


well under way. But it is 
still a long way to the shore 





Waterfront 


either in privatisations or in greenfield 


projects. Already, six private projects | 


are up and running. Three more are on 


the way (See ‘The Private Ports Of In- | 


dia’). The total amount of foreign direct 
investment (FDI) in ports over the past 
four years: an estimated $1 billion. 
That’s already about half of what the 
telecom sector has pulled in since 1994. 

The dismantling of public-sector 
monopolies in the ports sector should 
lead to the same economic benefits 
that have been seen in telecom and 





roads. Though ports account forjust6% | 
of India’s $32-billion logistics industry, | 
about 90% of India’s foreign trade | 


passes through them. The first benefits 
are visible. The turnaround time for 
ships has dropped from 8.1 days in 
1990-91 to 3.7 days in 2001-02. At JNPT, 
the private terminal run by Australian 
shipping company P&O turns a ship 
around in just 16 hours, compared to 30 
hours at the government-run terminal. 

Yet, there is still a long journey 
ahead before the Indian ports sector 
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can match up to global standards. “One 
of the reasons that we are unable to 
compete with China in certain goods is 
because they can ship out in a couple of 
hours while it takes one week to get 
stuff out of our country. You just miss 
the market,” says Rafeeq Ahmed, presi- 
dent of the Federation Of Indian Export 
Organisations (FIEO), an apex body. He 
adds that the new private ports are 
making things easier for exporters. 

But JNPT has almost been paral- 
ysed in recent weeks. Near the adminis- 


JNPT,-across the Mumbai harbour, is symbolic of India’s new, modern ports 


tration building there are makeshift 
parking lots for trucks. The drivers are 
lying around in the shade, playing 
cards. “We had to clear out parts of our 
bulk yards to accommodate the trucks 
and ease congestion outside the gates,” 
says JNPT chairman Ravi Budhiraja. 

Last month, the port was handling 
100% more container traffic than its ca- 
pacity. The result: hundreds of trucks 
queuing up outside the port gates, 
overflowing container yards, extra 
trains being loaded every day and ships 
waiting to berth. Ironically, when JNPT 
was set up in 1989, the idea was to de- 
congest Mumbai port. Fourteen years 
later, it’s JNPT’s turn to be choked. 
“Container traffic is growing at 27% an- 
nually, and JNPT caters to 80% of this 
traffic, so there is bound to be this kind 
of congestion,” says Budhiraja. 





The recent congestion at JNPT — 
despite its modern efficiency — shows 
how trade is hampered by the shortage 
of port capacity. In 1998-99, ports han- 
dled 250 million tonnes of cargo when 
their capacity was only 220 million. The 
result: long delays and high prices. 

What's the way out? In December 
2002, IDFC managing director Nasser 
Munjee told a seminar audience, which 
included foreign investors, that “pri- 
vatisation is inevitable for the survival 
of Indian ports”. The government, too, 
has seen the writing on the wall. 

Unfortunately, but perhaps expect- 
edly, India’s experience with port pri- 


vatisation has been a choppy mix of 


success and bungling. 

In 1996, the government decided to 
throw open ports to the private sector 
as it did not have the money needed to 
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PORTS 


The action so far... 


Port privatisation is the t 
infrastructure 
reforms, after roads and telecom 


wave of it 


Already Rs 12,000 re of 
investment ay come into the 
sector. This includes ee 
direct investment of $1 billic 
half of what has come into the 
telecom sector 


Container traffic is up 67% to 

37.23 million tonnes in 2001 

02 against 12.25 million tonnes 
in 1993-94 


Average tumaround time of ships 
is down from 8.1 days in 1990- 
91 to 3.7 days in 2000-01 
Average pre-berthing waiting time 
down from 3 days to a few 
hours 


All major international port 
companies, including Maersk 
Sealand. CSX, Port nf 
Singapore Authority arid 
Dubai Ports, have put in bids 


for private projects 


increase port capacity. The game plan 
was simple — lease out terminals at 
major ports to private operators Ol 
form joint ventures (JVs) between an 
Indian port and a foreign port. 

The government hasn't been able to 
form any JVs till now. But it has man 
aged to lease out four container termi 
nals to private operators — at Chennai, 
Tuticorin, Visakhapatnam and JNP1 
This is how a lease works. Private play 
ers build and operate a terminal at a 
concession. After 30 years, the 
are transferred back to the government 

More than 85% of the world’s ports 
follow this ‘landlord port’ model. The 
port authority is like a landlord; it re- 
tains the port infrastructure and regu 
lates. Port services are provided by pri- 
They 
needed to run the port. For 30 years, the 


assets 


vate operators. own the assets 
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PORTS 








government will either take a share in 
the operator's revenues or will be paid a 
royalty for leasing out infrastructure. 

In 1999, P&O bagged the $300-mil- | 
lion deal to operate the JNPT container 
terminal at a 30-year concession. The | 
container terminals at Chennai, Tuti- 
corin and Visakhapatnam have also 
been leased out. But industry experts | 
say India has not embraced the com- 
plete landlord port model. Only a few | 
terminals are leased out. Other termi- | 
nals in the same port are run by the 
public sector port authorities. 

This hybrid model has led to an ex- 
pected problem — conflict between the 


Nikhil Naik 
General manager, P&O Ports 


“Competition is here to stay — 
intra-port, domestic or global. 
That means world-class efficient 
service for the end user” 
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| trol prices. In ports, 


Ravi Budhiraja 

Chairman, JNPT 

“We used to think 
that we were the 
best port in the 
country, but the 
private terminal at 
Nhava Sheva 
made us sit up and 
do a reality check” 


port trusts and the pri- 
vate operators. 

The controversy 
that erupted after the Chennai contai- 


ner privatisation is a good example of 
how hybrid solutions can make a mess | 


ofa privatisation exercise. The bogey of 


private monopolies has been raised, es- | 


pecially against P&O, which operates 
container terminals at JNPT and Chen- 
nai. P&O is also inter- 
ested in bidding for the 
third terminal at JNPT 
as well as terminals at 
Kandla and Kochi, but 
has been debarred. 
Should P&O be al- 
lowed to take over 
more capacity? Opin- 
ion is split down the 
middle. Some say mo- 
nopolies should be dis- 
couraged at all costs. 
Others say a monopo- 
listisonewhocancon- Nikhil Gandhi 
prices are controlled by 
an independent regu- 
lator — The Tariff Au- 





Chairman, Gujarat Pipavav Port 


“Every year, India loses 
a billion dollars because 
of inefficiencies at 


P&O’s marketing efforts. Initially, P&O 
offered bulk discounts to ships that 
called in at their terminal. Though this 
price undercutting hurt JNPT, they did 


| notcomplain. “Before Nhava Sheva, we 


believed we were the best port in the 
country, but this was a reality check for 
us. Liners were opting for P&O terminal 
because of its efficiency and service 
standards. Our boys had to pull up their 
socks,” says JNPT’s Budhiraja. 

Hence, the government plans to 
privatise the third terminal at JNPT. Ten 
private operators have been short- 
listed. Requests for proposals are being 
made. The process will be completed 
by the end of the year. “JNPT terminals 
are the most attractive in South Asia 
due to the existing infrastructure, po- 
tential for growth, good road and rail 
connectivity, and also because of its 





draught which they 
plan to deepen, so big 
motherships can dock 
there,” says Athar Sha- 
hab, head (transport 


thority For Major Ports ports, That’s enough business) at IDFC. 
(TAMP) — and not the money to build a major In Chennai’s case, 
port operators. port every year” the government tried a 


In a recent article, 


former finance minister P Chidam- | 


baram criticised the monopoly argu- 
ment, calling it a “specious” one. “Eco- 
nomic reforms continue to remain 
hostage to arbitrary... policies of the 
government and, sometimes, an indi- 
vidual bureaucrat,” he wrote. (Mean- 
while, Hutchison Ports, a Chinese firm, 
was barred from bidding for the third 
JNPT terminal due to objections by the 
defence establishment as JNPT is very 
close to an important naval base.) 

Yet, the JNPT and Chennai privati- 
sations show that it works. More ships 
have been calling at JNPT, thanks to 
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new model. It invited 
bids only from the Top 3 port operators 
in the world. So, Hutchison Ports from 


| China, Port of Singapore Authority and 


P&O were invited to bid. P&O offered 
37.12% of its revenue to the port and 
bagged the $125-million project. 

When P&O took over the Chennai 
port, liners were levying a $200 sur- 
charge per container as a penalty for 
waiting at sea (the pre-berthing time 
would stretch to a week). Within a 
month of taking over, P&O eased the 
congestion. The surcharge was taken 
off. “Besides all the clean-up we had to 
do at the port, there was also the labour 
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union to tackle,” says P&O general 
manager Nikhil Naik. The company is 
still wrangling with the unions in court. 

The next round of privatisation will 
be at Kandla, Kochi and JNPT’s third 
container terminal. All the major global 
players — Maersk Sealand, Port of Sin- 
gapore Authority, CSX of USA, Dubai 
Ports, Marubeni Ports of Japan and 
Westport of Malaysia — are bidding for 
various projects. Some have submitted 
bids for all port privatisation projects, 
despite recent controversies. 

While the government goes two 
steps forward and one step back, pri- 
vately-owned ports, too, have geared 
up for the action. Pipavav and Mundra 
in Gujarat are greenfield ‘private’ ports 
— they are minor ports and fall under 
the purview of the state government. 

Pipavav was, in fact, the first ever 
port to get privatised. Way back in 1990, 
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: P&O (Australia) 
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teus: twenty foot equivalent units, the units used to measure container cargo 
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Operator ($ million) 


25 





the Nikhil Gandhi-owned Sea King In- 


frastructure sought permission to build | 
a port at Pipavav. “It was difficult for us | 


as there was no precedent or policy for 
port privatisation. We had to fight the 
government, local political lobby and 
also contest a public interest litigation,” 
says Gandhi, chairman of the port. 

The first berth at Gujarat Pipavav 


Port was up in 1996. When the policy | 


was formulated in 1998, Pipavav had to 
conform to it. The port was transferred 
from an ownership to a 30-year conces- 
sion operation. Besides Gandhi, Port of 
Singapore Authority and Maersk Sea- 
land have large stakes in the port. “The 
total investment made is Rs 800 crore. 
We intend to pump in another Rs 800 
crore in the next two years to make Pi- 
pavav a regional hub,” says Gandhi. 

The other major private port on the 
west coast is at Mundra. In May this 
year, P&O acquired it from the Adani 
group for $195 million. There is talk in 
the industry about privatisation activity 
in other minor ports too, like Dahej in 
Gujarat and Kulpi in West Bengal. 

So, what's next? 

Today, the world’s main shipping 
activity is routed through the Indian 
Ocean. The most convenient port for 
Indian exporters is Colombo. The big 
tankers berth at Colombo or Dubai, 
where the waters are deep. Goods are 
then moved by smaller ships to ports 
like Chennai (called trans-shipment). 
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Operational since July 2003 







: Operational since 
: December 2001 









; Operational since 
June 2003 










Identified for privatisation 


India lacks a trans-shipment hub. 

“Its tragic that India is feeding traffic 
to Dubai and Colombo when we have 
the potential to develop trans-shipment 
hubs,” says IDFC’s Munjee. In the next 
two years, Pipavav port plans to deepen 
the berth to 15.5 metres (motherships 
need a draft of at least 15 metres to 
berth). Kochi port is also inviting invest- 
ment of Rs 600 crore to make it a trans- 
shipment hub. JNPT plans to invest 
Rs 7,000 crore in the next two years to 
convert itself into a hub. 

Yet, Indian ports have a long way to 
go. Turnaround times are way below 
global standards. Labour productivity is 
abysmal — 1,424 tonnes per worker, 
compared to 50,500 tonnes at Rotter- 
dam. The lack of trans-shipment hubs 
means that exporters and importers 
have to take complicated routes to the 
market. All this imposes huge costs on 
the Indian economy. 

It's around $1.5 billion a year, ac- 
cording to one estimate. Exporters have 
to work with huge inventories and thin- 
ner margins. Consumers have to pay 
more for imported goods. Or look at itin 
another way: the total cost of increasing 
port.capacity by 122 million tonnes in 
the Ninth Plan has been estimated at 
$3.4 billion. If this leads to an annual 
saving of $1 billion for the entire econ- 
omy, then the investments pay for 
themselves in less than four years. 
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story 


TERLING Bay, 103, Walkeshwar, reads like the ad- 
dress of any of those nondescript, nouveau riche 
businessmen who throng this South Mumbai 
neighbourhood. But it isn’t. Even the local paan- 
wala near Chowpatty knows who stays there and 
won't take more than a few seconds to direct you 
up the hill to the cream-coloured Georgian man- 
sion overlooking the sea. Behind the black and gold wrought 
iron and stained glass gates, Sterling Bay looks remote. Just 
like its reclusive owner. 

Pallonji Shapoorji Mistry, 74, would have it no other way. 
Mistry is one of the richest Indians, but you seldom hear about 
him. With an estimated net worth of $2 billion (Rs 9,200 crore), 
he ranks fifth among Indians in the Forbes Billionaires 2003 
list, after software czar Azim Premji, the Ambani brothers, 
K.M. Birla and Lakshmi Mittal (See ‘The Richest Indians’). But 
that’s not his sole claim to fame. With a stake of 18.37%, Mistry 
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is the single largest individual shareholder of Tata Sons, the 
holding company of the Rs 44,000-crore Tata group. His hold- 
ingis six times that of group chairman Ratan Tata and his fam- 
ily. Yet his business empire, and his role in one of India's biggest 
conglomerates still remain cloaked in a veil of secrecy. 

Try asking senior Tata executives who've spend an entire 
lifetime in the group about Mistry. Very few know much about 
him. Serving, or even former Tata Sons directors who have 
dealt with Mistry prefer not to speak about him at all. Little 
wonder they call him the Phantom of Bombay House. Mistry 
has a few very close friends in the Parsi community, but even 
they would rather not talk about their relationship with him. 
Except for a couple of rare media interviews in the past, Mistry 
prefers to stay away from the limelight. According to a family 
spokesman, Mistry refused to share details of his assets with 
Forbes because “he doesn't need to tell you he's rich!” 

But now, however much Mistry may like to remain in the 
shadows, unobserved, a concatenation of circumstances 
could make that very difficult. Let's start counting the reasons. 
No.1: Ratan Tata will soon have to start thinking 
about his successor, and as the single largest 
shareholder in Tata Sons, Mistry will not be 
an uninterested observer. No.2: When the 
Tatas take Tata Consultancy Services 
(TCS) public in what is expected to 
be the biggest-ever IPO in the In- 
dian market, Mistry will take 
home one of the largest wind- 

falls ever to have appeared be- 
fore a person: roughly Rs 700 
crore! No.3: Mistry’s own real 
estate and construction 
group, which has had mod- 
est ambitions so far, is now 
starting to think big be- 
cause it expects all 
that cash infusion. 
No.4: Mistry will 
have to retire from 
the Tata Sons board 
later this year, and it is 
clear that he would like 
his elder son to take his 
place. Will Ratan Tata 
agree? Whatever the deci- 
sion, one thing is sure: you 
will be hearing more about the 
Mistrys in future. Already, Mistry’s 
two sons have been appointed on 
the boards ofa few Tata companies. 
What kind ofa person then is Pal- 
lonji Mistry? He is reclusive, but 
associates and friends describe 
him as affable and humble, 
seldom willing to assert his 
authority or position. How- 
ever, he carries a high de- 
gree of credibility in his 
business dealings. Zafar 


PALLONJI SHAPOORJI MISTRY 





Despite being one of the richest 
Indians and the single largest 
shareholder of Tata Sons, Pallonji 
Shapoorji Mistry has preferred to 
remain in the shadows. But soon, 
he may not be able to.by Indrajit Gupta 
and T. Surendar 


Iqbal, a former IAS officer, who worked as CEO with the | light, Mistry’s name is beginning to pop up in conversation for 
Shapoorji Pallonji Group's real estate division till about two | a very different reason. Noel Tata, Ratan’s half brother and the 
years ago, says Mistry is often willing to complete a construc- | son of Simone Tata, is married to Mistry’s eldest daughter, 
tion project even at a loss just to protect his reputation. Says | Aloo. By the rules he himself framed, Ratan will have to step 
Tata Sons director and former TCS chief EC. Kohli: “They don't | down as chairman when he turns 75. That means he still has 
make men like him these days.” | almost nine years to go. But Ratan sprang a surprise recently. 

But that’s as far as it goes. There are two things that no one | In an interview with a newswire after the Tata Motors annual 
has been able to quite gauge. One, his ambitions for his own | general meeting, he said he would retire by December 2007. 
group and two, whether he is content to continue as a passive | Most insiders also reckon that a clearer picture will emerge in 
investor in Tata Sons. | the next3-4 years. 

Those questions are becoming more important than ever Noel seems strongly placed to don the mantle of Ratan’s 
now because, despite his best efforts to stay out of the lime- | heir apparent. But Bombay House insiders say the matter is 


His wealth 
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You could occasionally — The Mistrys also own a 


spot Shapoor Mistry, house in London and 
Pallonji’ s elder con at drive around in a 

the Willingdon Club luxurious Maybach 
‘Athena, an NANITA The 300-acre Manjiri 
nightclub owned by the Stud Farms on the 
Mistrys. You'd rarely outskirts of Pune is 


Shapoor's obsession 





see them there though 3 


Bay, the Mistry family residence 
on Walkeshwar in south Mumbai, is a 
luxurious villa on the seafront 
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corner. This year, Pallonji Mistry will step down from the Tata 
Sons board, according to the group's policy of sitting directors 


far from settled. No 
one knows whether 


The Richest Indians{2003) 
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Azim Premji 57 Ratan will plumb for 


Mukesh & 
Anil Ambani 


Kumar M. Birla 35 


46/44 sionals like R. Gopala- 
krishnan or Ishaat 
Hussain, or Unilever’s 


Keki Dadiseth. Mistry 






Lakshmi Mittal 52 
Pallonji S. Mistry 74 


Adi Godrej 


2.0 


Noel. Whether Ratan 
Tata will pay heed to 
Mistry’s wishes is not 
known yet. 

If Noel does get the nod, it could bring an interesting twist 
to the decades old Mistry-Tata equation. JRD and Ratan Tata's 
relationships with Shapoorji (Mistry’s father) and then with 
Mistry himselfhave seen as many downs as ups. None ofit has 
ever been fully documented by business historians. In fact, in 
the official history of the Tatas dating back to the pre-Indepen- 
dence days, the Mistry family doesn't even find a mention — 
not even as a footnote. 

Interestingly, journalist and official Tata chronicler R.M. 
Lala, in his book on the Tatas, The Creation of Wealth, and the 
biography of J.R.D. Tata, Beyond the Blue Mountain, refers to 
the Mistrys vaguely as an “independent party” that owns 
a 17.45% (since increased to 18.37%) stake in Tata Sons. Even 
Harvard Business School professor Tarun Khanna, who along 
with Professor Krishna Palepu, wrote a three-part case study 
on the House of the Tatas, says he never came across any 
reference to the Mistrys during his research. It was almostas if 
someone had removed the Mistry name from the annals 
of Tata history. But why? More on that later. 

Even the mere prospect of Noel’s ascendancy could throw 
up many interesting possibilities. 
One, will it bring the Tatas and 
the Mistrys closer? A close Tata 
watcher says: “Apart from having 
the advantage of having a Tata at 
the helm of the group, it could 
bridge the differences that existed 
historically between the two fami- 
lies.” Of course, the other moot 
point: will the transition ensure 
that Mistry finally emerges from 
the shadows to play a more vital 
role in the Tata group? 

All this depends on how Ratan 
makes his next moves. So far, the 
picture is still hazy. At one level, 
there are signs ofa rapprochement 
between Ratan and Mistry. Mis- 
try’s sons Shapoor and Cyrus have 
earned a berth on the board of In- 
dian Hotels and Tata Power respec- 


Shiv Nadar 
According to Forbes 








a CONSTRUCTION 
Many of the landmarks in Mumbai — RBI 
Building (L) and Taj Mahal Hotel (R) were 
built by the SP group. Current size: Rs 300 cr 


AFCONS 

In 2000, the group 
picked up a majority 
stake in this Rs 300- 


tively. Meanwhile, Noel himself crore speciality 
has recently been elevated to the oS netruction 
4 company which 


Voltas board. 


j T: builds rail bridges 
But the big testis just round the 


Noel or go for profes- | 


is apparently keen | 
that Ratan appoints | 


Old face 


retiring at 75. Mistry apparently wants Shapoor, his 39-year- 
old son, to take his place on the Tata Sons board. Yet, whether 
Ratan or the rest of the board will agree is still unclear. Insiders 
say that many members of the board are dead set against giv- 
ing Shapoora berth—and they could easily block him despite 
Mistry’s 18.37% stake. In an interview to a business daily last 
year, Ratan Tata said: “It’s true that Mistry would like to do that. 
But there is no shareholder's agreement that says that this is to 
be done. And we'll deal with it when the time comes.” 

Either way, the future of Mistry’s role in 
Tata Sons is reaching a decisive stage. Some of 
it could depend on whether Ratan Tata choo- 
ses to forget the history of the relationship 
that goes back to the 
1930s, when Mistry’s 
father, Shapoorji Pal- 
lonji Mistry, muscled 
his way into Tata 
Sons. The Mistrys first 
became Tata share- 
holders after they 
bought out solicitor FE. 


His 


> Younger son 
Cyrus (inset) 
looks after the 
construction 
business while 
elder son 


manages the real 
estate business 


> REAL 
ESTATE 
The group 
edged into 
real estate in 
the early years 
with some 
prestigious 
projects like 






VISCOSE 

The group's first 
diversification is in 
trouble with the 


a WESTSIDE STORE 
In 1998, Mistry closed his United 


viscose plant Motors outlet and sold a prime - 
mired in losses of Hughes Road property to Noel to 
Rs 500 crore 


set up the first WESTSIDE 
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Dinshaw’s estate. Dinshaw owned a 12.5% stake in Tata Sons 
sometime in the 1930s. 

Around the same time, in 1932, the Tata group went | 
through a painful transition. Both Dorab Tata, Jamsetji’s eldest 
son, and R.D. Tata, JRD’s father, had passed away. Since both 
Sir Dorab and his brother Sir Ratan were childless, the reins 
passed on to Nowroji Saklatwala. (Till date, he is the only non- 
Tata to head the group.) However, in 1938, Saklatwala suffered | 
a massive heart attack and passed away. 

The Tata Sons board then decided to appoint J.R.D. Tata, | 
Dorab’s nephew and R.D. Tata's son, as chairman of Tata Sons. 
He was just 34 years old 
then. By then, rumours | 
began to spread that 
the group’s future was 
in jeopardy. 

Sensing the oppor- 
tunity, Shapoorji Pal- 
lonji Mistry began to 
make his moves. He ap- 
proached members of 
the Tata family and of- 
fered to buy out their 
shares of Tata Sons. Un- 
certain of the value of 
their investment, many 
of them choose to sell 
out. When JRD got | 
wind of it, he was in- | 
censed. He castigated 


business 











i a With a new CEO and a je hi is 
a i tie-up with an old hand in the : 
et ee ee ee lottery trade, Mistry has set jo 
tile and textile machinery company. his sights on online lotteries building in 
Mistry takes over as chairman with DhanDhanaDhan Tardeo will 
be among 
3 the tallest 
i buildings in 
; Mumbai. It 
Ñ g i, marks the 
Cyrus Mistry has successfully return of the 
led a joint venture with the AP SP group to 
government for a biotech the big 
park near Hyderabad league 











raised his stake to 16.5%. Apart from the pressures of steering 
the group through choppy waters, JRD now had to contend 
with an ambitious outsider in the holding company itself. 

The trouble was JRD himself and his family owned barely 
3.5% stake in Tata Sons. The balance 78% stake was owned by 
the two main Tata trusts, named after Sir Dorabji Tata and Sir 
Ratan Tata, and two others, named Lady Tata Memorial Trust 
and Lady Meherbai D. Tata Education Trust, to keep tight con- 
trol of Tata Sons. 

Ofcourse, as head of the Tata Group, JRD had full authority 
to appoint the trustees and also nominate a chosen few to the 
board of Tata Sons. So, on the face of it, there was no real dan- 
ger of ceding control. But JRD remained wary of Shapoorji. 

Somewhere along the way, even though JRD’s relationship 
with Shapoorji had gotten off to a bad start, there was a patch- 


| up, apparently due to a marriage between the two families. 


Shapoorji agreed to remain a passive investor, leaving the 
Tatas to manage the business. In fact, since then, the Tata 
group also awarded many ofits prestigious contracts — the Taj 
Intercontinental, Titan factory, and Forbes Resilens factory — 
to Shapoorji’s construction company. Shapoorji also owned 
one of biggest Telco dealerships through United Motors 
(which since then downed its shutters). 

Shapoorji’s buoyant construction business ticked along 
merrily. Through the 1930s and the 1940s, Shapoorji built 
some of Mumbai's landmarks around the Fort area — the 
Hong Kong Bank, Grindlays Bank, Standard Chartered Bank 
and Reserve Bank of India building, many of which are today 
listed as heritage buildings. 

Shapoorji Mistry also gradually ventured into the real es- 


the family members, la- | tate business. Interestingly, all his projects were concentrated 
< belling them as ‘weak- | in South Mumbai. In the 1930s, he developed Winderemere, a 
3 willed’ and ‘credulous’. | posh residential apartment in Colaba, where Mistry lived ear- 
Ż But, bythen, Mistryhad | lier before he shifted to Sterling Bay. He followed it up with 
wa 
i. New face F 
paha iho Aas equity 
l in 
a | A k S Forbes to set up 
hich i a 150-strong 
Sa Pie Launched a women’s multibrand 
weg wear brand Dak’s appliance retailing 
zater Pe through exclusive chain. Work in 
be clay de tie-ups with retailers progress 
the group 
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Sterling Apartments on Pedder 
Road in 1969. 

The entry of his son, Pallonji 
Mistry, marked a turning point in 
the group's business. In 1970, Mis- 
try decided to expand the group’s 
construction business to the Mid- 
dle East by bidding for the Sultan of 
Oman's palace. He also built the In- 
ternational Airport in Delhi and the 
World Trade Centre in Mumbai. 
But for the most part, the group 
was largely family-run, with an 
overwhelming majority of employ- 
ees from the Parsi community. 

Till the end of the 1960s, the in- 
vestment in Tata Sons couldn't 
have earned Shapoorji and his son 
very much. Except that a seat on 
the Tata Sons board did bring con- 
siderable respectability, which a 
construction contractor couldn't 
have otherwise earned. “It gave the 
Mistrys their place in the sun,” says 
an ex-director of Tata Sons. 

As a mere holding company for 
the group, Tata Sons did not have 
any operating income to speak of. 
Besides, because it had a very low 
stake in the major group compa- 
nies like Tisco, Telco, Tata Chemi- 
cals and Voltas, there wasn’t much 
dividend income to speak of either. 
That also meant that the two chari- 
table Tata trusts remained under- 
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OLD TIES WITH THE TATAS: The Tata head- 
quarters at Bombay House (left) and group 
chairman Ratan Tata (right) 





His Tata connections 


Pallonji Shapoorji Mistry 


(the single biggest individual shareholder) 





Tata group companies 


The Tata family 


COLD WAR: Initially, old-timers say that JRD Tata remained wary of 
Mistry’s father, Shapoorji Mistry and tried to keep him at bay 


THE THAW: There was a plan in the 1990s to sell associate companies in 
the group like ACC, Goodiass Nerolac and Forbes Gokak to Mistry 


THE DISAPPOINTMENT: But when in 1998-99, Ratan Tata sold the Tata 
stake in. ACC to Gujarat Ambuja for nearly Rs 700 crore, Mistry felt betrayed 


BACK ON TRACK: Last year, the grapevine has it that Ratan Tata sold Forbes to Mistry 
to placate him. His sons, Shapoor and Cyrus, have been given berths on the boards of 
some Tata companies. Shapoor is on the Indian Hotels board and Cyrus on Tata Power's 


THE FUTURE: After many fits and starts, the TCS IPO may finally be around the corner. 
If Tata Sons offloads 10-15% of its stake in TCS, Mistry could net more than Rs 700 cr 


funded. That's why, in 1968, the Tatas decided to kick offTata | the pitch. But that's just half the story. In 1999-2000, when the 


Consultancy Services under the Tata Sons banner. Under EC. 
Kohli’s leadership, TCS started delivering profits from the sec- 
ond year onwards, the real import of the decision is being felt 
now, as the preparations of TCS's IPO gather steam. Today, TCS 
accounts for as much as 95% of Tata Sons revenues of Rs 3,328 
crore. A recent exercise valued TCS at Rs 32,000 crore. When 
Tata Sons offloads 10-15% stake in TCS through an IPO, the 
four Tata trusts and Pallonji Mistry will end up hitting the jack- 
pot. Think about it this way: if the TCS IPO takes place soon, 
Mistry will probably end up making more money from the In- 
dian software boom than anyone apart from Wipro chairman 
Azim Premji. 

Mistry is keen to cash in on the TCS IPO. In fact, he wanted 
to do so even earlier, back in 1999. Former Tata Sons directors 
say that Mistry did bring up the matter of the TCS IPO with the 
board. But chairman Ratan Tata had other ideas and was un- 
willing to commit to any dates. 

Even now, when the same news is doing the rounds once 
again, last week in a television interview, Tata Sons director 
Ishaat Hussain clearly maintained that the company had not 
worked out any timetable for the IPO. Given the size of TCS’ 
public issue, this tentativeness isn't entirely surprising, espe- 
cially since a host of market related factors could easily queer 





tech boom was at its zenith, chairman Ratan Tata could have 
easily plumbed for the IPO and commanded more than twice 
the current valuation. So why didn’t he? 

That’s because he had very little choice. In 1991, when he 
took over the mantle from JRD, he had quite a battle on his 
hands. Ratan realised that he had inherited a rather disparate 
group, with every group company pulling in different direc- 
tions. Moreover, Tata Sons had very low stakes in the group 
companies, often no more than 2-7%. That meant that any of 
the leading group companies like Tisco and Telco could be the 
target of a hostile takeover. 

But in 1995, internal calculations showed that the Tatas 
would need Rs 700 crore to shore up their stake in the group 
companies to a safe level. Some part of it would come from 
the profits that Tata Sons would earn from TCS. 

In September 1995, Tata Sons also pushed through a con- 
troversial Rs 300-crore rights issue. As per law, none of the Tata 
trusts could directly participate in the rights issue and, thus, 
had to relinquish their shares. Instead, Ratan asked all the ma- 
jor group companies to subscribe to the rights issue at a pre- 
mium. The move was criticised by analysts because they felt 
the group companies had no business to divert their capital 
instead of investing it in long-term growth. 
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The matter was vigorously debated internally in the Tata 
group too. Eventually, the group companies picked up, albeit 
reluctantly, a collective stake of 12.77% in Tata Sons. This was 
less than what the Tata trusts had relinquished. So how would 
Ratan fill up the gap? That’s when Tata had to fall back on the 
cash rich Pallonji Mistry to bail him out. In an agreement 
hammered out at that time, Mistry would subscribe to some- 
what more than he was entitled to, thereby raising his stake 
from 17.45% to 18.37%. Since one of the family members 
probably did not have the funds, he would relinquish his 
share, allowing the family’s stake to fall from 3.84% to 3.01%. 

Today, as the TCS IPO draws near, its payback time for the 
Mistry and the Tata group firms for helping Tata Sons in times 
of distress. Both will get an exit option at lucrative prices. Si- 
multaneously, Tata Sons has also initiated a separate share 
buyback programme to offer an alternative exit option to 
shareholders. As part of that plan, Mistry’s investment compa- 
nies, Cyrus Investments and Sterling Investments (which hold 
the Tata Sons shares) along with each of the Tata group com- 
panies will participate in a Tata Sons buyback pro- 
gramme, which will open an exit 
option for them. 

Then, Tata 
Sons will transfer 
TCS to a wholly- 
owned subsidiary, 
Orchid Print, that 
will be renamed 










Everybody 
loves Noel 
», Tata? 


he would net about Rs 1,100 crore, assuming that the buyback 
price is at least Rs 8,00,000 per share (sources say that this is 
the price Tata Sons offered to buyback its shares). Of course, 
the buyback is valid only ifthe IPO goes through. But that wait 
may not be long. Ratan Tata has already said that the TCS 
prospectus will be ready in the next five weeks or so. 

For Mistry, the pot of gold could now be almost within 
reach. It is possibly the moment that he had been waiting fora 
while now. If the cash infusion comes through, there’s every 
chance that we will hear a lot more about the Shapoorji Pal- 
lonji group. There are enough signs that the group is readying 
itself for a big push. Mistry’s sons, Shapoor and Cyrus, are 
in the saddle, while he is playing the role of a behind-the- 
scenes adviser. The businesses have been divided among the 
brothers. Professional CEOs are also being hired to give the 
group a makeover. 

Last year Mistry acquired Forbes Gokak when Tata Sons 
divested its stake in the textile and textile manufacturing com- 
pany. Under Shapoor's leadership, there are now plans afoot 
to smartly leverage the money flowing in in a variety of ways. 
Broadly, retailing and enter- 
tainment will be the key thrust 
areas. Two weeks ago, Rajan 
Kaicker, one of its new CEOs, 
unveiled DhanDhanaDhan, 
an online lottery through a tie- 
up with an old hand in the lot- 
tery trade. Of course, the fam- 


Tata Consultancy IVE years ago, Ratan’s ily was nowhere to be seen at 
Services. The decks half brother Noel Tata the launch. Sources say the 
have just been wouldn't have qualified Rs 550-crore Eureka Forbes, a 
cleared. Two weeks as a serious contender for 60:40 joint venture between 
ago, the Mumbai the top job at the Tata Forbes Gokak and Electrolux, 
High Court gave Tata group. But now, almost has drawn up a plan to set up a 
Sons the permission vinced tha every third person in the countrywide multibrand ap- 
to go ahead with the w Noel Tata group believes he is pliance stores chain. 

transfer. Tata Sons be th ta cha Ratan’s heir apparent. Since the late 1990s, the 
will hold 90% of the But much of this is speculation. group's construction business 





equity of TCS, while Tata 

Sons shareholders will inde- 
pendently hold the balance 
10%. Now, if Tata Sons were to 
offload 10-15% of its stake in 
TCS, it would get Rs 3,200 
crore-4,800 crore as consider- 
ation. This will partly be used 
in paying dividends to its 
shareholders, including Pal- 
lonji Mistry. Apart from that, if 
Mistry were to sell off his own 
1.8% in TCS (which is what he 
gets once TCS is transferred to 
Orchid), he will get a cool Rs 
600 crore. Finally, if Mistry de- 
cides to accept Tata Sons offer 
to buy back the shares he 
holds in the Tata group hold- 
ing company and sells back 
just 20% of his 18.63% stake, 


Unlike in Hindustan Lever, where succession planning 
consists of several predetermined steps, the process in 
Tata is hardly transparent and, thus, unpredictable. 

So surprises aren't rare, as was the case with the 
drama surrounding JRD's handover. In 1988, the 
ageing patriarch had promised the Tata Sons chair to 
Russi Mody, a good friend and long-time chairman of 
Tisco. Yet, when JRD eventually settled for the soft- 
spoken Ratan, first at Telco and then at Tata Sons, 
Mody was incensed. On the face of it, Noel Tata has 
hardly been tested till now. By all accounts, his 
department store model Westside has clicked. But 
Noel still has to scale it up nationally. Voltas, his first 
board position outside Trent, came through only last 
year. He and Ratan apparently get along well and are 
seen together often at Parsi gatherings. But Noel's 
proximity to Pallonji Mistry may be somewhat 
overplayed. Sources say that Noel ensures that he is 
not seen to be close to the Mistry camp and makes 
sure his Tata connection isn't lost at any cost. 


has been under pressure. “A 
new class of players like Mum- 
bai-based JMFC snatched 
away nearly five large flyover 
projects right under our nose,” 
admits Zafar Iqbal, former 
chief executive of Shapoorji 
Pallonji’s real estate business. 
It didn't help that the group 
tended to concentrate only on 
Mumbai. That’s why in 2000, 
in an opportunistic move, 
Cyrus picked up a controlling 
stake in Afcons, a leading in- 
frastructure firm. 

Insiders say there is much 
more in store. Clearly, the con- 
struction contractors are fi- 
nally beginning to morph into 
industrialists. After all, money 
does talk. zs 
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RAJEEV DUBEY & ASHISH AGGARWAL 


IT'S 10a.m.on 25 July 2003. An air of ner- 
vous excitement hangs over the commit- 
tee room on the sixth floor of the Punjab 
governments secretariat in Chandigarh. 
The deadline to submit the final bids for 


Punjab Tractors (PTL) is expiring in half | 
an hour. Ever since the Punjab State In- | 
Corporation | 


dustrial Development 
(PSIDC) hawked its entire 23.49% stake 
in PTL eight months ago, 11 suitors —in- 


cluding the Who's Who of India’s tractor | 


industry and three foreign private equity 
investors — expressed interest in buying 
out PTL. Today is the day to state their 
price. The entire top brass of the Punjab 


government's disinvestment team is | 


waiting in anticipation. PTL's profile as 


Punjab’s biggest disinvestment project | 
has even prompted chief minister | 


Amarinder Singh to take part in the bid 
opening ceremony later in the evening. 


But—as if the suitors forgot they had | 


a date with destiny — just two represen- 
tatives walk into the committee room. 


One from London-based private equity | 


OUS 


ab 


firm CDC Group Plc and the second, In- 
| dia's largest tractor manufacturer 
Mahindra & Mahindra (M&M). In the 
| evening, even Amarinder Singh — who 
flies in specially from Delhi for the bid 
opening ceremony — is disappointed 
with the outcome. When the bids open at 
4 p.m., CDCis the sole bidder in the race. 


S it turned out, the M&M 
representative was merely 
posturing. He carried three 


‘commercial bid’, ‘financial 
bid’ and ‘technical bid’. But 
| inside the envelopes were 
letters withdrawing M&M's entry. Soon 
after, Punjab’s core committee on disin- 
vestment, chaired by Amarinder Singh 
himself, accepted CDC’s Rs 218.39- 
crore bid {at Rs 153 per share; BSE clos- 
ing price on 25 July: Rs 158.40) for PTL. 
PTL will go to CDC but the drama 
around the deal has not ended there. In- 
stead, it has opened a catalogue of ques- 
tions: why was there just one bidder for 
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sealed envelopes titled: | 


PTL? Was PTL deliberately made unat- | 





A FEW 
QUESTIONS 
ON THE 


DIVESTMENT 
THAT 
PUZZLED US 
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tractive for industry players? Why did 
CDC buy into PTL? 

PSIDC executives explain that most 
industry players withdrew as they did 
not have the Rs 400-odd crore needed 
to buy out PTL and pay for the subse- 
quent open offer for PTL and its sub- 
sidiaries. This argument may hold true 
for players like TAFE (Rs 408.18 crore of 
reserves as on 31 March 2002) and 
Eicher (Rs 79.54 crore) in their individ- 
ual capacities. But not when both were 
bidding with partners — Eicher with 
US-based venture capital firm West- 
Bridge Capital Partners and TAFE with 
US tractor-maker AGCO Corporation. 
Also, M&M had reserves of Rs 1,438.31 
crore as on 31 March 2003 and Escorts 
Rs 731.36 crore. ; 

This is the most peculiar case of dis- 
investment in Corporate India. Typi- 
cally, the government decides whether 
it prefers divesting in favour of one 
strategic player or among a host of 
shareholders. In the case of the former, 
itmakes the company attractive enough 
for a strategic investor to enter into a 





block purchase (like in IBP which went | 
to Indian Oil Corporation). In the latter, 
it goes for a public issue like in the case 
of Maruti Udyog. 

PTLs case turned out to be curious. 
The government decided to sell the 
stake to a single, strategic buyer, yet it 
made little effort to make the company 
attractive for any tractor manufacturer 
(read more on that later). Eventually, not 
one tractor-maker bid and PTL went to 
a financial investor (CDC), who will fi- | 
nally sell it to a third party for a profit. 
The point being raised is: PSIDC could 
have made that profit itself if it had 
made the disinvestment process com- 
petitive enough. So why did it not stall 
the sale? Even the Punjab government, 
which could have withdrawn citing lack 
of competition, opted not to pull out. 

Considering that Amarinder Singh is 
on an anti-corruption drive in the state, | 
this gives Singh’s prime target Prakash | 
Singh Badal’s Akali Dal (Badal) a chance 
to hit back. “Instead of creating compe- 
tition among the bidders, they did away | 
with it. Why were issues like... who will 
control the company not clarified? Why 
was there only one bidder? They should 








Q 1. WHY WAS CDC THE LONE 
BIDDER FOR PTL? 


ernment said it was 
only one placed a bi 


At least 11 suitors had lined up when the Punjab gov- 
going to sell off PSIDC’s stake. But finally, 


have gone for rebidding. This issue will 


be raised in the next session of the Vid- | 


han Sabha,” says Kwaljit Singh, former 
finance minister in the Badal govern- 
ment. And now, even the Punjab secre- 
tary of the Communist Party of India, 
Joginder Dayal, has targeted the chief 
minister for selling PTL in a hurry. 
(Amarinder Singh gives his side of the 
story on page 42.) 


So, was PTL a fair disinvestment? | 


“The process was conducted witha very | 


high degree of transparency.... The Gov- 
ernment of Punjab tried to be com- 


pletely open and accessible to any... | 


concerns that were raised,” says Vini 
Mahajan, Punjab government's director 
of disinvestment. There are many in- 
dustry players 
who ques- 
tion her 
statement. 

(Read 

















Q 2. WAS PTL DELIBERATELY MADE UNATTRACTIVE FOR 


OTHER TRACTOR-MAKERS? 





The government didn’t change the company’s Articles of 
Association before asking for bids. That made certain that no 
buyer could take management control 


Q 3. WAS THE PTL MANAGEMENT UNCO-OPERATIVE 
WHILE SHARING INFORMATION? 





Prospective bidders found that the company shared little infor- 
mation during the due diligence exercise as compared with 


other PSU disinvestments 


Q 4. WHY DID CDC BUY INTO A TRACTOR MANUFACTUR- 


ING COMPANY? 





What interest does the UK-based private equity investor CDC 


Group have in Punjab Tractors? 
stake to eventually? 


om does it plan to sell its 
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full text of her comments to BW at 
www.businessworldindia.com) 


Was PTL deliberately made unattrac- 
tive for tractor makers? 
PTL was Punjab government's biggest 
disinvestment project ever (there are 29 
loss-making PSUs in the state). How- 
ever, for a company where the stakes 
were so high, PSIDC’s offer to the bid- 
ders was unusually unattractive. Partic- 
ularly, on management control. 
Consider this: in return for PSIDC’s 
23.49% stake in PTL, the winner of the 
bid would get just two seats — and no 
management control — on the 12- 
member PTL board. That is, even if it 
had acquired 20% more from the open 
offer [which would have been triggered 
as per the Securities and Exchange 
Board of India’s (Sebi) takeover code). 
According to Clause 96 (b) on page 
17 of PTL Articles of Association (AoA): 
“During such time as... (PSIDC)... con- 
tinue(s) to hold any proportion of 
the paid up capital of the company 
and subject to the provisions con- 
tained in the Act and these Articles, 
(PSIDC) shall be entitled to appoint 
two directors.” 
The AoA is a binding contract 
between the company and the 
shareholders and between share- 
holders. It can be amended only by a 
special resolution — which can only be 
passed with a 75% majority. 
Theoretically, PSIDC could have 
made PTL attractive by changing the 
AoA to allow proportional representa- 
tion on the board instead of the specific 


` two-director clause. That required the 


approval of other major shareholders 
like UTI (which has a 17.15% stake in 
PTL), LIC (12.26%), foreign institutional 
investors (8.37%), IDBI (7.29%), GIC 
(6.21%) and mutual funds, banks and 
other financial institutions (0.86%). To- 
gether with PSIDC’s 23.49%, they hold a 
total of 75.63%, just enough to change 
the AoA. 

“For us, the core issue was manage- 
ment control. We didn't get any clear an- 
swers. We came to the conclusion that 
management (control) would be diffi- 
cult. The Fis were (also) sitting tight,” 
says Kamal Bali, commercial director of 
one of the initial bidders Same Deutz- 
Fahr India. The $1-billion Same — the 
world’s third-largest tractor-maker — 
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was very keen on PTL. After 
splitting with its joint ven- 
ture partner Greaves in 
January 2003, it set up a 
Rs 80 crore-90 crore 
production facility at 
Ranipet in Tamil Nadu. 
By acquiring PTL, Same 
hoped to get a foothold 
in the northern market 
as well as a significant mar- 
ketshare of 15.07%. 

Other bidders say that 
PSIDC did not respond to 
written requests for clarifi- 
cations on the issue of 
management control. “We 
wrote a letter asking them 
(PSIDC) to clarify the issue 
of management control. 
They did not reply,” 
says Escorts’ head of 
agribusiness Rakesh 
Chopra. Which made 
them that believe this 
matter would have to 
be sorted by the winner 
of the bid on his own. 

A critical point to 
note here is that, PSIDC 
has had two directors on the PTL board 
even when it had a stake as high as 41% 
in 1972. Bidders, therefore, feared that 
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even if they acquired a huge stake after | 


the open offer, they would not get man- 
agement control if a few FIs disagreed 
with that proposal. Hence, the request 
for clarification. 

But PSIDC was not keen on chang- 
ing the AoA. Mahajan says: “There was 
no confusion in the minds of the quali- 
fied bidders as they were well-informed 
that post-disinvestment, for the PSIDC 


‘Why was there 
only 1 bidder?’ 





K.J. Davasia, executive direc- 
tor, Mahindra & Mahindra 


“We had a group working on it. 
We debated on the board and 
decided (against bidding)... | will 
not comment on whether it was a 
fair disinvestment” 
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Why tractor-makers didn’t bid 


Rakesh Chopra, 


The Fls were sitting tight” 


stake, two directors can be appointed.” 
Amending the AoA is a tedious task 
involving many FIs. Could this be a sim- 


ple case of state inaction? Or, did a lazy | 


bureaucrat overlook the whole issue? 

It was neither of the two. Because, 
the Punjab government did get the FIs 
to back a change in a different clause. 
On 27 June 2002, clause 114 (1) on page 


20 of the AoA was amended to allow the | 


board to elect its chairman, instead of 
the government nominating one. 

This isn’t the only change PSIDC 
made. Between the 


agreement (SPA) sent to 
all interested parties in 
mid- June and the final 


head of agribusiness, Escorts 


“If you wanted to know the quali- 
ty of receivables, the information 
was not shared for us to make 
up our mind. In a normal due 
diligence exercise — like in the 
case of HMT — such information is provided. 
That wasn’t the only reason why we didn’t bid” 





Kamal Bali, commercial director 
(Asia), Same Deutz-Fahr india 


“There was no clarity on manage- 
ment control. We concluded that 
management would be difficult. 


draft share purchase | 


Kwaljit Singh, former 
finance minister, Prakash 
Singh Badal government 


SPA sent to the prospec- 
tive bidders on 14 July, 
PSIDC made one vital 


“Instead of creating com- 
petition..., they did away 
with it. Why were issues 
like... who will control the 
company not clarified? 
The issue will be raised 
in the Vidhan Sabha” 





change — that of reduc- 
ing the lock-in period of 
shares from three years 
to one year. 

Such a change is of 
little significance to a 
strategic bidder, who 
rarely looks to offload 
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holdings after acquiring 
them. In PTL’ case, most 
strategic bidders were not 
only keen on running the 
company, butalso, atsome 
point, merging it with their 
own companies. 

So whom would the 
change in lock-in period 
help? Perhaps, a financial 
investor, who aims to sell 
the acquired shares to an 
interested buyer at a 
higher price. The ear- 
lier he was free to sell 
out, the better it would 
be for him. Initially, 
there were three finan- 
cial investors — JP 
Morgan, Warburg Pin- 
cus and CDC — in the 
race. But the first two did 
not participate in the due 
diligence process held in 
May-June 2003. PSIDC 
made the lock-in period 
changes well after JP Mor- 
gan and Warburg Pincus 
had withdrawn. By then, it 
would have known CDC 
was the only financial investor left in the 
fray. Punjab government's principal sec- 
retary S.C. Agarwal dismisses the entire 
issue as irrelevant: “Initially, in the draft 
SPA, the terms are mentioned and then 
itis circulated among the bidders. After- 
wards changes are made. In the final 
SPA, which was agreed to by all the in- 
terested bidders, the lock-in period was 
one year and it is not important as (to) 
what it was before...” 
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Was the PTL management unco-op- 
erative while sharing information? 
Even if PSIDC was firm in its commit- 
ment to disinvest from PTL, it was up to 
the PTL management to provide data to 
prospective bidders. 

Industry players say that the PTL 
management was less than forthcom- 
ing in sharing information on the com- 
pany. A major bone of contention was 
the issue of receivables. “If you wanted 
to know the quality of receivables, that 
information was not shared for us to 
make up our mind. In anormal due dili- 
gence exercise— like in the case of HMT 
— such information is provided. But, 
that wasn't the only reason why we 
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Punjab chief minister Amarinder 
Singh met BW's Ashish Aggarwal in 
Chandigarh, Excerpts. 


m There were 11 bidders, at least 
six serious ones, but only one bid. 

lam disappointed by the process in 
the sense that... they all withdrew, 
whatever their real reasons were. 


m Are you happy with the Rs 218 
crore that PSIDC has raised? 
Ithink so. If Sebi gives permission it 
might goup to Rs 243 crore.... CDC 
is going to make an open offer. 

(Singh calls up Vini Mahajan, 
director of disinvestment, Govern- 
ment of Punjab, who explains:) 

“The investment committee of 
CDC informed us on 30/7/03 that 
they will be making an open offer. 
In the letter dated sometime in 
2000, shown to us by CDC, they 
had a general exemption. They 
gave this to us in writing. They said 
ifthey do not make an open offer 
they will up the bid to Rs 243 crore. 
So itis a decision purely taken by 
CDC.... They have told Sebi they 
will make a 20% open offer.” 


m Bidders say there was confusion 
regarding management control... 
Itis not correct to say that informa- 
tion was not provided. 


æ Do you think the process could 
have been better managed? 

It was very well managed. If these 
firms like Eicher, Mahindra, Es- 
corts... were really interested, who 
prevented them from making a se- 
rious bid? If they have not bid, they 
do not have confidence in their 
own market. The sales of PTL have 
fallen by 50%. We cannot risk it. 
(Read full text of the interview at 
www.businessworldindia.com) W 
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didn't bid,” says Escorts’ Chopra. 

In a faxed response to BW’s ques- 
tions, PTLs vice-chairman and manag- 
ing director Yash Mahajan denied that 
the PTL management had been unco- 
operative. He quoted a letter from Gau- 
rav Khungar, associate director (corpo- 
rate finance) of KPMG India (PSIDC’s 
global advisor for the deal). The letter, 
dated 27 May 2003, said: “We have been 
informed by some of the bidders who 
attended the data rooms at PTL that 
they were very happy with the way the 
data room had been conducted.” 

An investment banker associated 
with the due diligence disagrees: “The 
data room was not managed well. The 
right amount of information was not 
made available. PTLs balance-sheet 
had a lot of dealer inventory last year. 





Their inventory has been lying in the 
open with their dealers. So one 
doesn't really know the exact con- 
dition of the goods.” 

Meanwhile, the Punjab gov- 
ernment believes that the infor- 
mation provided during the due 
diligence was sufficient. Agarwal 
says: “The total (dealer) outstand- 
ing amount was provided to them 
but they wanted dealer-wise break 
up... it would not have been cor- 
rect to give this information to 
competition.” For a government 
planning to sell its entire stake, it 
sure seems more worried about 
‘competition’ gaining an advan- 
tage than about getting a good 
price for its stake. 


Why has CDC, a financial investor, 
bought into Punjab Tractors? 

CDC's acquisition of the 23.49% stake is 
clearly not the end position. It is just the 
beginning. Eventually, CDC will sell this 
stake at a profit to another company. Af- 
ter all, as a private equity investor, CDC 
specialises in investments in consumer 
durables, FIs, healthcare, minerals, oil 
and gas, power, property, telecom and 
converging technologies, and trans- 
port. But not in tractors. 

In India, CDC's $250-million invest- 
ment has, so far, been in companies like 
Glenmark Pharmaceuticals, Satyam In- 
foway, BPL Mobile, Indiainfoline.com, 
DSQ Software and Daksh eServices 
(Also see ‘The Private Equity Survey’). 


‘margin | 11.65 | 13.11 | 11.67 





So why did it buy a tractor company? 
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And is it a mere coincidence that PTL 
managing director Mahajan and CDC's 
India chief executive Donald Peck both 
sit on the board of UTI Bank where CDC 
has a 26% stake? 

Explains a CDC spokesperson: 
“Once a sector has a fundamental track 
record, then, irrespective of whether we 
have similar investments or not, a com- 
pany is judged individually.” 

True, India is the world’s largest trac- 
tor market. Yet, the tractor business is by 
no means the most attractive today. In 
2002-03, in the wake of poor monsoons, 
the industry shrank 25.11% from 2.15 
lakh units to just 1.6 lakh units. Besides, 
PTL’s own financial performance has 
been on the decline (See ‘The Tractor Gi- 
ant Sputters’). During 2002-03, sales 
dropped 39.65% — the second most 
drastic fall in the industry behind Es- 
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corts’ 44% — from Rs 889.4 crore in 
2001-02 to Rs 550.5 crore. 

CDC, however, seems determined to 
ward off any controversy. So, although it 
is exempted from making an open offer 
(Sebi grants such exemptions to multi- 
lateral agencies), CDC has declared it 
plans to have one for PTL. 

But the issues around PTL may not 
die even then. First, expect some fire- 
works in the next session of the Punjab 
Vidhan Sabha. Then, how CDC deals 
with PTLs managementled by Yash Ma- 
hajan, who is due to retire in April 2004, 
will be worth noticing. What we are in- 
terested in is: who will CDC sell its stake 
to? And when? E 
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E October 1997. The VSAT (very small 
aperture terminals) industry is in the 
doldrums. The Insat-2D satellite has col- 
lapsed and Insat-2A is functioning only 
partially, leading to a reduction in 
transponder availability for VSAT users. 
Government diktat on VSAT; forces man- 
ufacturers to make special VSAT equip- 
ment. High licence fees adds to the bur- 
den. Meanwhile, the fast-expanding 
terrestrial optical fibre networks threaten 
to make VSATs redundant. 

WE March 1999. VSATS see sales growth 
fall to its worst ever level — a mere 10%. 
Analysts predict the industry is headed 
the pager industry way — to oblivion. 

@ March 2003. VSATs units are selling 


like hot cakes. The installed base of VSATS | 


shoots up 100% in one year —from 8,065 
to 17,160. If you include captive units, the 
total installed base of VSATs has touched 


23,150. Analysts predict a bright future | 


for the industry. PricewaterhouseCoop- 
ers says the market for satellite broad- 
band equipment in India will grow five 
times to about 110,000 units in the next 
five years. 


HE VSAT industry just got its 
second lease of life. Eight years 


ago, when the government pri- | 


vatised the industry, most peo- 
ple said India was the perfect 





ground for the use of satellite- | 


based communication through VSATs. | 
Its vast geographic spread, low teleden- 
sity and unreliable terrestrial communi- | 


cation infrastructure made VSAT de- 
ployment absolutely necessary — not 
merely desirable. 

But the industry never took off. Two 
peculiar rules of the government made 
its life difficult. First, VSATs could use 
only the C Band and had restricted 
bandwidth — up to 64 kbps. So, mar- 
keters could not sell the standard equip- 


ment sold around the world but had to | 
build equipment tailored to Indian | 


needs. Given the volumes, that ensured 
VSAT prices were sky high. 


Then again, like in the case of tele- | 


com, the government insisted on high 
fixed licence fees from the players. 
Those two conditions made sure 
that VSATs were uneconomical for all 
but a few applications. By 1999, the in- 
dustry’s epitaph was being written. 





VSATs: 


A new lease of life 


For an industry almost given up 
for dead, the VSAT industry is 
showing some amazing growth 


And then, two years ago, the govern- 
ment suddenly turned benevolent. It 
notified that the Ku-band would be al- 
lowed and the bandwidth limit could go 
up to 512 kbps. This meant that equip- 
ment sold elsewhere in the world could 
be used in India too. Then it decided to 
shift to a revenue-sharing agreement 
with VSAT service providers. 

Since then, prices of VSAT equip- 
ment have nosedived. A DAMA (de- 
mand assigned multiple access) termi- 
nal, which cost Rs 16 lakh earlier, now 

















ay’SINESSW SIHEN 





costs Rs 8 lakh. TDMA (time division 
multiple access) prices have fallen from 
Rs 8 lakh to Rs 1.25 lakh. DAMA sup- 
ports multipoint communication and 
voice, fax, video and data traffic; TDMA 
is used for low-speed data communica- 
tion. The VSAT industry is free to tap the 
huge market that lies in store for it. 


The Opportunities 


Back in the 1990s, despite the high 
prices, VSATs were a good option simply 
because the country lacked a good ter- 
restrial network. The National Stock Ex- 
change (NSE) was one of the first to re- 
alise that. Just 36 hours before it 
commenced operations on 3 November 
1994, the Department of Telecommuni- 
cations had given NSE the green signal 
to set up a VSAT network. Today, al- 
most a decade later, NSE is one of 
the largest exchanges in the 
country, with over 3,000 VSAT 
links across 360 cities sup- 
porting about 7,000 con- 
current users every day. 

The benefit NSE saw 





holds true even today, the fall in prices 
notwithstanding. For, although compa- 
nies like Reliance have set up nation- 
wide ground networks, terrestrial cover- 
age is still only 50%. B.G. Bhalla, 
secretary general, 


says: “There are many remote regions 


where satellites make sense as the cost 


of laying a terrestrial network doesn't 
justify the returns.” Also, the rolloutis 


faster (in just hours) than for a leased ` 


line (which could take months). 

No wonder ICICI Bank connects 
75% of its ATMs via 1,200 VSATs, “We rë 
alised... they were cost effective and reli- 
able. Now, we want to-connect all our 
ATMs through VSATs,” says'O.P. Shrivas- 
tava, general manager (retail infrastruc- 
= tare), ICICLBank..Punjab National 

| Bank, UTI Bank and HDFC Bank are 
also using VSATs to expand their ATMs. 


Rs 25 crore in the next six months to 


VSAT Service: 
Providers Association of India (VSAD, — 


»sion of money orders. And Hughes Es- 
corts Communications’ (HECL) Polnet | 
“project will link police records across | 
“15,000 police stations and 1,100 jails. A | 





take its network to 10,000. Educa- 
tional institutions like IT-Bombay, 

HM- Kozhikode and XERI.use VSATs for 
online training programmes. “We spr- 
ead “across 13..cities in just a few 
months,” says: Satya Narayanan R., chai- 
rman, Career Lalncher, which offers 


“online trainiñgvia a28-VSAT network. 
+ The Department of Posts has a net- | 
a work of 150 micro earth stations linking 





5,000 post offices for prompt transmis- 


number of other projects in rural tele- 


phony, education and defence should | 


get Rs 200-crore business by next year. 


Interestingly, the growth of the ter- | 
restrial network has not affected satel- | 


lite communication anywhere in the 


| world. Even in the US, where terrestrial 
=, Othér sectors, too, have entered the | 


“market. Playwin Lotteries will spend | 


coverage is 75%. There, the United 
States Postal Service network connects 


| 34,000 locations. On 9/11, as the postal | 


What i is driving the market? | 
; ARKI 


MARKET MATURITY IN 
-3 YEARS (No. of units) 
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system failed after the terrorist attacks, 
VSATs in Virginia were used to get post 
offices in New York online. 

“The worldwide trend nowis to use a 
combination of a terrestrial and VSAT 
yetwork and the same will also be seen 
n India,” says Ashish Chowdhry, vice- 
president (enterprise services), HECL. 

An ABN AMRO report says the $650- 
| million global VSAT market will cross $1 
billion by 2009. Many new users like re- 
tail shops, department stores, petrol 
pumps and hotels have come up. N. 
Ranganathan, chief operating officer of 
equipment vendor Gilat, says: “If the 
| consumer sector in India picks up, itcan 
be a huge opportunity for us.” 





i 
i 
i 
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| Equipment Vendors Under Pressure 
Surprisingly, the 100% growth in VSAT 
sales has not raised the spirits of equip- 
ment vendors. Because the high custorn 
duties of 35-40% have forced them to 
| sacrifice margins. Revenues of Israel- 
| based Gilat fell 16% and US-based Vi- 
asat’s revenues took a hit of 40%. Equip- 
ment vendors say most policy changes 
are aimed at service providers and not 
the vendors. The service providers have 
fared better. HECUs revenues are up 
30% as are Comsat Max's revenues. 
“The market is moving towards be- 
ing services driven and new application 
areas are emerging,” says S. Barathy, 
vice-president (technology), HCL Com- 
net. Take the case of HECL, which 
started as a pure VSAT carrier. It now 
earns 50% of its revenues from services. 


There’s More To be Done 


While the government's positive ap- 
proach has helped, a lot remains to be 
done. A further increase in bandwidth 
limit to 2 Mbps and reduction in mini- 
mum antenna sizes could be the first 
step. VSAL also wants a further reduction 
in licence fees for captive users. 

It could also iron out some anom- 
alies, Broadcasters and Internet service 
providers can directly negotiate with 
foreign satellites, yet VSAT firms have to 
have a Department of Space clearance. 
Also, a VSAT licence does not allow one 
to offer Internet or basic services. 

If all this is allowed, VSATs could be- 
come an effective medium to support 
India’s diverse communication needs. 
Meanwhile, the industry needs to tune 
2 into the emerging opportunities. a 
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Impression 


After nine years in the wilderness, 
®@ private equity funds are waking up 
æ to a pleasant reality of willing 

= promoters and sound business 
models. by Shishir Prasad 


HAT a difference a year makes! If you had vis- 
ited a venture capitalist in August 2002, he 
would have put you through the tea-and- 
sympathy routine — tea from him, sympathy 
from you. He had no exit opportunity and 
hardly any deal flow. This pool of venture cap- 
ital was sloshing around without touching the 
plimsoll line of any entrepreneurial boat. But today, the mon- 
eymen look merrier. Deal flow is good. Valuations are more re- 
alistic. Global funds are ready to look at India afresh. 

CDC Advisors, a fund that has 
put over $170 million into India, 
wants to set up a $150-million 
fund that will invest only in India. 
Ithas become the first private eq- 
uity player to grab a slice of the 
disinvestment pie by bagging the 
Rs 218.13 crore Punjab Tractors 
= deal. Oak Investment Partners 
has hired Ranjan Chak to look at 
Indian investments. Sequoia 
Capital has put $22 million in 
24/7 Customer. Newbridge Capi- 
tal’s Puneet Bhatia is criss-cro- 
ssing the country looking 
to deploy $40 million. 
In fact, VCs are begin- 
ning to look like they 
have regular dayjobs! 

It is difficult to 
convince people, 
especially after the 
Internet mania, 





























that VCs may be on to something big. A major reason is that 
most VCs and private equity funds have delivered only aver- 
age performance. According to BW research, the total VC in- 
vestment has been $2.4 billion since 1994 (that’s when the for- 
eign funds came into India with some serious money). At 
today’s valuations and stock prices, this is worth around $2.9 
billion. Sure, there are funds like JF Electra and CVC Interna- 
tional that have seen three times appreciation in their portfo- 
lios, but the majority have either gone underwater or have 
barely been able to keep their noses above water. 

Before concluding that high- 
net worth investors and pension 
funds are funding another bout 
of stupidity, let's have a little clar- 
ity. Point No. 1: like anyone else, 
VCs have a right to learn on the 
job. India has never been an easy 
proposition even for learned tou- 
rists like Al Beruni and Hiuen 
Tsang and it is even more beguil- 
ing for investors. The uncertainty 
in the regulatory environment 
also throws business plans out of 
gear. Point No. 2: the Indian eco- 
nomy is poised to take a big leap 
and it would be a shame if for fear 
of failing again, we shun the op- 
portunity to fund successes. 

Start with the difficulties ofin- 
vesting in India and the man to 
talk to is CDC’s Donald Peck. This 
diminutive Briton’s eyes get wist- 
ful when you mention 2 February 
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. high of $424. And on that day CDC’s $14-million investment 


was worth $1.5 billion. Had CDC exited Sify then, it would | 


have made 100 times its investment! But the government did 
not let it repatriate the money. Or take telecom. Investors like 
Warburg Pincus and AIG would have reached for their bottles 
of Maalox several times as the policy swung from one extreme 


or the other. These investors have put in about $450 million of 


the $1-billion equity investment in telecom. And when pro- 
_moters are not able to deliver, the problem gets worse. VCs 
-have finally realised where they can go wrong, but one has to 


realise that venture investing is a high-risk exercise. “Private | 


equity is normally about backing management teams with 
limited track records. There will always be mistakes,” says 
John Levack, managing director, Electra Asia Partners. 


Having completed their learning, venture investors are | 


ready to take advantage of key macro and microeconomic 
trends. The first is that Indian mid-cap industries have clea- 


ned up their act. Mid-cap companies are important because, | 


“typically, that is where the venture investment is likely to flow 
inhuge quantities. That is because with the help ofsome high- 
octane capital, these companies can outperform the big boys. 
Also, in mid-caps, it is easier for the investor to be on the board 
and contribute to the company’s strategy or financial restruc- 


turing. A look at two surrogate variables shows this (See ‘Mid- | 
caps catch up with the big boys’). Over the last five years, mid- | 


cap companies have started to match bigger companies in 
“return on equity. That makes them attractive to investors. 


Second, mid-caps’ earnings growth is beginning to match | 


that of large companies. This interests venture investors. “In- 
dian companies... have done some hard work in the last five 
years. And that is something private equity investors find at- 
tractive,” says Renuka Ramnath of ICICI Ventures. $ 
The second factor is the rise in employable, young work- 
force. The percentage of the working population between 15 
and 59 years has increased from 52% in 1997 to 60% in 2003 
(Planning Commission data) and will rise to 63% over.the next 
four years. Five years ago, it would have been difficult to imag- 
ine where such large masses of population could find work. 


But now BPO alone will employ 2.5 million people by 2008. | 
This workforce is going to be made available to globally-com- | 
. petitive manufacturing and services companies and strong | 
domestic sectors like banking and media. All these areas will | 
see venture investments. Mind you, these are not the $10-mil- | 


lion-or-so deals that VCs used to strike earlier. The new deals 
involve investments of $30 million-40 million or even more. 
Already, Centurion Bank and UTI Bank have seen that sort of 
money flow in. So has NDTV. BPO and IT services will see 
larger transactions happening as the 24/7 deal shows. 
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"©2000. That's the day when Sify’s stock price touched its historic | 
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VCs have realised that they are as much the owners of 
companies as the promoters and will have to get involved not 
just in operational performance, but also in influencing regu- 
latory regimes. This is something that they have been loathe to 
do. “The attitude till now has been to invest like a financial in- 
vestor. The concept of building companies still hasn't come 
in,” says a VC. They will also have to'be more realistic about 
how they structure deals so that their money remains safe. 

Investors must also encourage entrepreneurial managers 
to join their ranks. GW Capita! has made some progress in this 
regard. “We have managers who have run large corpora- 
tions.... (They) know what it is like to run a company and can 
help portfolio companies grow,” says Vishal Nevatia, CEO, GW 
Capital. More such examples are needed if VCs are to get it 
right this time. For far too long they have depended on people 
from financial services or consulting to make a difference to 
the operations of companies. But now they have to get man- 
agement professionals to improve business performance. 

This survey will seek to show the performance of venture 
investments. Itwill show that private equity funds, iftheyseru- 


_ OVERVIEW 
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tinise their past, will have enough success models to follow. Tt , 


will demonstrate that deal structures have started changing, 
and this will create a better relationship between investors 
and promoters. And, finally, it will make a case for why India 
needs homegrown funds. E 
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OU know the situation. Your com- 
pany has the growth, but no money 
to support it. Banks aren't lending to 
you as your balance-sheet isn’t 
strong. Capital markets treat you 
like a beggar at a banquet. Listing is- 
n't as easy as it used to be. You need to show 
stable cash-flows and a strong profit record. 
Can you call IDBI?You could, but they may not 
call you back. Maybe it is time to call your 
horn-rimmed, metallic-voiced private equity 
investor. (You are sure you have his business 
card somewhere.) He has been around for 
nine years and has been hit on the head by 
promoter wiliness. He got into the wrong 
companies and threw good money after bad. 
But now he’s experienced. And he's interested 
in you. 
This despite what he's been able to get out 
of the Indian market till now — very little. 
Now, after nine years in the business, most 

private equity investors will just about man- 
age to protect their capital. Till date, they have 
invested nearly $2.3 billion in India. According 
to BWresearch based on industry sources and 
the offer documents of venture funds, at to- 
day’s prices, their investments are worth app- 
ų roximately $2.9 billion. A far cry from the 33% 

ternal rate of return (IRR) such investments 
usually seek. If investors had been able to get 
_ that kind of IRR, the investments would have 
| been worth $18 billion today, says an invest- 

ment banker. That’s the bad news. 
f The good news is that according to Price- 

waterhouseCoopers’ Global Private Equity 
2002, a study of investments made and funds 
, raised in 2001, the increase in private equity 
flow into India has been more than for other 
, Asia Pacific economies. Only Australia, Japan 
and South Korea attracted more funds and 
| performed better than India. And India need 
not be defensive about its position in the for- 
| eign equity investors’ minds. “Asian private 
| equity returns have not matched up to the ex- 
pectations. I doubt that India’s returns would 
| be shamed by achieved returns elsewhere in 
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uity market, but it is currently generating some enthusiastic 
supporters,” says John Levack, managing director, Electra 
Partners Asia, whose fund has made the most successful in- 
vestments in India as compared with the rest of Asia. And CDC 
Advisors managing director Donald Peck says: “It has been an 
up-and-down experience for VCs in India, but it has been 
good for us.” India may not have done great in absolute terms, 
but relative to other markets, it has done well. 


the glamourous ones like technology, pharmaceuticals or 
| biotechnology. Larger deals have started happening. The av- 


the region. India has been an under-appreciated private eq- | 


Investors have started understanding this. In India, private 
equity money is flowing into a variety of sectors and not just 


erage deal size now is twice as large as the ones struck in 2001, 
which, in turn, was double the size of deals in 2000. The num- 
ber of deals in 2002, however, was a sixth of what it was two 
years ago. What this means is that investors have become very 
selective, but for companies that make the cut, capital is avail- 
able in larger chunks. More important, investors finally seem 
to have begun understanding the Indian business environ- 
ment. “(India) probably doesn't have as good a story as some 
other Asian markets, but serious investors are keen on India,” 
says Amol Jain, vice-president, DSP Merrill Lynch. 

The story hasn't exactly been a fairy tale. Investors have 
been tested. An investor who has put in more than $100 mil- 
lion into India says the first phase of foreign private equity in- 
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vestment (starting 1994), was a “disaster”. Investors simply 
transplanted a model that had worked in the West — buy into 
unlisted companies, build value and sell out through an IPO. 
“We transposed the model into India and the results weren't 
pretty. Some unscrupulous promoters and companies got 
private equity in that phase,” he says. Private equity funds in 
the West go into companies ready for the stockmarkets or are 
used to take knocked-up public companies private, back to 
the garage if need be. Both these factors were missing. Lack of 
finance meant hordes of companies accessing public capital 
markets directly. “Companies in India that were unlisted were 
so because they were not good enough for the public markets 
and we all kept looking for diamonds in that rust,” says a fund 
manager. No wonder then that the funds that came into India 
in 1994, Ind Ocean Chase (also called Chase 1), HSBC, Bank of 
America and Oppenheimer Fund, haven't had much to cele- 
brate about. Barring Bank of America, these funds did not add 
too many zeros at the right place to their bank accounts. 

It is easy to blame the funds. A promoter of a medical sup- 
plies company said his company was happy to return the cap- 
ital, at a discount of course, to its investor (one of the largest in 
the world) to see their back. “They just didn’t understand the 
business. They asked unnecessary questions. We were quite 
happy to see them off,” he said. Ouch! Not surprising, says an 
investment banker. “The promoters in India have been used 
to dealing with financial institutions (FIs). FIs have largely in- 
vested in companies from a debt perspective. If the company 
is not doing something drastically wrong, they don't ask too 
many questions,” he says. When the private equity investor 
walks in to the company, he starts asking uncomfortable 
questions. Why is the strategy geared towards ‘X’ and not ‘Y’? 
Why are the sales force incentive structures not aligned with 
the best in class? A partner in a Singapore-based fund says: “In 
the first phase, many entrepreneurs did not see us as partners. 
A pharma company wanted to do a deal at Rs 600 when his 
stock was at Rs 400 and at Rs 800 when it was Rs 600. When I 
asked the chairman why he wanted a premium, he said: ‘Be- 
cause I am giving youa board seat’! didn't want the board seat 
for my amusement. That’s my job.” Such lessons have been 
handed out to almost every fund. 

Nine years later, the promoters are wiser. Development fi- 
nance as a category has gone. Banks aren't keen to make any 
investments that could make their balance-sheets look bad. 
And the new Securitisation Act gives them the freedom to 
change managements. “Most promoters and FIs now realise 
the need for private equity. The need to have a separate vehicle 
to channelise the equity risk is un- 
derstood. We have been telling 
banks that this is a safe and excit- 
ing option. And promoters have to 








Donald Peck, CDC Advisors 


“It has been an up-and-down experience for VCs 
in India, but it has been good for us.” 


If private equity funds were schoolboys, 
they wouldn’t want to show this report 
card to anyone. But they seem to have 
learnt their lessons well.by Shishir Prasad 


understand that neither the venture capital provider, nor the 
entrepreneur is doing charity here. Both have to realise value 
at the end of the day. The entrepreneur has to learn to leave 
value on the table,” says Renuka Ramnath, CEO of the $150- 
million ICICI Venture Funds. Many promoters also want pri- 
vate equity because they are already leveraged. Glenmark and 
Lupin did. But will promoters go beyond merely looking at 
balance-sheet redesign and try to make money for everyone? 
Till now they have not shown too much inclination to do that. 

‘Leave value on the table’ is an important phrase. “It hap- 
pens in Korea, in Malaysia and even in China. Companies 
leave a little upside out of the valuation. So if they don't meet 
the targets, the investor can make some money on the upside 
that wasn't factored in,” says a partner in a Singapore-based 
fund. But itis not enough for promoters to understand the dy- 
namics of private equity. Glitches in the regulatory frame- 
work, too, need to be sorted out. 

The most importantis the need for liquidation preference. 
“We need to look at a classification of shares. If an investor 
takes an extra proportion of risk at an early stage, in growing a 
business he needs to have the ability to exit it before everyone 
else,” says Ashish Dhawan, senior managing director, Chrysa- 
lis Capital. And investors 
are already using innova- 
tive deal structuring to 
work around this (See “We 
will not let you gol’). 

The second thing is to 
take a relook at the take- 
over code itself. “I can un- 
derstand why Sebi insists 
on it, but most of the time 
private equity funds are 
just buying into business- 
es without changing the 
control,” says Dhawan. It 
forces many companies 
to access tight public mar- 
kets. “Some very good 
firms have been denied 
growth capital because of 
this rule,” says Ramnath. 

If these two regula- 
tions are amended, then 
the fence between the 
house of the private eq- 
uity investor and the en- 
trepreneur will be strong. 
And that will make them 
better neighbours. E 
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We shall not cease from exploration 
And the end ofall our exploring 
Will be to arrive where we started 
And know the place for the first time. 
—TS. Eliot (Four Quartets) 
















SK any venture capitalist about the performance of 
his fund and chances are you'll hear ‘It’s too early to 


| process of venture capital value-addition uncertain. 
But for the first time, BWhas the list of the most suc- 


veals three key things. Betting on export competitiveness 
works, selecting great market niches works and restructuring 
works ifthe VC contributes actively towards the operations. 


vestment in India till date at today’s prices is i-flex Solutions. It 
will return 23 times the money that the in- 
. vestors have put into it. Citi Private Equity 
invested when the company was worth 
$17 million. It is worth $134 million to- 
day. i-flex’s success is obvious now. But 
six years ago, when Citi, headed by Ajay 


ing software was crowded. Global competi- 


say’. This sort of thinking has made the entire | 


Start with clever niche selection. The most successful in- | 


Relan, invested, it was hard to under- | 
stand why. i-flex’s domain ofcore bank- | 















Export competitive- 
ness and large 
domestic opportuni- 
ty — few VCs have 
used simple formu- 
lae to make serious 
MONEY. by Shishir Prasad 


tion was strong in the form of companies like Misys, Temenos 
and Globus. And globally, there were at least 130 suppliers of 
banking software. There was one small detail that the in- 
vestors (also a huge customer of i-flex, to be fair) seized upon. 


l Banking software was shifting from mainframes to PCs. The i- 
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cessful VC investments in India till date. The list re- | 


| 
| 


flex management reasoned correctly that banks would have 
to buy new software to work with PCs. The only way such a big 
opportunity could be addressed fast was to take the product .Ț 
route. So that was a bet that Citi took on the technology 
change and it loaded the bet when it added a product risk to 
the gamble. And then a VC gave i-flex business and a break in 
the African market to scale up the business.and create a test 
market. These high risks have rewarded Citi handsomely. 

The second biggest success story is that of Geometric Soft- 
ware. ICICI Ventures, managed by Nitin Deshmukh and C. 
Jayachander then, made 22 times the money it put into the 
company and Draper International Fund that came in much 
later made four times its invested capital. ICICI Ventures in- 
vested when the company had a turnover of Rs 5 crore and to- 
day it is an Rs 87-crore company. 

Geometric is a juxtaposition of three influences — a suc- 
cessful corporate buyout, good niche selection and export 
competitiveness. Geometric’s managing director Manu 
Parpia says: “I primarily needed. money to fund the buyout of 
the software division from Godrej to buy the receivables and 
assets.” It was the hugely experienced management team, led 
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by Parpia, that the new company had that really pushed the 
company forward as a very strong player in the CAD/CAM 
market. Parpia doesn't believe investors did anything that rad- 
ically altered his business approach. “They helped us largely 
in building perspective by asking questions on our strategy. 
The core business was our domain. We were fairly clued in on 
the business. So the investors did not have to do any major 
work there,” says Parpia. 

Actually, the third and the fourth most successful invest- 
ments in the list, too, have a similar feel to them. Kale Consul- 
tants was a small company, very strong in airline software. 
DSQ Software was a fast-growing software services company 
in CAD/CAM and engineering software. All these investments 
were made in mid-1990s and the capital allowed these com- 
panies to ride the software wave that lasted till early 2000. So, 
in a sense, it was luck, but it was also perfect market timing. 
ICICI Ventures and CDC — in the case of DSQ — bought the 
software story when very few people understood very little of 
it. The story was borne out by the rapid market expansion that 
took place in the following 4-5 years. And investors were able 
to get out well before the market went under. Even Bank of 
America, which came in much later, made four 
times its investment. 

Now comes the tale of a real value-addition. It is 
an oft-repeated story, but it still reveals a lot about 
investment success. JF Electra put in money at Rs 30 
per share in Moser Baer when the market price was 
around Rs 17-18 per share to take a substantial mi- 
nority (39%) stake in the company and was able to 
partially divest at Rs 300-350 levels. Moser Baer was 
a Rs 80-crore company when it went looking for 
money in 1998. Today it is a Rs 680-crore company. 
The market for Moser Baer’s main product, floppy 
disks, was evaporating, but it was uncertain which 
medium would take off—iOmega’s Zip Drive or the 
writable CDs developed by Philips. The technology 
for manufacturing was established. What was un- 
clear was which platform would get adopted. Moser 
Baer managing director Deepak Puri and the man- 


Under Ajay Relan, Citi Private Equity decided to 
bet big on technology change and funded i-flex. 
The gamble paid off 








In Geometric Software, the Nitin 
Deshmukh-led ICICI Ventures 
made 22 times its investment 





agement believed that optical media was the way to go. This is 
where the Electra inputs came in most handy. The Electra 
team wentall over Europe and Asia to understand the scope of 
writable CDs. This led to the crucial insight: only writable CDs 
could be played on any kind of CD playing device. That infor- 
mation revealed a huge potential market. Once the manage- 
ment team was sure that the demand would be huge, it 
bought 26 manufacturing lines when other competitors were 
buying just a few lines to test the waters. A large order such as 
this led to huge discounts and that made the economics of the 
project extremely compelling. 

All the examples we have given till now have been based 
largely on the export markets. The two most successful do- 
mestic market investments have been HDFC Bank and 
HDFC. Chase (now JP Morgan Capital Partners) has multi- 
plied its capital three times. JP Morgan was again quite fortu- 
nate in getting the HDFC Bank stake through a trade sale. 
Natwest, the original investor in the company, had to sell out 
in 1999 because of losses in the emerging markets. When it ex- 
ited, Natwest had already multiplied its capital five times. To- 
day JP Morgan, too, has made almost the same sort of money - 
five times the invested capital. 
HDFC Bank's success is again on 
the back of a tremendous market 
opportunity coupled with a great 
management team. But an in- 
vestor who had looked at the 
HDFC Bank-Natwest deal closely 
in 1995 mentions a nuance. “When 
the bank went public, there was a 
possibility of charging a premium 
on the IPO price, but Natwest 
agreed to an at-par offering. That 
left a lot of price appreciation in 
the stock. Both investors — 
Natwest then and JP Morgan now 
— benefitted from this move,” he 
says. CDC has a similar story with 
HDFC. As the mortgage market 
has grown rapidly, CDC’s invest- 
ments in HDFC have almost tre- 
bled. If this gives an impression 
that the domestic market offers 
better opportunities, then it will be wrong. The amount of 
money export-led investments have made is 6-7 times more 
than domestic market bets. And VCs have figured this out. 
They are going to invest in companies that enjoy export com- 
petitiveness to get the big money. At the same time, they use 
good domestic investments to offset the risk posed by compa- 
nies that compete globally. So, today, investors are talking 
about manufacturing and banks and food processing. 

These instances illustrate a couple of things. For one, sim- 
ple things work best. An empirically proved thing such as 
comparative advantage does apply. Now that investors are ap- 
plying lessons from software services to other industries like 
automobile components and engineering design services, 
and are looking for entrepreneurs with good track records, 
there is only one question that you want to ask them: what 
took you so long to figure out? a 
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NVESTORS like grey hairs now. It is not difficult to see 
why. Twenty-three-year-olds armed with the most lucra- 
tive crystal ball ever — the Excel spreadsheet — sweet- 
talked a few hundred million dollars out of the venture 
capitalists. Ifyou had done your MBA at a foreign univer- 
sity, had sold Pepsi or derivatives in central America, you 
| were considered fit to build large businesses. Logically, there 

[| was nothing wrong with this assumption. It is only over the 
| last year or so that the investors saw the obvious. A great 
| dream doesn't necessarily result in a reality of equal impor- 

| tance. This realisation shines through once you look at the list 

| of founders and promoters who raised money in the last year. 
It’s a list of the grey and the grizzled — guys who have fought a 
| hundred battles and lived to tell the tale. The most encourag- 
_ ing thing about last year’s deals was that they involved entre- 
| preneurs and promoters who had the ability to execute their 
plans. And this is true for all the sectors that money flowed to. 
Whether it was the $120-million that was raised by business 
l process outsourcing (BPO) companies like exl Service.com, 
| Infowavz, Progeon and Global Vantage or the $190-million 
that was invested in mid-sized IT services companies like 
Satyam Computer Services and Patni Computer Services. 

You could very easily place Narendra Patni at the head of 
the pack. General Atlantic Partners put in $100 million in the 
company last year. Why? Because there is no bigger game in 
town than playing catch-up with the big boys. A closely-held 
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= company, known more for the people who left it to start In- 
fosys Technologies, Patni is the ideal private equity invest- 
| ment. Itis still privately held and that insulates it from market 
| pressures. Other similar sized companies have been at the re- 
| ceiving end of the market moods as their dollar flows have 
slowed down. Patni is also considered just the right size to 
straddle both IT services and BPO. The two 
businesses are quite different and compa- 


two lines seamlessly. Great opportunity 
for the investor is combined with grea- 

ter pragmatism from the founder: 
Narender Patni. Having missed the IPO 


nies that have large IT services operations | 
are yet to figure out a way to combine the | 


| 
bus a few years ago, he does need the | 





Companies that raised money 










hrysalis Capital, Outsourcing 
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money to scale-up. “Today the IT services opportunity is 
closed to the start-ups. The table stakes today would be $50 
million-75 million to even start competing,” says Gaurav 
Deepak, vice-president, Avendus Advisors. A better idea then 
is to look at mid-sized companies with managements that are 
willing to learn new tricks and capitalise them adequately to 
play the BPO game that is lucrative but three times more capi- 


| tal-intensive to start off with. 


Put UTI Bank chairman PJ. Nayak in Patni’s league as well. 
“He looks like a bureaucrat,” says Ashish Dhawan of Chrysalis 
Capital, “but talks like a businessman.” While UTI Bank has 
been a bit of a slow-starter in the retail arena, it is one Indian 
private sector bank that has been growing rapidly. What in- 


_ vestors like about UTI Bank is simply that it isn’t like IDBI 


| 


Bank. And that it is pretty well isolated from its once-troubled 
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ENTREPRENEURS WHO WILL GET MONEY 





Investment Month 





Approx. valuation 





ITES 8 — Apr 2002 
ITES 20 100 Apr 2002 
Banking 35 — Apr 2002 
Life 

talentas 10.3 74 Jun 2002 
Media 1.5 25 Jul 2002 
IT 10 — Jul 2002 
ITES 5 — Aug 2002 

1,300- 

IT 70-75 i, 400 Aug 2002 
IT 108 530 Aug 2002 
ITES 4 15-20 Aug 2002 
FMCG 27.8 70 Aug 2002 
IT 8 = Aug 2002 
Life 

Ticacós 4.6 9.5 Sept 2002 
ITES 50 — Nov 2002 
ITES 5 10-15 — 
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parent. The famous “no-merge” clause that prevented the | 
deal from happening in IDBI Bank was not even an issue in 
UTI Bank's case. A fast-growing business that needed capital 
to ramp up (in UTI Bank’s case to meet capital adequacy | 
norms) and a management team that is headed by someone 
like Nayak is what attracted investors. But grey is not all. Last 
year was good for even people who have shown the gumption 
to raise companies in the face of the fiercest of competition. 
The Jyothy Laboratory guys, Ullas Kamath and M.P. Ra- 
machandran, are entrepreneurs investors dream of finding. 
Level-headed and having gone through the grind of buildinga | 





Closely held but ready for the big 
league, Narendra Patni’s company has 
attracted $100 million of venture capital 


TRIBHUWAN SHARMA 


Private equity funds tend to flow to 
people like PVR’s Ajjay Bijli, who are 
potential leaders in their business areas 





Rs 350-crore business in 25 years, Kamath is a convert to pri- 
vate equity investment. If the private equity investors want a 
poster boy, then Kamath is the guy. “Private equity money is 
the executive health check-up for the company. CDC came in 
and just straightened out our processes and our systems,” says 
Kamath. And that included forcing the company to find a 
missing application form dating as far back as 1967! Jyothy 
had received Rs 17 crore from ING Barings, but because it had 
a very small stake in the company, ING did not spend too 
much time with it. With CDC and CLSA now putting in $27.8 
million, Kamath is confident of continuing his assault on big- 
gies like Hindustan Lever in whiteners and Godrej in mos- 
quito coils. “In the FMCG business, you need money in the 
bank. The business is not very cash-intensive but advertisers, 
suppliers and distributors are comfortable when they see the 
cash on your balance-sheet,” says Kamath. Also, with this sort 
ofacash chest, itis now easy for Kamath to compete in the ex- 
pensive advertising wars. And after building two high-growth 
brands like Ujala and Maxo, Jyothy is now going all guns blaz- 
ing into the lair of the eagle — the soap segment — with Jeeva. 

All the cases we have talked about till now have been those 
of people who are first generation entrepreneurs. (One can 
stretch the definition in the case of Nayak of UTI Bank.) But 
last year, there were two instances of people who had taken 
their family businesses and had added new growth areas to 
them. Glen Saldanha of Glenmark Pharmaceutical raised 
$10.3 million, again from CDC. Since the company was al- 
ready listed and leveraged, it would have been difficult for Sal- 
danha to fund the expansion and the increased investment in 
research. “After the investment came in, we were able to 
launch a stock options programme for employees , start the 
US operations, and buy the GlaxoSmithKline manufacturing 
facility,” says Saldanha. 

Another person in the same league is PVR managing di- 
rector Ajjay Bijli, the man who gave Delhi its multiplexes. He 
has raised $8 million from ICICI Ventures to fund PVR's $21- 
million expansion across the country. “We ideally like to back 
promoters who are capable of becoming leaders in their busi- 
nesses,” says ICICI Ventures CEO Renuka Ramnath. With the 
current momentum, PVR is a very strong player to retain the 
top spot in multiplexes. 

With money flow to established companies already having 
started, what will the investors look for next? Troubled compa- 
nies with restructuring possibilities. One can already see that 
in the Lupin Laboratories deal. With 
Rs 600-odd crore of debt on Lupin’s 
balance-sheet, new investments in 
research were hard to come by. With 
the funding from CVC International 
being used for debt repayment, the 
company was able to turn its for- 
tunes around. 

That should start a whole new 
era of deal-making where the mid- 
sized companies in Corporate India 
are able to access private equity. The 
investors are ready, now will the en- 
trepreneurs who are good enough 
please stand up? Ld 
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_EMERGING DEAL STRUCTURES 





ATCHETS, tag-alongs, drag-alongs — a promoter 

could well mistake a venture capitalist’s office for a 

medieval torture room. Why? “Since mid-2001, a cer- 

tain realism has set into the market. Promoters know 

that we have to protect ourselves. And we know that 

everything must be spelt out clearly,” says J.M. Trivedi, direc- 

tor, CDC Advisors. This trend has led to a switchover to deals 

where terms and conditions are specific to the deal and in- 

serted into the shareholder's agreement so as to fall under 

company law provisions. “Hardly anyone wants to do plain 

vanilla equity investments,” says Manish Kanchan, director, 
Ambit. That’s primarily because exits are more difficult. 

A favourite route catalysing exits are the drag-along and 


s B ‘ag-along clauses that have been used in shareholder agree- 


management control of the company. 

Promoters of smaller companies hungry for funds cannot 
afford to turn down such clauses. With IT companies, mergers 
and acquisitions offer great opportunities. So, small BPO and 
IT companies allow insertion of such clauses. The Chrysalis- 


acrimonious affair. We and Chrysalis were ready to sell. We 


=. had the power of affirmative action. That means we could say 


MF no if we did not like the investor,” says Raman Roy, presi- 
mm dent and CEO, Wipro Spectramind. 





on 


=. Investors in such companies either take the convertible 


cue” 


Seasoned promoters often don't allow such clauses, 


or preference share route. “Almost 35-40% of all deals that 
_ took place last year were preferential allotment,” says Kan- 
chan. While the preference route is simply issue of shares with 


‘more rights as compared with ordinary shares, it is difficult to 


A do it in a listed company. This is because the management 


must convince other shareholders that the private equity in- 


® vestor will help the company and must get special rights. 





em VVestBridge Capital Partners 


Convertibles are chosen by investors keen to contain their 
risk in the initial stages. It started with the Progeon deal by 


and CVC International. Later, 
Glenmark Pharma, TV Today 
and Daksh e-Services went for 
convertibles. These are usually 
linked to parameters like rev- 
enue targets in the case of un- 
listed companies, or an IPO bya 
certain date. “If the firm fails to 
achieve the desired revenue, or 
cannot go to the IPO stage in 
time, the investor can ask the 
company to pay back the amo- 
unt invested, plus 7-8% inter- 
est,” says Shah. The instrument 
then operates as a debt till the 
company meets its targets. 
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Amol Jain, DSP Merrill Lynch 


“In companies with slow growth, but strong 
cash flows, leveraged buyouts make sense” 















We will 
not let 
= YOU go! 


Promoters who take VC 
money will have to con- 


‘tend with clauses that 


punish non-perfor- 
mance quite 
severely. by Shishir Prasad 


Another route that investors are looking at is the leveraged 
buyout (LBO). An LBO is like buying a disputed but well-lo- 
cated house cheap. The buyer uses money and muscle to 
throw occupants out, refurbish the house and rent it out. The 
rent cash-flow from the house is used to finance the loan 
taken for the house. The benefit here is the tax break on debt. 
Now just substitute a company for the house; bad manage- 
mentor asset for the disputed bit and you get the picture. “The 
cost of capital on a deal that has 75% debt and 25% equity is 
12-15% depending on the structure, and that through pure 
private equity is 33%. In companies with slow growth but 
strong cash flows, such deals (LBOs) will make sense,” says 
Amol Jain, vice-president, DSP Merrill Lynch. The Punjab 
Tractors deal could see such a structure. 

What about the regulatory issues? “Banks are showing a lot 
of interest in such deals,” says a Hong Kong-based private eq- 
uity investor. Also, such deals are allowed on sale of corporate 
divisions. “There are a lot of such opportunities in corporate 
restructuring. So the investor will take a holding company and 
load it with debt, the corporate will spin out the division and 
division will then be slammed into the company,” says Jain. 

But deal structures don't create wealth. Good manage- 
ment that delivers results does. In the past, private equity in- 
vestors have been accused of being more worried about fi- 
nancial niceties and less on promoter soundness. With more 
fancy techniques coming into deals, the need to look at entre- 
preneurs who are committed to results and not get carried 
away in fancy deal structuring is more than ever. a 
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$ commit more. The second: there is a lack of 


i$ vestments for larger allocations to be made,” 


s 3 Ventures that has more than one fund and is 





-depth 


NEW FUNDS 





Indian 


summer 


= Very few India-specific dollar 
funds have been set up after 
the tech meltdown. Two new 
= Indian funds will fill the gap 

4 for the time being.by Shishir Prasad 


HERE hasn't been a worse time to get into the venture 
fund business in India. In the last two years, funds like 
CDPQ, WestBridge Capital Partners and AMP-IndAsia 
have exited India. Very few India-specific funds have 
been raised. The Asia-specific fund HSBC was trying 
to raise is yet to take off. People who have seen the industry 
| closely hold out little hope. “I'll be surprised if even a single 
| dollar more than what has already been committed flows to 


India,” says Ashish Dhawan, senior managing director, | 


Chrysalis Capital. 

That’s a little extreme, but there are two 
factors working against India. The first: in- 
vestors in existing funds haven't seen much 
good money — they would like to before they 


perpetuity in investment teams. “Usually, it 
requires at least three successful funds and 
consistency in the team that made those in- 


says Abhay Havaldar, partner, General Atlan- 
tic Partners. There's no fund except for ICICI 
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committed to investing in India. And even 
the team there is new. Nitin Deshmukh and 
C. Jaychander, who made the last ICICI fund 
successful, are neither in ICICI nor working 
together. A new team under Renuka Ram- 
nath runs the fund today. Even the most suc- 
cessful investment team in India yet, Prakash 
Karnik and Amit Sharma of Electra Partners 
Asia, has split. 

So what does the future hold for capital 
flows to India? There is good news from the 
India-specific funds. Last year, ICICI Ven- 
tures’ India Advantage Fund and IDFC’s In- 
dia Development Fund (IDF) raised a total 
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R. Ramnath, ICICI Ventures 


“We will look at debt 
recast opportunities” 





Luis Miranda, IDF 


“Banks have signed on 
to test the waters” 





Rs 1,300 crore. IDF will be raising Rs 400 crore more 
this year, bringing the India-specific fund corpus to 
Rs 1,700 crore. “It is a welcome sign as most of the 
private equity money that is raised from US in- 
vestors goes into US firms. So Indian funds should 
be good for Indian companies in sectors like media 
and retail, which aren't open to foreign investors as 
yet,” says Havaldar. ICICI Ventures’ Ramnath 
agrees. The last year, when which she was trying to 
sell the concept of private equity to Indian in- 
vestors like LIC, Union Bank of India and Punjab 
National Bank, has been rather difficult for her. She 
says: “It is a learning experience for investors. Our 
challenge is to convince them to make asset alloca- 
tions to private equity in the future, say, 5% of the 
investible capital.” 

IDF CEO Luis Miranda’s experience has been 
similar. “We've got the banks to sign on to test the 
waters,” he says. Both have been helped in no small 
measure by their affiliations to parents ICICI Bank 
and IDFC and the fact that since November 2002, 
the Reserve Bank of India considers investments in 
Sebi-registered venture funds priority sector lend- 
| ing. Whatever may have been the motivating factors, both 
| funds are looking at opportunities across sectors. Ramnath 
has already invested in entertainment while Miranda and his 
lieutenant Darius Pandole, executive director (investments), 
will be looking at infrastructure. But there is a twist. “Our defi- 
nition of what constitutes infrastructure will be much broader 
than just ports, roads or telecom; even social infrastructure 
like healthcare and, in some cases, hospitality will be within 
our mandate,” says Miranda. ICICI Ventures should be 
watched closely. Ramnath says that the fund will be “looking 
at companies where debt recast opportuni- 
ties exist. It will try to rewrite the business 
plan of the company and create a new capital 
structure that will make the business prof- 
itable”. One hopes it will invest only in com- 
panies that can create enough value after the 
capital recast to justify the equity risk. “We'll 
be very cautious. We have a responsibility to 
ensure that private equity funds are consid- 
ered something that all banks would want to 
allocate money to,” she says. 

Both the funds will have hardly any for- 
eign competition. Newbridge Capital is one 
big fund that has entered India in the last year 
but is looking at large deals — to the tune of 
$40 million. It will find such opportunities are 
rare. The same applies for JP Morgan Chase, 
which manages $8.5 billion. It scouted the In- 
dian market, didn't find large deals and is now 
doing a $150-million bank deal in China. 
Warburg has always loved India, butit already 
has a big exposure. So the opportunity is great 
for Indian funds to invest now, build value so 
that they are ready to extract some of it when 
the foreign funds want to add some India risk 
to their portfolios a year or two. a 
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BOUT 80 fairly affluent, 
middle-aged Rotarians, 
most with a reasonable 
sense of social responsibil- 
ity, are assembled at The 
Panchsheel Club in Delhi. 
They have been invited to a 
speech by Tarun Tejpal. He arrives on 
time. Almost immediately, the National 
Anthem begins to play. Tejpal, along 
with the audience, stands at attention. 
Then he takes centre stage. 

“Lam a child of the 80s’ breed of ad- 
versarial, combative journalism,” he 
warms up. “But now, media is no longer 
independent.” He's onto his favourite 
topic. “In the 50s, we were gifted with 
institutions to uphold the rule of the 
law and prevent the misuse of power 
and money. But one cannot expect 
such institutions from the current lead- 
ership. The citizens have to create it 
themselves. We need a thousand such 
watchtowers. I'll be happy if Tehelka 
can be one.” 

The first time Tehelka tried to do so, 
it failed. Tejpal takes the audience back 
to Operation West End. He gives a de- 
tailed account of the government's acts 


of vengeance. Even as the audience be- 
gins to sympathise with the death of the 
young, inspired organisation, Tejpal 
changes tack, to the rebirth of Tehelka. 


Tejpal now wants to mount 
Tehelka’s second crusade. And he wants 
citizens, like the ones in the audience, 
to fund it. He plans to launch a week- 
end newspaper, tehelka on the week- 
end. The website, too, will be re- 
launched. But Tejpal needs at least 
Rs 15 crore for that. He hopes to raise it 
mostly through advance subscriptions 
of Rs 520 per year — at least 150,000 of 
them. The speech has become a pitch. 

This Independence Day, Tejpal will 
lead an army of 16,000 direct selling 
crusaders, put together by a network of 
15 companies, to get subscriptions for 
the people's paper, as he calls it. A mas- 
sive ad campaign will kick off the drive. 

Before that though, Tejpal has been 
trying to club together 200 founder sub- 
scribers — each will pay Rs 1 lakh or 
$5,000 (Rs 2.35 lakh), adding Rs 4 crore 
more to the cause. About 40 founder 
subscribers like V.S. Naipaul, Shyam 
Benegal, Alyque Padamsee, Shabana 
Azmi, Pratap Reddy of Apollo Hospitals, 
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wants to 
resurrect 
Tehelka as 
a weekend 
newspaper. 
But first, 
he has to 
raise the 
money... 


Parmeshwar Godrej and other citi- 
zens, have already signed up. 


been a series of speeches and meet- 
ings. A group of senior managers at 
Infosys, Rotary Club meets, a lecture 
tour in the US, a lunch meeting in 
London, small gatherings hosted by 
friends — the Panchsheel meeting 
was just one among many.  * 
~ Thatday atthe Panchsheel Club, 
< dtwas not a tired wail that emerged 
» from Tejpal’s lips. Nor was it the full- 
-throated call of a warrior, Instead, it 
< was a logical exhortation. Tejpal’s 
spiel doesn’t rend your heart; it per- 
suades your mind. There is no anger 
in his voice, only steely resolve. Tej- 
pal is not a fiery orator. If his spee- 
ches go down well, it's because 
Tehelka's reputation precedes him. 
After Tejpal wound up his spe- 
ech, the audience fired a volley of 
questions. Will exposing corruption 
eradicate it? Isn't he a sensationalist? 
Will he join politics? Tough ques- 
tions. But the real crunch would 
come later, when feedback forms 
asking people to become subscri- 





i 
: 
i 









Since January, Tejpal’s life has | 





bers, orjoin the Tehelka Engaged Circle, 
would be circulated. The Engaged Cir- 
cle (Rs 10,000 for six years and Rs 6,000 
for four) is a proactive community of 
readers. Tejpal hopes Tehelka will not 
only talk, but also listen, And not just 
listen, butalso engage its readers. 
Among the audience that day was 
A.B Gandhi, former president of Hyun- 


TEHELKA ON THE WEEKEND 


| a Bangalore-based innovation consul- 


| 


dai Motor India. Hewas everything that | 


Tehelka seeks in a founder subscriber. 


wants to contribute to society. Heisa 
member of We Think For India, a vol- 


untary organisation, Gandhi sat thro- | 


ugh the session but decided not to back 
Tehelka as he wasn't convinced that 
such exposes could wipe out corrup- 
tion. Many others share his view. 

But there are others like a 29-year- 


tancy, A year ago, Narang remarked that 
Tehelka could never work with a few 
large investors. It had to be backed bya 
large base of investors. “You can't prose- 
cute anyone for subscribing to a news- 
paper,” he said. Tejpal didn’t pay much 
attention then; the implications of 
those words would resonate only later. 
By this time, Tejpal was the only sur- 


| vivor from the old Tehelka team, Co- 
Heis influential. He retiredlastyear and | 


old marketing executive who, after a 
session with Tejpal in Mumbai, walked _ 
to his car, signed a cheque for one lakh | 
rupees and handed it over. Ad film- | 
maker Mahesh Mathai. and wife Srila _ 


sent cheques for one lakh rupees each. 
At least two people have responded to 
petitions sent by email. 


founder Aniruddha Bahal had moved 
on and former investor FirstGiobal, 
headed by Shankar Sharrna, was not 
part of the new initiative. 

So, this January, alone Tejpal wasin 
the Bangalore residence of an Erehwon 
employee seeking Erehwon’s help in 
raising advance subscriptions, The 
team was skeptical and set two precon- 
ditions — Tehelka had to put together 
an advisory board of eminent people 
and rope in a top advertising agency. 

The board, with members like Anna 
Hazare, Kuldip Nayyar, Ram Jethma- 
lani, Mark Tully, Julio Riberio, Naipaul 
and Padamsee, soon took shape. 


| “Taruns contention that most media is 


AST year, when Tejpal was desper- | 

ately trying to get Tehelka rolling | 
again, he got two offers ofinvestments | 
of Rs 15.crore each. Only, they de- | 
manded that Tehelka steer clear of con- | 
troversies. They wanted the brand, but | 
not the cause: Theirs was the easy way | 


out. Tejpal turned down both offers. 


Enter Rajiv Narang, CEO, Erehwon, | 
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no longer independent is mostly true. 
Tehelka is a mission, it's a matter of 
faith,” says veteran journalist Nayyar: 
“Tehelka is an ideal I have subscribed 























evogue 
to,” adds Padamsee. 
Jejpal’s next stop 
was Ogilvy & Mather 
(O&M). He won over 
managing director Ran- 
jan Kapur and creative 
director Piyush Pandey. 
“(Our) task,” says Ka- 
pur, “was to recreate a 
brand that exists, but 
has gone into... disuse. 
Resurrecting a brand is 
always a challenge.” 
When the agency’s 
client services director 
Sharmila Malekar took 
over the account, the 
findings of a six-city 
brand audit surprised 











- more founder suibecibers 
-in the next two months 


TEHELKA ENGAGED CIRCLE 
-= No media company has managed to build suc 
E community of committed readers. ? 


_ CHARTER ADVERTISING 


Could help in Tehelka’s initial capex plans by realising 
3 future revenues now, but there are limits to this 


-ADVERTISING 
















crusaders. All 16,000 
crusaders have to de- 
velop a passion for the 
cause and commu- 
nicate it ‘crisply, emo- 
tionally and logically. 


O will it work? Narang 

concedes Tehelka has 
never coped with some- 
thing of this scale. Nay- 
yar says other experim- 
ents with advance sub- 
scriptions — the first, 
soon after the Emer- 
gency and the second, 
about four years ago — 
failed. Others like O&M’s 
Kapur see a marketing 


her. About 70% of the _». challenge. “This will bea 
respondents had strong Tehelka’s controversial image may scare away quite a test of the brand's resid- 
positive feelings to- -few advertisers ual equity, and how well 


wards the brand and 
30% equally strong neg- 
ative feelings. Normally, in brand recall 
audits, at least 20% of the responses are 
‘don't know’. “We did not come across a 
single person who had nothing to say 
about Tehelka,” Malekar says. O&M’s 
diagnosis of Tehelka — monster brand. 
Still, as Erehwon’s Narang puts it, 
Tehelka was a brand without a product. 
Imagine raising Rs 15 crore in advance 
purely on the strength ofa brand. Suhel 
Seth, CEO of ad agency Equus Red Cell, 
a Tehelka founder promoter and now a 
30% shareholder in Star News’ holding 
company, has his doubts: “You cannot 
run a publication like a chit fund.” 
That’s why Tejpal is not going about 
the task like an evangelical preacher. 
His campaign looks more like the IPO 
(initial public offer) road shows man- 
aged by savvy entrepreneurs and top- 
notch merchant bankers. “This (raising 
the funds) is the bitch. If I get this right, 
everything else will fall into place,” says 
Tejpal. That is also why he put together 
the network of professional firms — di- 
rect marketing companies, sales train- 
ing companies, Net marketing outfits, 
below-the-line agencies — to work 
with Erehwon and O&M. Before he did 
that, though, there were two hitches. 
Tejpal was broke. Here Erehwon set 
a precedent by not charging anything 
(other than costs) until the project was 
completed — and the subscription 


drive successful. Others agreed to simi- | 


lar ‘terms of engagement’. 

Then, Tehelka was not just a prod- 
uct, it was a cause. Tejpal didn’t want it 
to be touted as a commercial proposi- 
tion. But how does one get 15 firms to 
align with one's cherished beliefs? 

Thus began a series of meetings at 
The Taj Mahal Hotel in Delhi. Tejpal, 
along with Erehwon's Narang and Ran- 
jan Malik, met 52 people from an initial 
shortlist of 30 companies. The meetings 
would start in the morning and go on 
till late in the night. “These were unlike 
any client-agency interaction,” recalls 
Malik. The Tehelka and agency teams 
would sit next to each other so the age- 
ncies feel they, too, own the cause. Even 
the discussions were unique. “They 
were more like lateral conversations. 
The idea was to provoke creative think- 
ing,” says Malik. Tejpal was in no hurry 
to close a deal. The approach worked. 

Take Door Training International, a 
global sales training and management 
firm. Its director Lavleen Raheja ini- 
tially opposed the idea. “It was the sheer 
scope of work that made us bite,” he 


now says. Typically, Door retains 30% of 


profits from any assignment and dis- 
tributes the rest to employees. But with 
Tehelka, profits would be split into 18 
equal shares and distributed to the 17- 
member team. Door gets the last share. 

Door put together a 100-page doc- 
ket outlining sales processes for the 
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we can reposition it,” he 

says. Tejpal himself does 
not consider failure. “Tehelka cannot be 
a story where the good guys lose. It has 
to be a story where the good guys suffer, 
but succeed in the end,” he says. 

But raising advance subscriptions is 
only the start of the challenge. “Publica- 
tions are run on advertising, not sub- 
scriptions,” says Equus’ Seth. Advertis- 
ers will steer clear of a controversial 
platform like Tehelka, he argues. O&M's 
Kapur admits Tehelka will be an ‘edgy’ 
product: advertisers will be polarised in 
their like or dislike of Tehelka. “But a tar- 
get audience (like NRIs) that will appeal 
to advertisers will emerge,” he claims. 

Tehelka has another problem — Tej- 
pal himself. “If Tarun becomes a man- 
ager he will lose his edge,” says Kapur. 
“Tarun is a good journalist, but a bad 
businessman,” says Seth. His partners 
say Tejpal isn’t involved in the nitty- 
gritty of business. Kapur has a different 
take: “Tarun’s challenge is not about 
managing, it is about leadership. He has 
not hired O&M, he has motivated us.” 
Tejpal is clear that being an entrepre- 
neur, businessman, administrator, is in- 
cidental to his call to journalism. 

The Tehelka crusade will take off in a 
fortnight. The 16,000 crusaders will hit 
the street and stay there till Gandhi 
Jayanthi, when Tejpal hopes to launch 
the first issue of tehelka on the weekend. 
The 47 intervening days will decide if 
Tehelka lives to fight anotherday. W 


BW Classifieds 











A pioneer in 
International Marketing 
& Branding Dr. R. 
Chandran who has 
trained thousands of 
Business Executives has 
joined the prestigious 
Pillais’ Institute of 
Management Studies & 
Research, Dr. K. M. 
Vasudevan Pillai’s 
Campus at New Panvel 
(PIMSR) as Director. He 
initiated Globalisation 
process in India, 
introduced Foreign Trade Programme 
at the World Trade Centre, Mumbai. 
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BROWSING 
Kiran Karnik, 


President, Nasscom 


Tam halfway through THE GLASS 
PALACE by Amitav Ghosh. But since 
my visit to China with the prime min- 
ister's delegation some time back, the 
Middle Kingdom is very much on my 
mind. That's why I am reading 
THREE CHINESE POETS: TRANS- 
LATIONS OF POEMS BYWANGWEI, 
LIBAIAND DU FU at the same time. 
It’s an excellent translation by Vikram 
Seth of poets from the T’ang Dynasty 
(618-908 AD), which is considered the 
golden period of Chinese poetry. Not 
many people know of Seth's expertise 
in Chinese literature. The language is 
simple without diluting the structure 
or elegance of ideas. I prefer to read 
foreign reviews but to buy books in 
India. On a recent trip to Washington, 
I bought Farid Zakaria’s The Future of 
Freedom for $29; here it’s available for 
just Rs 700! E 


ALERT 
STEALING TIME 
By Alec Klein (Simon & Schuster) 





DID AOL cook the bo- 
oks to push through its 
merger with Time War- 
ner? That’s what this 
racy book by a Washin- 
gton Post reporter 
shows as he takes 
readers through the 
turbulent days at the megacorp. 
AOL was flying high on the 
strength of its subscriber rev- 
enues and inflated ad revenues. 
It’s all about stock madness as 
Klein tracks Steve Case and his 
high-spending group at AOL. E 





ALEC KLEIN 


| 
| 
| 
| 
| 
f 
| 
i 








PROSENJIT DATTA 


N the last chapter of the book, au- 
thor George Anders recounts an in- 
cident that sums up perfectly Carly 
Fiorina’s personality and her ob- 
session. In 2001, the Hewlett- 





for law, to give a commencement speech 
to freshly minted graduates. In the half- 
hour talk she gave, Carly seemed to have 


little to say beyond her own story. She | 


used the word T 129 times and only 
thanked one person by name: her 


husband. There was no mention ofher | 


Packard (HP) CEO had returned to | 
Stanford, where she had once enrolled | 





mentors in the HP board, the people | 


who were willing to back her in the Com- 
paq deal despite opposition from 
the Packard and Hewlett 
families. There was no 
mention of chairman Dick 
Hackborn who had sup- 
ported her to the hilt on 
every controversial deci- 
sion. Anders recollects that 
sentence after sentence 
began, “I showed up...”, “I 
never looked back...”, “I hit 
my stride...” 





PER 
ENOUGH 


Perfect Enough has often been com- 


| pared rather unfavourably with Peter 


Burrows’ Backfire, another book that 
takes a close look at Carly and the HP- 
Compaq merger. The critical reviews of 
the Anders book go something like this: 
the author is excessively sympathetic to 
his subject. His portrayal of the com- 
pany and the events leading up to the 
HP-Compaq merger is not very bal- 
anced and more or less presents the HP 
PR department's view. And that he was 
given unfettered access to Carly and the 
HP board only on the condition that his 
piece would not be too critical of the 
CEO. On the other hand, Anders’ critics 
point out, Burrows dug deeper, in part 
because he had no access to Carly, and 
took a far more ob- 





PERFECT 
ENOUGH 

Carly Fiorina and 
the reinvention of 
Hewlett-Packard 


Á 
FECT 
By George Anders 
Portfolio 

Pages: 248; price: £20 





SELECTION 


New identities, 


LASS, says Satish Deshpande, 

is the concept that has suffered 

the sharpest decline in popu- 

larity during the 1990s. This he 
attributes to the collapse of social- 
ism. Yet, the current intellectual envi- 
ronment does not encourage a criti- 
cal study of why class in the classical 
context is no longer appealing. In his 
wide-ranging exploration of what 
shapes the social and economic 
landscape of the country, Desh- 
pande, a sociologist with the Institute 
of Economic Growth in Delhi, offers 
some interesting theories. These 
range from the spread of various 
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types of ‘identity politics’ to the new- 
found importance of social move- 
ments organised around non-tradi- 
tional issues like the environment 
and peace. 

Deshpande brings a critical focus 


| to our contemporary concerns by us- 


ing sociology as a critique of what 
commonsense tells us about the 
dilemmas and concerns that con- 
front us. And what are these con- 
cerns? Prime among these is the 
question of modernity, which with its 
contrasting twin, tradition, is deeply 
embedded in the Indian psyche. In- 
dians tend to believe that there are 








jective view. Also Burrows’ book 
showed up Carly Fiorina for what 
she was — a media-savvy mar- 
keter who knew little about 
technology but lots about pro- 
moting herself. 

Those reviews do grave injus- 
tice to this fascinating book. Sure, 
Burrows’ book is far more overtly 


uite unpleasant 


GEORGE ANDERS, author 
and business journalist, 
Is senior editor at Fast 
Company magazine. He 





was part of the Wall 
Street Journal team 
that was awarded the 


al reporting 





critical of Carly and is also pretty 
hard hitting in its condemnation of the 
HP-Compaq merger. But that does not 
make it the more balanced account. In- 
deed, in Backfire you get glimpses of 
Burrows’ pique at being denied access 
to the HP top brass while he was doing 
his research. 

Anders, on the other hand, is careful 
to present both sides of the picture. Sure, 
he gives enough space to the views of 


Carly and the HP board, But he gives | 


equal space to the Walter Hewletts, the 
Lew Platts and the rest of the anti-Carly 
faction. If you read the book carefully, 
you will find that he is far more sympa- 
thetic towards them than he is to Carly. 
Anders makes his points subtly — per- 
haps too subtly. But he captures Carly’s 
character perfectly, 

One chapter of the book details how 





Pulltzer Prize for nation- 


shamelessly Carly positions herself as | 


the person who is reviving the HP vision. 


Steven Simpson, creative director of | 


HP’s new ad agency works out ‘10 Rules 


| of the Garage’ culled from Dave Pack- 


ims that more or less defined the origi- 
nal HP Way. Simpson suggests that these 
rules can become a powerful internal 
communication tool to motivate the 


BOOKMARK 


Once the need for internal sup- 
port is over, Carly simply dumps 
the Rules of the Garage and any 
mention of Bill and Dave. 
Atanother point, Anders looks 
at the way Carly had already plot- 
ted the future of Michael Capellas, 
her Compaq counterpart, in the 
run-up to the merger. Carly had 
codenamed the project Heloise 
and Abelard, based on the French ro- 
mance. Only one curious young HP ex- 
ecutive found out how the story ended 
— Abelard was castrated by Heloise's 


| family. Capellas certainly didn’t realise 
ard’s autobiography. These are the max- | 


employees who are feeling bewildered | 


by the changes taking place in HP Carly 
loves the idea — only the 10 Rules that 
came out of Packard's book have little to 
do with the way she intends to run HP. 
So she sits down with HP’s head of hu- 
man resources to rewrite the rules. Fi- 
nally, she gets a video shot which makes 


| itseem that these are the very rules that 


Bill and Dave had wanted to implement! 


new dilemmas 


many ways to be modern, and insist 
on a different way, which is to com- 
bine modernity with tradition “to get 
the best of both worlds”. 

More enriching is the discussion 
of the ‘Nation as an Imag- 
ined Economy’ in which 
the author dilates on the 
profound impact that 
Hindutva and globalisa- 
tion have had in trans- 
forming attitudes and pol- 
icies. As the ‘patriotic 
producer’ yields to the 
‘cosmopolitan consumer’, 
Deshpande says the times 





are pushing us to consider new iden- 
tities driven by supranational ideas 
and institutions. How one imagines 
the nation, notes the author, is no 
longer as important as how one ima- 
gines the globe and one's 
place in it. An adjunct to 
this is the centrality of the 
middle class though there 
is a problem in defining 
this segment. The book is 
not easy to get through 
given its academic over- 
hang. But persevere all the 
same; the insights can be 
surprising. 
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the significance of the codename until 
after the merger when he was left with 
no role in the company. 

Anders also points out that Carly is 
fairly open about her belief that one 
does not need to be an engineer to runa 
hardcore technology company. And 
that, till date, her real successes have 
been in the arena of public relations 
rather than operations. He leaves open 
the question as to how Carly will steer 
HP in the future, But anyone reading the 


| book will not fail to realise what Anders 


thinks will happen if Carly stays at the 
top too long. x 
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39) OW ON 





-! This deadweight flab 


MAZINGLY, the website of the Expenditure | 


Reforms Commission (ERC) still exists. In 

case you have forgotten what ERC was 

about, hark back to the 1999-2000 Budget. 

Alarmed by the rising non-development 

expenditure, Yashwant Sinha had sought suggestions on 

downsizing government expenditure. This meant food 

subsidies, fertiliser subsidies and reducing the number of 

government staff. As ERC chairman, K.P Geethakrishnan 

took his charge seriously and produced 10 voluminous 

reports. Little did he know then that Expenditure Reforms 
Omission would have been a more appropriate name. 

The 2000-01 Economic Survey went to town with ERC 

recommendations. On optimising government staff, we 





ment of personnel and training. But have you given up on 
government staff downsizing per se? After all, ERC talked 
about all layers of government staff. Nath is only con- 
cerned with IAS and allied services. Each such officer car- 
ries deadwood of administrative staff, Grades III and IV. At 
the last count, a JS has 10 such staff members, an addi- 
tional secretary has 12 and asecretary 15. There are peons 
whose sole function is to turn red lights on and off. There 
are IAS officers who are managing directors of three pub- 
lic sector companies so that they can get three cars — one 
for self, one for spouse and one for kids. But in all fairness, 


| ifthe PM can't do much about jumbo-sized Cabinets and 


deadwood ministers, itis illogical to expect actual govern- 
ment downsizing. As with Geethakrishnan, Nath’s recom- 


had a 10% cut in staff strength, mendations will gather dust. 

aban on creation of new posts, So the aim must be tactical 
identification of surplus staff, Since the PM can’t do much rather than strategic. Central 
retraining and VRS retrench- about jumbo Cabinets, do elections are in the offing. The 
ment. The two subsequent not expect downsizing of vaunted external affairs initia- 


Economic Surveys forgot abo- 
ut ERC. There isn't much to re- 


government departments 


tives are in a mess. The PM has 
not left a mark there. With the 





member anyway. Look at what 
the action taken reports (ATRs) 
contained in the Budgets have 
to say. The 2000-01 Budget said 
recommendations would be 
implemented by July 2001. In 
the 2001-02 and 2002-03 ATRs, 
recommendations were being 
‘processed’, while the 2003-04 
ATR makes no mention of the 
ERC. Volume 1 of the Expendi- 
ture Budget will tell you that 
the number of Central govern- 





economy perking up (good 
news on GDP growth and in- 
flation), isn’t it time to dispel 
the impression that the Prime 
Minister has no expertise or in- 
terest in economic matters? So 
let's have 115 policy issues for 
priority action and 47 projects 
for close monitoring. The PM 
will be interested in 23 policy 
issues and seven projects. Let 
the world know economic re- 
forms aren't dead and that the 


ment staff has actually been rising. The only time it | PM is an economic purush. Surinder Nath is part of the 


dropped was when telecom staffwas transferred to BSNL. | 


If this is the background, why bother about the 
Surinder Nath Committee, whose recommendations 
have now been submitted? Evidently, this was set up at 
the prime minister's behest. It talks about turning the 
world of seniority, automatic promotion and security of 
service upside down. Those medically unfit, those who 
face three vigilance enquiries and those who aren't pro- 
moted to the joint secretary (JS) rank and above in three 
attempts will be chucked out. (For the last, there will actu- 
ally be a second review after five years.) Selection as JS will 


not be automatic. Officers will specialise in 11 domains | 


and ministers have to choose a name from an empan- 


elled list. Thank you, Gen. Surinder Nath. But barring the | 


odd detail or two, wasn't all this contained in the recom- 
mendations of the Fifth Central Pay Commission? 
Thank you, too, Mr Prime Minister. We realise that you 





have to show some action because you handle the depart- | 


same piece. These tactics don't carry conviction. Wasn't 
the PM interested in the PM’s Council on Trade and In- 
dustry? That council prepared 12 reports. What happened 
to their implementation? How about the PM introducing 
an ATR for these? 

Forget broader reforms and concentrate on just ex- 
penditure and revenue. Here's a list of tasks left undone: 
privatisation through strategic sales, interest rates on 
small savings, the fertiliser subsidies, the food subsidies, 
the defence expenditure and, of course, salaries and pen- 
sions of government employees. The sole salvation for the 
fiscal (or revenue) deficit comes from the revenue side, 
and yet, the Kelkar Task Force's recommendations are not 
being implemented. A buoyant economy means en- 
hanced tax revenue even if Kelkar goes unheard. That 
apart, a higher GDP pushes up the denominator and the 
fiscal deficit is usually expressed as a share of GDP. That’s 
the general message for the PM. a 
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33.6 kbps, 65 page memory fax saves 48-bit colour $ Create impressive multimedia shows 

up to 50% on ISD Fax Up to 17/12 ppm speed (black/colour) or even a customized CD with 


— Memory Stick® HP Memories Disc Creator 


36-bit colour, amazing 600 x 1200 dpi 
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s Scan and print photos, share albums, 
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make school projects 
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As the world’s leading provider of business 
application software, we have an enormous 


-i| responsibility to you, our customers. After all, you’ve 
entrusted your business's future to our products — 


and our reputation. So we'd like to take a few 
moments to define our commitment to you. It’s not 
exactly an oath. But for us, it's written in stone. 

We don’t rush SAP* solutions into the market- 
place. They’re engineered for stability and relia- 
bility, then tested and retested to ensure it. Which 

. makes them the perfect choice for mission-critical 
v business processes. 

Altogether, we spend more than $1 billion a year 
on research and development. Think of it as an 
investment in your peace of mind, 

i OPTIONS THAT PROTECT ER Y 

We're constantly looking for new ways to help 
you reduce costs and limit your financial risk. 





t Here’s one way: our breakthrough open 
technology platform, SAP NetWeaver.” It enables 
: you to make use of your existing software 
= investments, plus choose any software you want in 
= the future — SAP or non-SAP. The result: signifi- 


cantly lower integration costs, as well as lower total 


“cost of ownership. 
BU 


What does a small pharmaceutical manu- 





facturer have in common with a huge financial 
services company? Frankly, not a lot. Which is why 
we offer. customized solutions for 23 different 
industries,.as well-as solutions scaled specifically for 
- small and midsize businesses. After all, you want 
solutions that fic, not almost fit. 


89009 SAP AG. SAP and the SAP fogo are trademarks and registered trademarks of SAP AG in Germany and several other countries. 





















Even the best software is useless without top- 
notch support. So we'll always stand behind you, In 
fact, 130,000 consultants will be behind you, It's called 
the SAP Customer Services Network. oS 

They can help you strategically plan for, > : 
implement, operate, and continually improve 
solutions. Their goal is to maximize your return on 
investment and help you realize your objectives faster 
than ever. 





29,000 of our employees are servicing 19,600- 
customers in 120 countries. As you can probably o 
deduce from those numbers, we're committed to 
being your trusted partner for the long term. 
Evidently, that commitment has not gone 
unnoticed. As BusinessWeek Online recently — 
commented: “In a world where being safe is: se 
SAP may be the biggest eye-catcher on the block.” - 






Lately, there’s been a lot of turmoil in our 
industry. Hopefully, you haven't been affected. 

Bur if you are, you should know that you have an 
alternative: a company whose main. priority is ie. | 
customers’ needs; a company that places the utmost. 5 
importance on relationships; a company that. will be 
here for you. 

If you'd like to talk to that company, call us a 
080 - 5582086 or email info.india@sap.com : 





THE BEST- BONM SUSINESSES RUN SAP SARA 





I Businessworld A Little Caution... 


Q The Indian BPO industry must take into 
account the growing US anger against 
outsourcing jobs to India. Also, the companies - 
must be careful while recruiting so that the 
employees do not suffer like those in IT. 
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© Although there is still a great potential 
for outsourcing, Indian BPO units cannot afford to 
rest on their laurels. With falling billing rates and the threat of 

























legislative action in the US looming large, Indian BPO units will have to 
diversify their revenue streams. They should not depend on US firms 


alone to provide them business. 
Sidharth Balakrishna, Via email 





THE RIGHT TRACK 

I admire prime minister Atal Bihari 
Vajpayee for extending the hand of 
friendship towards China (‘The Lotus & 
The Dragon’, BW, 14 July). Even though 
we have suffered in the past because of 
our neighbours, there is great need at 
present to normalise relations with 
them. That is because after the terrorist 
attacks on 11 September, the US 
hegemony over world matters has 
increased more than ever. And to 
discourage America from interfering in 
issues concerning India and China, it is 
necessary for the two countries to 
resolve their problems mutually. 


Javed Pansare, Via email 


L Vajpayee’s 
visit to China is 
very significant. 
Both countries 
should put aside 
issues like Tibet, 
Sikkim and the 
border dispute 
and get on with 
co-operation. 

When mutually-beneficial trade and 
commerce grows significantly over the 
years, the problems will get sorted out 
on their own. 


K.M.G. Vivekanandam, Via email 












A CASE OF PREJUDICE 

Why is the nationality of Star suddenly 
being questioned now after it has been 
in India for more than 10 years (‘We 
Live Within The Law’, BW, 28 July)? Is it 
because television and print media 
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companies are feeling threatened by 
Star's sudden rise and, hence, are 
lobbying against it. 

Star is as foreign as a Santro or a 
Maruti, a McDonald's or a Coke. It has 
Indian employees. It talks about India 
in its programmes. It works according 
to Indian laws. And it is watched by an 
Indian audience. 


Sharique Niazi, Raipur 


UNFAIR! 
The interview with US Senator Tom 
Tancredo was very interesting 
(‘Workers Are Not Commodities, BW, 4 
August). The points that he raised are 
valid, but seem more like an emotional 
outburst pandering to the locals. 
When we buy American software, 
the development of which probably 
happens all over the world, Bill Gates 
and Larry Ellison make more money 
than anyone else. The same goes for 
Boeing's planes. We help the Americans 
save money and improve their work. 
And in spite of that, they complain. 
Come on Tom! 


Stella Uppal, Mumbai 


CORRIGENDUM 

In ‘The Curious Case Of Punjab 
Tractors’ (BW, 11 August), we spelt the 
name of the former finance minister in 
the Prakash Singh Badal government 
as Kwaljit Singh. The correct spelling is 
Kanwaljit Singh. The error is regretted. 


Letters ¢ can also be sent to 
editor@bworldmall.com 
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COVER STORY 


On The 
Global 
Track? 


The Indian auto component 
industry is being billed as the next 
outsourcing success story. Will it 
make the cut? 


The hope and the hype 
The component industry's first 
two forays into the export market 
failed. But now, global majors are 
showing interest in suppliers here. 
The hard road ahead. 


Get, set, go... but watch 
out for the dangerous bends. A 
look at the liabilities that could 
possibly trip up the industry. 


(From L to R) Arvind Kapur, MD, 

Rico Auto, Deep Kapuria, MD, Hi 
: tec gears and president ACMA, and 

S.K. Arya, MD, Jay Bharat Maruti 





The Tata Power- 
BSES Spat 


Will competition be allowed in power distribution? Tata 
Power Company has moved court against the decision ofthe 
Maharashtra regulator, MERC, to prevent it from supply- 
ing power at lower rates in areas served by BSES. 
This will test whether Electricity 
Act 2003 can promote 
competition. 














Anil Ambani (left) 
and Ratan Tata 
(right): A fight over 


power 
ae 
r 





BUSINESSWORLD 







} 


' lustre showing of infotech stocks, technology funds have 


Interview: Rajan Nanda 
“the one who has the bat, bats. The 
one who is at the wheel, drives. | am at 
the wheel, | will drive.” Escorts chairman 
Rajan Nanda on the dispute with his 
brother Anil Nanda. 





Punjab Tractors The UK-based 


CDC Group's flip-flop on the open offer 
has cost shareholders dearly. 





ITES survey Find out why 
people join ITES companies and why 
they quit. 


iway In the graveyard of cybercafes, Satyam’s iway 
seems to have found a way to survive. 


Tech stocks Surprise of surprises, despite the lack- 
managed to average returns of over 15%. 
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40| India-China Debate 


Can India overtake 
China? 


Yes, say Yasheng Huang 
of MIT and Tarun Khanna 
of Harvard University, ar- 
guing that there’s lots go- 
ing in India's favour. But 
Beijing-based correspon- 
dent Jehangir Pocha from 
his vantage post takes a 
contrary view. 


44| Kunal Dasgupta: Remake III 
The irrepressible CEO has brought Sony 

back into the reckoning again. But can he fix 
it for good now? 










IN VOGUE 


se| Inside 
Jalan’s World 


Bimal Jalan retires as RBI governor this 
month. And moves to the Rajya Sabha. 
Is North Block next? 





60! Husein Gandhi Young Husein Gandhi is one of the 
world’s best in his field. Trouble is, he will make it to the list of 
the infamous, not the famous. 


64| Bookmark A book that tells us what shapes the 
Calvin Klein empire — the man, the business, the styles — 
but fails to unravel the mystique. 





ECONOMICS 2.0 
8 Niranjan Rajadhyaksha Mea- 


suring the cost of productivity in cricket, 
music and the services sector. 





COMMENT 


26! Omkar Goswami The ministry 
of civil aviation has created Fortress India. 
Few can get in, fewer can get out. 
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Readying for the world 


HERE’S slow excitement building up around 

some of India’s manufacturing industries. Textiles 

is one, Auto components, another. You can see it 

in the stock markets, It's as if investors are groping 

around for the next outsourcing success story af- 
ter software, pharma and BPO. 


Ilike the excitement. It gets the entrepreneurial juices flowing. 
But we shouldn't let enthusiasm get in the way of empirical 
observation. So we asked Senior Assistant Editor M. Anand, a 
keen follower of the industry, to track the journey of Indian 
auto component makers on to the global markets. His advice: 
“temper” the excitement. 


There is, indeed, a frisson of new energy coursing through the 
industry, and the timing is just 
perfect, but these alone won't do 
the trick. The industry needs to 
show much more gumption, 
and the government needs to 
stop protecting makers of steel 
and other inputs. We put hope 
backin the textile industry when 
we dumped a discriminatory tax 
regime. (See ‘Why The Gar- 
ments Industry Needs To Grow 
Up’, Businessworld cover story 
on 28 April). We now need to do 
similar things in auto compo- 
nents. That rebuilding the sinews of Indian manufacturing 
will require policy changes is a theme that Businessworld has 
been harping on in its continuing series ‘Making It In Manu- 
facturing’. We still believe India can regain its lost status as a 
premier manufacturing centre of the world. 


Businessworld 





This would be especially possible if we can learn from our 
neighbour and competitor, China. Turn to page 40 to read a 
fascinating debate on the India-China question. Professors 
Yasheng Huang of MIT and Tarun Khanna of Harvard Univer- 
sity argue one side of the case, and Jehangir S. Pocha, a China 
correspondent based in Beijing, argues the other side. Pocha 
will be covering China for Businessworld. 


Elsewhere in this issue, I particularly recommend the profile 
of Dr Bimal Jalan, to get a measure of the man who is now 


moving on to Parliament. And the piece on Sony’s Kunal Das- 
gupta, who never stops trying. 


le 


TONY JOSEPH, EDITOR 
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Baumol and BPO 


T’S been more than 25 years since the 
first attempt was made to scientifically 
calculate the speed at which the world’s 
best fast bowlers released their missiles. 
Australia’s Jeff Thomson came out tops 
in 1976, clocking a speed of 99.8 miles per hour 
(mph). Various such experiments have been 
carried out since then. Interestingly, no fast 
bowler has yet broken the 100 mph barrier. 

This bit of cricketing trivia could help ex- 
plain why so many global companies are rush- 
ing to outsource parts of their business 
processes to India. The inability of even Brett 
Lee and Shoaib Akhtar, despite the notorious 
bent elbows, to bow! faster than Thomson is | 
just one example ofa reality that all of us are in- 
stinctively aware of: there are limits to produc- 
tivity increases in some types of human work, A 
surgeon who takes three hours for a major | 
surgery will continue to do so for a long time. 
There is an upper limit to the number of heads 
a barber can crop in a day. Technology and in- 
novation can rarely change this iron rule. 

In contrast, it’s a much happier picture on | 
the shop-floor. Given the right type of ma- | 
chines and processes, a worker on an assembly | 
line can crank out ever-greater quantities of | 
cars or computers. There are two economies 
there: one where productivity increases are the 
rule and one where they are the exceptions. The | 
worlds of Michael Dell and Michael Holding. | 

Alotofservice jobs fall in the latter category. 
The price ofa car or a computer can be keptsta- | 
ble, or even cut, despite higher wage costs, as | 
long as labour productivity keeps getting bet- 
ter. You pay your men more, but they also pro- | 
duce more. So the consumer ends up with 
lower prices. On the other hand, the unit price | 
of most services, be they music or call centres, | 
keep increasing with wage rates. The only way | 
to cut their prices is to use cheaper labour. 
That's what the BPO boom is actually all about. | 

But not all services can be outsourced. | 
Some types of outsourcing will be completely | 
impractical. Nobody is going to travel from 
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New York to Mumbai to take advantage of the 
cheaper haircuts here. In some cases, there are 
part-solutions. A top surgeon will ‘outsource’ 
the dirty work of cutting open the patient to his 
juniors. He'll focus on the actual operation. 
Then, there is also the possibility that con- 
sumers will readily pay higher prices to hear a 
top-notch philharmonic orchestra perform 
rather than settle for a cheaper one. 

Despite these exceptions, the rule holds. A 
lot of service work can be outsourced to other 
countries. The telecom revolution has made it 
possible on a mind-boggling scale. A company 
which cannot get its call centre operators to 
take more calls per hour has two options — ei- 
ther tolerate a higher cost structure or send the 
work to a cheaper place like Gurgaon. A lot of 
US companies are choosing the second option. 

We owe these insights to the economist 
William Baumol. In the mid-1960s, he used an 
example from music to illustrate his point. “A 
Haydn symphony written to be performed by 
30 musicians and lasting half an hour will re- 
quire 15 hours of human labour for an ‘authen- 
tic’ performance, no less than it did at the end 
of the 18th century... Thus, orchestra prices are 
condemned torise every year, cumulatively ata 
rate faster than the economy's prices; in other 
words, faster than the rate of inflation.” 

There are a few complications here. Most 
importantly, how does one measure productiv- 
ity in the services sector? A fast bowler who still 
bowls at below 100 mph, but who knocks down 
wickets with greater regularity, is definitely 
more ‘productive’ than before. So it’s silly to 
count only the speed of the ball when calculat- 
ing a fast bowler’s ‘productivity’. 

But the general principle still holds. Bau- 
mol's ‘cost disease’ will continue to feed on the 
insides of companies with high-cost structures. 
The obvious way to break out of its clutches is 
by outsourcing, whenever possible, to cheaper 
countries like India, but provided quality does 
not suffer. It’s a pity that the current heated de- 
bate on BPO ignores such simple economics. i 
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THE TATA POWER-BSES SPAT 


Faceoff: BSES’ Anil Ambani (L) 
and Tata Power's Ratan Tata 


ILL competition be al- | stake is the right of consumers to access 


lowed to do a telecomin | 
power? Will Tata Power | 
Company (TPC) be al- | 


lowed to supply at cheaper rates to retail 
. consumers in the area licensed to the 
Reliance-controlled BSES? Will the re- 
cently enacted Electricity Act offer any 
recourse to TPC, which has been re- 
strained from doing so by the state regu- 
lator, the Maharashtra Electricity Regu- 
latory Commission (MERC) because 
» thelicenceis only for bulk supplies? This 
clash of the titans over distribution 





competitive supplies of power. 

It’s a test case for the rest of the coun- 
try, too, even if there is no competition 
in the distribution sector yet. In Mum- 
bai the rival companies have overlap- 


| ping distribution networks in many of | 


the suburbs. Both are also composite 


players — they have generation and dis- | 
tribution facilities and are looking at | 


transmission too — and have emerged 
as the leading contenders in the power 
industry. However, a long-running feud 
over the fine print in the distribution li- 


rights has Mumbai riveted as what is at | cence agreements has finally taken a le- 





F you don't fight their battles, you 
| don’t share their spoils. Since 

India did not send troops to the 
Iraq War, it appears it is being given 
the short shrift on the reconstruction 
contracts. There are some rumours of 
a stray Indian company here or there 
bagging a deal or two, but the 
Confederation of Indian 
Industry (CII) does not have 
comprehensive data on what 
the exact status is. 

Okay, nobody expected 


months and spells reasonably big 
money. Take Bechtel. Its contract 
initially starts at $34.6 million, but 

| adds up to $680 million in 18 
months. Ten of the big main contracts 
(as opposed to sub-contracts) that 
have been awarded amount to 
approximately $8 billion so far. Apart 


| 





Law faces test 
of competition 





gal turn with TPC challenging in the 
Bombay High Court the MERC order 
which bars it from supplying power be- 
low 1,000 kVA in BSES territory. 

The MERC order revolved on its in- 
terpretation of ‘rights’ and ‘obligations’. 
It found that although the licence gives 
TPC the right to supply electricity di- 
rectly to consumers in the BSES area, it 
did not oblige the company to do so. 
The obligation was only for bulk sup- 
plies, whereas BSES was obliged to sup- 
ply power to retail consumers. The un- 
equal structure of rights and obligation 
did not allow for a level playing field, ac- 


from these, grants running millions 
are in process of being granted by 
organisations like UNICEF and WHO. 
The main contractors are sub- 
contracting pieces of the work to 
various European and Middle Eastern 
companies, among others. But not a 
single Indian company figures in that 
list either! Although a 19- 
member Cll delegation had 
parked itself in Kuwait during 
the last week of May, it did not 
have much luck with the Iraq 


any Indian company to bag reconstruction contracts. 

any of the main contracts IRAQ RECONSTRUCTION DEALS But the delegation did 
that have been awarded by > = serve some purpose. Since 
the likes of the US Agency for Indian companies May, the Indian Embassy in 
International Development = Baghdad has reopened and a 
(USAID) and the US nIISS the booty WE double taxation avoidance 
Department of Defense oe agreement (DTAA) between 


(DOD). For many of the main 
contracts, only the initial 
amount, often just a few 
million dollars, is known, but 
they will run for 12-18 


g 
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India and Kuwait looks likely. 
As taxes in Kuwait are high, 
this treaty would come in 
handy for Indian business 
looking to base their initiatives 





cording to the commission. 

The poaching of customers, how- 
ever, is not new. TPC claims openly that 
even in 1997 it had around 114 direct 
consumers, not just in BSES territory, 
but also in the area of another licensee, 
BEST. And many of them had a sanc- 
tioned maximum demand less than 
1,000 kVA. 

What is interesting though is 
MERC’s attempt to skirt the problem by 
asking the companies to undertake a 
study of their own to find out if the pro- 
visions in the Electricity Act 2003 en- 
couraged competition. It has made 
pointed reference to Section 42, which 
has already invited much criticism be- 
cause it seeks to impose a surcharge on 
new entrants in the distribution sector. 

So, TPC would probably have to pay 
a surcharge for servicing customers in 
the BSES and BEST areas. In other 
words, the Bombay Small Scale Indus- 
tries Association, which was party to the 
dispute, may not get a reprieve. It had 
claimed that BSES “tariffs are the high- 
est in the country” and had forced many 
of its members to close shop or shift. 


Their eyes are now on the high court. W | 


LATHA JISHNU 





from Kuwait. The Cll is trying to 
provided all the help it can to 
companies trying to grab a slice of 
the Iraq contracts. Its special website, 
revivingiraq.com, says: “If your 
company is looking at sub-contracting 
a part of Bechtel’s $680-million 
contract and has not made any 
headway, email them at 
procweb@bechtel.com.” 

As for those who have managed 
to bag the main contracts, their 
names have not failed to raise a few 
eyebrows at least. US-based 
Halliburton, which has been linked to 
US vice-president Dick Cheney, was 
awarded a contract for fire fighting. 
The contract could be worth up to 
$7 billion, over the next two years 
after it was expanded to practically 
include running of Iraq's oil industry. 
Mr Cheney was chairman and CEO of 
_ Halliburton until his election three 
years ago. A 
: ASHISH AGGARWAL 





RAKESH SAHAI 


THE ESCORTS DISPUTE 


‘Tm at the wheel, 
I will drive” 


RAJAN and Anil Nanda have not been 

doing business together for sometime 
now. While Rajan has been in charge of 
Escorts, Anil has been managing Escorts 
Yamaha and Goetze. And while Anil had 
bought out Escorts’ stake in Goetze, he 
continues to hold 2.5-3% of Escorts. This, 

he feels, gives hima say in Escorts’ affairs. 

He has been trying to stop Escorts from 

selling a 17.10% stake in its 80% sub- 

sidiary Escorts Heart Institute & Re- 

search Centre (EHIRC). BW’s Rajeev 
Dubey spoke to Rajan Nanda to find out 
what went wrong. Excerpts. 


m When did the relationship sour? 

I wouldn't call it a souring of relation- 
ships. It’s a difference of opinion. We still 
meet at social occasions and chat. 


i” But you don’t meet on your own... 
You get along with people who share | 
your temperament. You keep away from 
those who dont. 


m When did the differences emerge? 
There is no chequered history. All along, | 
he (Anil) had complete responsibility | 
for his businesses. I had nothing to do | 
with them. On is- 





















sues related to 
Escorts, we 
used to dis- 
cuss and 
agree. 


Anil Nanda 
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Rajan Nanda 


m And then? 

He offered to buy out Escorts’ stake in 
auto components company Goetze. 
The offer was discussed and we said that 
if he were to buy out the stake, he would 


| be independent of me (and Escorts). So 


the share purchase agreement was 
made which had two basic clauses. 

The first clause: he would resign 
from all companies under my manage- 
ment. The second: he will not seek re- 
election as director on the board. 


E So when was it that the EHIRC 
problem arose? 

He didn't share (it) with us. He's been 
writing letters saying that he doesn't 
agree. But we have to look at it from the 
purpose of getting the right partnership 
and the value to be obtained. 


m But he believes all this can be done 

while retaining EHIRC’s character as a 
He is entitled to his view. The one 
who has the ball, bowls. The one who 
has the bat, bats. And the one who is 
at the wheel, drives. Who is at the 
wheel now? I’m at the wheel. 
And I will drive. 





SEBASTIAN JOHN 








PRESENTING FREEDOM. THE STUNNING, NEW-AGE WORKSTATIONS FROM FEATHERLITE. 


a 


We help you work better Mass customisation Modularity Flexibility Comfort 


Featherlite Products (P) Ltd. 
#2, Timberyard Layout, Mysore Road, Bangalore-26. Tel: 080-6741006/0553/5002 Fax: 080-6740449 email: sales@featherliteindia.com www.featherliteindia.com 
EXCLUSIVE SHOWROOMS: BANGALORE: 2203812/13, 2264010 CALCUTTA: 22291948, 22299464 CHENNAI: 28256251, 28232764 DELHI: 26419789, 26483437, 26210381/2 
GOA: 2224119 HYDERABAD: 27808906, 27802602 MUMBAI: 24375375, 24377384 MANGALORE: 440941 PUNE: 6120688, 4012817 VISHAKAPATNAM: 2552047, 2530770 
DEALERS: BEGUSARAI: 23344 COIMBATORE: 230485, 231699 MYSORE: 424946 PORT BLAIR: 32683, 30652 RANCHI: 200754 SURAT: 472170 TINSUKIA: 2340591 
VIJAYAWADA: 474727, 474222. RESIDENT REPRESENTATIVES: BARODA; 2782543 THIRUVANANTHAPURAM: 338959, 98473 31992 
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OND yields across the world 
have been on the rise. The 
yield on the benchmark 10-year 
US government bond went up 
from 3.53% to 4.41% in July. This is 
the fastest rate of increase seen in 
the past two decades. 

What does this mean? 
Essentially, two things. First, that 
traders are betting on a global 
economic recovery. Second, that 
the fears of deflation are receding. 
The rise in global interest rates 
could also mean that all that hot 
money that was getting sucked into 
India because of high interest rate 
differentials may slow down. The 
Reserve Bank of India might finally 
get some respite. 


4S 


HE price cuts in the domestic 

airlines industry have paid off. 
Centre for Monitoring the Indian 
Economy's (CMIE) monthly review 
of the economy shows that 
passenger volumes on domestic 
flights started picking up from 
August 2002, a month after Jet 
Airways and Indian Airlines 
announced their apex fares. 

Passenger volumes had fallen 
by 6.4% in 2001-02. Thanks to the 
price cuts, the number of 
passengers travelling on domestic 
flights shot up 8.5% in 2002-03. 
The Union Ministry of Civil Aviation 
has been making polite noises 
about starting low-cost airlines in 


India — a swadeshi version of Ryan | 


Air. This new data should tell them 
in no uncertain terms that there is 
now a ready market for low-cost 
domestic flights. 


BS 


MERICA'S spooks have strange 

ideas. That is even by the 
standards of spooks elsewhere in 
the world. Their attempt to start a 
market in terrorism futures was 
struck down by angry senators. The 


qasgecnerenuensanene 





| (Friedman).” 
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Cz Jeti IDEAS 


by Niranjan Rajadhyaksha 


plan was to have an online 
exchange where punters could 


| place bets on which part of the 


world the madmen would strike 
in next. 


Markets are good at processing ` 


information. This is not true of just 
business and finance, but also of 
politics, sports and the weather. 
The lowa Electronic Market, a 
futures exchange for political 
events, has predicted electoral 
outcomes in the US better than 
opinion polls have ever done. The 
futures market in orange juice 
concentrate is a better forecaster 
of the weather in Florida than US 
Federal weather bureaus. 

So why was the terror market a 
bad idea? Many economists 


| eagerly jumped into battle. To 


them, the real issue was moral 
hazard. Would such a market 
create an incentive for terrorist 
organisations — to take profitable 
bets, to follow forward prices to 
guess where security would be 
tightest, or to mislead governments 
by pushing up prices at one 
location and then striking 
somewhere else. 


ys 
AVID W. Galenson has 


published an intriguing paper 
for the US National Bureau of 


| Economic Research. It's on the 


literary life cycles of modern 
American poets. 

The paper shows that 
“conceptual poets” like T.S. Eliot 


| and Ezra Pound reached their 
| peaks in their 20s and 30s, while 
| “experimental poets” like Robert 


Frost and Robert Lowell produced 
their best later in their lives. 
Nobody knows why this 
research is of any importance. 
Unless the poetic community 
decides to repay its gratitude by 
composing “An Ode To Milton 
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INNOCENTIVE.COM 
Little reward 


S-based InnoCentive.com, the 
world’s first website to reward 
scientists (up to $100,000) for 


solving peculiar problems, set up an In- 
dia advisory board last month. Manag- 
ing director Darren J. Carroll said Inno- 
Centive had chosen India, China and 
Russia as three key areas and that the In- 
dia board was the first such board to 
come up in the three countries. But 
when BW spoke to three of the four 
board members, their responses ranged 
from the ridiculous to indifferent: 
@ S. Ranganathan, emeritus scientist, 
IICT: “I had been to Delhi to speak to the 
people at InnoCentive. They are yet to 
send my travel allowance.” 
E S. Sivaram, director, NCL: “I know it 
(the announcement) is on the InnoCen- 
tive website, but I have still to receive 
formal intimation of my appointment.” 
E A.V. Rama Rao, MD, Avro Laborato- 
ries: “I was asked to join the board by Dr 
Mashelkar (chairman of CSIR) and I 
consented... I have still to receive infor- 
mation about my role and what I am ex- 
pected to do.” E 
GINA SINGH 


CUMMINS 


Made in India 


NGINE manufacturer Cummins 

India has identified India as its 
sourcing base for its K-38 engines 
that are used to run big 1,000 KVA 
power generation sets. Starting 
fourth quarter of this calender year, 
Cummins India will exclusively meet 
its global requirements of these 38- 
litre engines for all power genera- 
tion applications. Li 
RANJU SARKAR 





THE PUNJAB TRACTORS DISINVESTMENT 


- Paying the price 


VEN after the Punjab govern- 
ment’s divestment of Punjab 
Tractors (PTL) to the UK-based 
CDC Group plc, there has been 
little respite for its harried shareholders. 
Especially, for those who had either held 


~7 onto their holdings or ramped them up 





in the hope of offloading in response to 
an open offer. But CDC's flip-flop on the 
issue of the open offer may have cost 
some of them some heartburn. 


On 25 July, when CDC won the bid | 


for PTL, it informed the seller Punjab 
State Industrial Development Corpora- 
tion (PSIDC) that it had a blanket ex- 
emption from Sebi from making an 





open offer (Sebi grants such exemptions 


| to multilateral agencies). Later, on 30 
| July, itsaid that despite the exemption, it 


will make an open offer. 

Consider the havoc it created in the 
PTL scrip between those two dates: The 
scrip that traded as high as Rs 167.50 on 
25 July, fell to as low as Rs 133 on the next 
trading day, 28 July — a fall of nearly 
Rs 200 crore in market cap. As a result, 
over the next four trading days, in 7,520 
transactions, panic-stricken sharehold- 
ers sold 4,95,348 shares at prices ranging 
from Rs 133 to 143.75 — well below PTL’s 
bid price of Rs 153 per share. 


The shareholders’ plight didn’t end 
there. When CDC announced that it will 
make an open offer, BSE erroneously 
carried the offer price as Rs 202 on its 
website. So, on 1 August, 9.14 lakh 


Shareholders’ nightmare 





Shares 
traded 





gh i at Ss 
24 Jul03 | 164.5 160.80) 404 | 
25 jul03 | 167.5 | 149.50] 2,412 | 
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28 Jul 03 | 144.00 4 | 133. 00| 3,464 | 223,542 Rs 136.55 and Rs 106.90) in the hope of 
29 Jul 03 | 140.05 | 135. 00 | 1,570 st 94,448 making a killing. Only later did the buy- 
30 Jul 03 | 140.40 | 134.05) 1,092 | 61,200 ers realise that CDC had made no such 
31 Jul 03 | 143.75 | 138.50) 1,394 | 106,158 .. announcement about the price. In ret- 
1 Aug03 | 166.90 | 136.55! 6,275 $ 914,150 g rospect, this issue surely could have 
4 Aug 03 |144.85 | 139.15! 1,797 | 140,353 = beenmanaged better. m 
Ed RAJEEV DUBEY 








BIO-DIESEL 


Powered by the Karanj tree 


@ DaimlerChrysler is test driving a Mercedes C Class luxury 
sedan across India to promote bio-diesel. 

E On 31 December 2002, Indian Railways ran the Delhi- 
Amritsar Shatabdi Express on bio-diesel. 

E Residents of Kagganahalli village near Bangalore in Kar- 
nataka get regular power and water supplied by generators 
run on bio-diesel 


Its biggest advantage is that it is extracted from trees 
growing in the wastelands. India has 150 million hectares of 
wastelands. In fact, in an initiative with Indian Oil, the Indian 
Railways plans to plant jatropha along its tracks. Right now, 
it is trying to identify a germplasm that will provide the maxi- 
mum yield to the farmer. 

But for this bio-diesel to become a practical option, a 
well-organised distribution mechanism is needed. That is 
where the oil companies can help. 


CROSS the country, many such initiatives to use 
bio-diesel as a fuel are currently underway. In fact, 
such programmes are being seen as vital to sup- 
plement India’s growing need for fuel. Today, 
diesel accounts for nearly 80% of the fuel consumed in In- 
dia. Last year, India imported 75 million tonnes of the fuel 
worth Rs 78,000 crore. Hence, even the government is tak- 
ing bio-diesel very seriously. 
lronically enough, bio-diesel contains no diesel. It is oil 


ANUP JAYARAM 












Left: Dr. H. Kohler: 
Driven by the 
spirit of 

bio-diesel 


seeds of the Jatropha bush in Gujarat) which is filtered 
and refined to yield fuel. It costs anything between 

Rs 12 per litre (for the farmer it could be as low as Rs 4 
per litre) as compared to diesel (Rs 18 per litre). 


NINEGH KRISHNAN 
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Audio Conferencing has shrunk the world into a 
few inches across. 


CyberBazaar is India's leading service provider for Audio Conferencing : 
& Web Conferencing with over 500 satisfied customers. We enable our : $ 
customers to save on travel, time and expenses for physical conferences Cybe rBazaar $ 
while enhancing productivity, All this, without investing in new equipments a, pu 

We have over 5 years specialized domain knowledge and operations CyterBuzanr (India) Private Limited 
expertise in conferencing solutions. E-mail: sales@cyberbazaarindia.com www.cyberbazaarindia 


a's Premier Conferencing 


To know how we can add value to your business communication, call us at Bangalore 080-9339330 
Chennai 044-28202988 - 91, Delhi 011-26535333, Hyderabad 040-23215900 or Mumbai 022-22090571 


Sanies e Audio Conferencing e Web Conferencing e Video Conferencing e Web Casting e Analyst Meets 
e Call Management Services e International Conferencing & Toll-Free Access e Consultancy 
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KAJARIA PLUS LIMITED 


e Bareilly Pt 
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18 ° Bangalore Ph.: 080-5350629 * Goa Ph.: 0832-279141 
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0836-2357073 © Hyderabad Ph.: 040-5561 168 
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Smoke 


series OHSAS 18001 


| 





in 25 x 40 cm wall tiles 





Smoke Blue Smoke Beige Smoke Verde 





Wall and Floor Tiles Perfectly I Matched 
and 30 x 30 cm floor tiles 








Smoke Blue Smoke Beige Smoke Verde 


Kajaria presents its latest combination of wall and floor tiles. 
Remarkable for its true-to-life “smoke effect”, this series is 
bound to change the aesthetic dynamics of your interiors as 
never-before. It's time to fire-up your imagination with “smoke”. 


Kajaria 


Kajaria Ceramics Limited 


J-1/8-1 (Extn.), Mohan Co-operative industrial Estate, Mathura Road, New Dethi-110 044 
visit us at http://www.kajariaceramics.cam 





PHONE FAX E-MAIL 
NEW DELHI (011) 26946409-6 Lines 26949544 newdelhi@kajariaceramics.com = 
AHMEDABAD (079) 6465515, 6465516 6566669  ahm@kajariaceramics.com = 
KOLKATA (033) 24763179/24763181 24748012 kol@kajariaceramics.com g 
CHENNAI (044) 28144324 28144323 chn@kajariaceramics.com Ei | 
MUMBAI (022) 28203506/07/08 28203509 mum@kalariaceramics.com 4 
COCHIN (0484) 2396433 2396433 coc@kajarlaceramics.com ve 
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HUMAN RESOURCES 


search of satisfaction 


What do employees in ITES firms feel about their jobs? 


HE jobs are dead boring. That's what most people 
outside the IT-enabled services (ITES) industry 
think, But what is the opinion of the insiders? To get 
an idea, Naukri.com, the Noida-based online re- 
cruiter, surveyed 1,020 ITES professionals (including 77 who 
’ had left the industry) between 2 May and 5 July. These are 
some of the things they came up with: 


do they dislike? 
; like the odd working hours the 
unhappy with the policies and the 





The salary The 6 
and opportunity 
incentives to learn and 


All figures in % improve 


Brow 
. prospects 





3 Why do they switch companies? 


Most switch to get a promotion, while 5% move because a 

company's processes do not suit them. (Attrition is high in 

ITES, 55-60% at its peak.) 

I Better compensation 

ayes. being offered to me 

F% Clients and processes that 
a company has 





@ Greater responsibilities/ | 
promotion being offered 
to me | 


The growth The salary. The 
prospects and the policies 
within the: incentives and work 


compa: -culture ! 
pany Wi The market reputation and | 


financial standing of a 
company 





E Visible limitations to 
personal growth in the 
current company 





4 Why do they leave the industry? | 


No one wants to be in a stereotype, 19.48% are worried All figures in % 
about this. About 32.47% wish to pursue higher studies. 
(This was reported among those who had left the industry) 


eee 32.47] 
higher studies ; : i 
Compensation EEE 0.09 
Being typecast and ee ee 
possible inablity to move eee 19.48 
to other industries : ; 
The industry's future ! : 
prospects ee 10.39 TE 
The job content and S 
limited challenge e > 18.18 


The timings and kam po 
their interference in 10.39 
personal life : f 


All figures in % O 5 10 15 20 25 30 35 40 Al fig 
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And join the largest conclave 


on IT applied - Infocom 2003. 





to arrive at a strategy that harnesses the power 
of IT for business excellence. 

In essence, the sessions will demonstrate how 
IT can completely change old ways of doing business. 
The best minds in the happening Indian IT scene will 


be present, the question is will you? 








Conference & Exhibition 
Conference: The Oberoi, Kolkata 
Exhibition: Maidan, Kolkata 














Sessions at Infocom 2003 






































Day | 

1. CEO's Conclave 
* Industry leadership talk 
* Economics of outsourcing 

2. IT services: Global customer landscape and 
imperatives for Indian vendors 

3. Chief Ministers’ Round Table 

4. Infocom 2003 Power Panel: IT Leadership 
Challenges and Best Practices 


Day Il 

|. ITES-BPO: Global landscape and strategies 
for success 

2. ITES-BPO: Opportunities in the 
domestic market 

3. ITES-BPO: Scaling up a BPO venture 

4. E-Governance Panel: Politics and Policies, 
shaping 21st Century Government 

5. Looking Ahead 


Day I! 

Technology Forum 

» E-Business Transformation: Reaching 
Business Partners 

* Information Security: New Reality Check 

* Open Source vs. Proprietary Software 

* Broadband 

* Mobile computing 




















HE cybercafe business is re- 
sembling a graveyard for or- 
ganised chains. Bangalore- 
based Junction96 has downed 
shutters. Tata Nova is pulling out. Dish- 
netDSL is closing outlets. Sify’s iway, In- 


dia's largest chain with 1,000 cafes, is yet | 


to make profits. Paradoxically, the mar- 


ket is booming. Cybercafé revenues are | 


seen doubling from Rs 250 crore now to 
Rs 500 crore in the next two years. IMRB 


CYBERCAFES 


Sify shows 
Oo 





pegs the number of cybercafes at 50,000 
today, and this number is also doubling 
every two years. So far, it is the poky 
neighbourhood cafes that have seized 
the opportunity. Will any organised 
player crack this puzzle? 

If they do, it will probably be Sify. Its 
revenues grew to Rs 7.88 crore last quar- 
ter. Going by that, it could end this year 
with revenues over Rs 30 crore. Its 
billings of Rs 20-25 per hour are shared 
(70:30) between Sify and its 
franchisees. That’s enough 

to let most franchisees 
break even in 24-30 
months. The 
only one yet to 
make profits 
is Sify itself. 

But 

that is be- 
cause in the 
last quarter it 
spent Rs 6.5 
crore on the 
brand. It spent 
another Rs 7.3 





——— 





COO George 
Zacharias: The 
last man 
standing? 


crore sprucing up its back end. “It was a 
choice between maintaining cash prof- 
its and incurring an one-time marketing 
expense for the expanding cybercafe 

business,” says CEO R. Ramaraj 
It's this willingness to invest which 
works in Sify’s favour. A late entrant, it 
came in with a nifty business model. 
Most cybercafes use a leased line/ISDN 
line for connectivity. More often than 
not, these are provided by BSNL/MTNL 
and suffer from severe bandwidth con- 
straints. In contrast, Sify set up a wireless 
broadband network. Instead of using 
the BSNL/MTNL lines, its cafes access 
bandwidth via microwave receivers. 
Then, there is Sify’s national IP back- 
bone. Between the cafes, the ISP and the 
corporate network businesses, the net- 
work sweats more, resulting in faster re- 
turn on investment. So iway’s browsing 
costs have stayed as low as Rs 20-25 an 
hour. Then, it introduced a centralised 
billing system. All users get a unique 
identity and password, which locks 
them in and stops franchisees from un- 
derreporting revenues, It also lets them 
personalise their email and Web prefer- 
ences, Today, 4 lakh registered users 
have already signed in. For iway, it is just 
a question of waiting forthe profits. W 
SHWETA VERMA 





Answers to AMITY BIZQUIZ # 95 


. Which company Is behind a new cancer therapy called Glivec? Novartis 
. Who is the deputy chairman of the Planning Commission? K.C. Pant 

. Which company did Steve Demos found? White Wave 

. Which famous Indian business personality would you associate with the hotel chain, Tulip Star? Ajit Kerkar 
. Which celebrity hosted MTV’s House of Style show for six years? Cindy Crawford 


. Who is the CEO of Reliance Entertainment? Amit Khanna 
. Which of the following is not a Heinz brand? Maltova 
8. Which brand has launched a line of unisex deodorants called Boom, Tone, Sway and Flutter? MTV Plugged 
9.* Who is the managing director of international oil exploration company ONGC Videsh? Atul! Chandra 
10.*Which is the latest state to privatise its power distribution? Delhi 


Winners of AMITY BIZQUIZ # 94 


1. Harinath Reddy, Hyderabad 2. Anusha, Chennai 3. Sourav Banerjee, Kolkata 4. Jagvir, Chandigarh 5. Sapna Rao, Mumbai 6. Srinivas, 
Bangalore 7. K.R. Saraswathi, Delhi 8. Sumit Dhingra, Ganaur 9. Farheen Chinoy, Mumbai 10. Narayana Rao G., Hyderabad 





CAFES AND LOUNGE BARS 





ELIANCE Infocomm’s retail 
plans are moving into Phase 
II. So far, its WebWorld stores 
have only sold wireless prod- 
ucts. Now, they'll also offer surfing facili- 
ties and a café — Java Green. We always 
wanted to offer all three, says a manager, 


’ “but with the pressure to roll out fast, we 


concentrated on setting up the wireless 
product counters first”. Now, with out- 
letsina hundred cities, the other two are 


V being rolled out as well. 


In other words, the Indian café revo- 





lution is attracting new converts. A year | 


ago, HSBC got Barista to run a small café 
in one of its Mumbai branches. Info- 
comm is doing something similar — 
Chennai-based Qwiky’s will run the Java 
Greens. Reliance doesn't expect the café 
to be amoney-spinner. Says a manager: 


“It’s just that people surfing at the store | 


will need refreshments.” 

Then, there are companies which 
see the cafes as another revenue stream. 
A couple of years ago, Standard Char- 
tered Bank was wondering what to do 








Dr Jekyll and Mr Hyde: The Provogue 
outlet, before (L) and after 8:00 p.m. 


with its fallow branch real estate as con- 
sumers moved to newer banking chan- 
nels. Cafes were one option. Which is 
what Provogue has actually putin place. 
Stuck with outlets in expensive high 
streets, it is using its lounge bars to max- 
imise the business an outlet does. At 
Mumbai's Phoenix Mills, its pilot has 
been generating good reviews. Every 
night at 8:00 p.m., when its apparel store 
downs shutters, the clothes are tucked 
into unobtrusive closets, the display 
props begin to double as bar stools and 
the lounge bar kicks off. With a bar, an 
outlet can stay open for almost 18 hours 
in a day. In the next three years, the Rs 
41-crore company is eyeing a Rs 100- 
crore turnover. Rs 15 crore-20 crore of 
that will come from the lounge bars. 

M. RAJSHEKHAR 
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Slimming down 


Presenting the third in a series of excerpts from The Marketing Whitebook: TAM Adex i 
takes a look at how advertisement sizes and durations are falling across media ee ae 
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Honey, they shrunk the ads 
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(Ad duration in secs) 
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Pratap r Baker, Sudarshan Banerjee, CEO & MO 
Minter cf State Co iret McDonalds Ni Dalmia Consumer Care 


Confederation of Indian Industry 


BATTLING FOR 
MA RKE iT SHARE 


‘Battling for Market Share’ - the theme for Cll’s 
fourth Marketing Summit captures the essence of 
today's consumer centric market wars. Coming on 


The Marketing Summit i the heels of three immensely successful earlier 


Battling for Market Share editions, Marketing Summit 2003 will be attended by 


20-21 August 2003 + Hotel Taj Palace, New Deihi Ss advertising and marketing professionals, policy 
3 makers, academicians and decision makers 


representing leading corporate ad-spenders who 
will focus on ways of increasing market shares and 
retaining them. 


WEDNESDAY 20 AUGUST 2003 

* Managing Market Dynamics 

+ Going Rural : The New Marketing Mantra 
+ Battling for Events 

+ Brands - Anti Wrinkle Formula 


THURSDAY 21 AUGUST 2003 
+ Share of Heart into Share of Wallet 
+ Segmentation - Divide & Rule 


+ Fight for Freebies 


Co-sponsor ———_—_——_——___ — Associate Sponsor Academic partner 


The 
register online, log on to outs E Businessworld à AMITY >=] 


BUSINESS SCHOOL ap 


ww.ciionline.org / ms2003 The upper aa son ATEBOOK ren youre sate umana 





legate Fee For fegistration and more information, penser contact 
7500 per delegate for medium & large members of Cll Ms. Ruchi Sharma, Confederation of Indian Industry 
5500 per delegate for small scale members of CII Plot No 249 F, Sector 18, Udyog Vihar, Phase IV, Gurgaon 122 015 
9000 per delegate for non-members Phone: 0124 - 5014060-67 / 53 * * Fax: 0124 - 5014080/3874/3875* 








STOCKMARKETS 


- Tech stocks: take 


Contrary to popular belief, IT stocks, especially mid-cap ones, 


Tech funds have done well... 





Birla IT 


dustry that’s been as- 
sumed to have missed 


Infy’s PE, that used to range between 30 
and 40, is now at 22. Another heavy- 
out the market rally so | weight, HCL Technologies’ PE is down 
far, these returns defy | to 12. Investors who have bought and 
the brooding sentiment _ held the large-cap IT stocks in the last 
surrounding IT stocks. = two years would have earned no returns 
What exactly has | so far. 
been happening? How | “The perception of the top five IT 
have these funds made | stocks has undergone a drastic change. 








performance, the net 
asset values (NAVs) of 
these funds are still low. 
Is there still any value in 
them, or should old in- 
vestors take this oppor- 
tunity to exit these long- 
languishing funds? 
More importantly, is 
there a paradigm shiftin 
the perception of tech 


Merrill Lynch Technology.com | 








bi : 
` | Franklin internet opportunities 
| A ; 
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Keri 





Prudential ICICI Technology 


money? In spite of this | 


Though not being considered value 
stocks yet, their charm is clearly gone,” 
notes Anil Sarin, fund manager of Birla 
IT Fund, which has hugely outper- 
formed the market. 
The sentiment about IT stocks has 
changed quite a bit, to say the least, In 
the latest Ficci survey on the state of 
capital markets released last week, 
while respondents were more than bull- 
ish on sectors like banking, steel, phar- 
maceuticals, cement and even power, 





7 Jan 02 


“TOCKS have been doing well, 
so diversified equity funds are 
doing well too. The big gun 
tech stocks, a.k.a, the Wipros 


and the Infies, have not | 


boomed, and the BSE IT Index is just 46 
points above its level exactly a year ago. 
So tech funds would be down in the 
dumps too, right? 
Wrong! While the average diversified 
* “equity fund has delivered a wonderful 
37.86% over the last one year, can you 
guess how tech sector funds are per- 
forming amid all the current‘action in 
Dalal Street? 

According to ValueResearch, a mu- 
_ tualfund research house, as on 1 August 
2003, the average one-year return for 


< technology sector funds was... surprise, 


surprise — 15.18%. The top four per- 
formers: Birla IT Fund with 34.67%, 
“Franklin Internet Opportunities with 
'§ 29.08%, Prudential ICICI Technology 

. Fund with 25.28% and DSP Merrill Lynch 
Technology.corn with 20.3%! For an in- 
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, comes to the IT sector, the | 
| questions on 
| minds are endless. Here's 


| ing competition and con- 


+ humble levels. Yet, the in- 


56% expected the stock prices of IT 
companies to fall further in the coming 
year. Their fears — sluggish economic 
conditions in the US, declining technol- 


stocks — from growth 
stocks to value stocks? 
With Microsoft announcing its first divi- 
dend, will tech stocks globally follow as 


their growth plateaus, 
thus making them giant But the IT Top 5 have not 
5,000 , 


dogs of the future? When it 


investor 


Infosys 


an attempt at answering 4,000 | 
some of those. | 
During the last 2-3 
years, rising costs, increas- 
3,000 | 

tinuously falling margins 
have been pushing in- 
fotech stocks down to 2,000 
terest in them has not 
waned as can be seen by 
consistently high trading 
volumes in the topline IT 
stocks, Price-earnings 
{PE) levels have come 
down from the euphoric 
2000 levels. For instance, 


1,000 | 
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Tech stocks: At home and abroad 
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1,448.36 
ogy spends of major global companies.“ @ BSE IT 
-and emerging competition from new i Nasdaq 
. players in regions like Philippines, Ire- 800 
land, China and Eastern Europe. y 
~ So, then what has been giving tech O E 
funds’ returns a fillip? Amit Ku- p» 
‘mar, head of research at Val- Mid-cap scorchers | How tech funds performed 
_ ueresearchonline.com, says: _ company % retwin | nT Aa ee potest 
. “While large-cap IT stockshave  Subex Systems 134.30. (Rs) /Brade [grade 
; beengettingapasting, mid-cap | Alliance New Millennium 4. 34, a a 
‘TT stocks have performed really Mbhasis BFL 91.62 iia FE "73.08 @ at 


‘well over the last year. This 
doesn't show up in the indices 


eee 


as the top five stocks have an 80% | 


weightage in them. Birla IT Fund and 
Prudential ICICI Technology Fund have 
performed well, thanks to their mid-cap 
' plays. Also, stocks like Infosys have seen 
lots of ups and downs — this creates 
money-making opportunities.” 


< Birla IT Fund's Sarin verifies that. “All | 


IT funds have been trying to make the 

best of the situation by taking a contrar- 
_- ian view. So we have seen buying when 

» there's panic and selling when there's 
. euphoria. For instance, when Infosys 
„declared unexpectedly bad results on 10 
April, its stock price fell from Rs 3,300 to 
Rs 2,800 on the same day, sinking fur- 
ther to Rs 2,500-on the next. We bought 
fair amounts of Infy then and today it’s 
around Rs 3,700!” 

Such trading opportunities apart, 
there's been pressure on the large-cap 
tech stocks from another quarter — di- 
versified equity funds. These funds had 
dumped blue-chip (but stagnant at that 
time) stocks in 1999-2000 to buy IT 
stocks, at times allocating 50-60% of 
their ‘diversified’ portfolios towards the 
sector. With the rally this time taking off 
in all sectors but information technol- 


ogy, the reverse has started to happen — | 
| has actually caught up with the rally, 
| withalag. Though the BSE ITindexis flat 


exposures to IT are being pared to pile 
up stocks of banks, cement makers, 
steel companies, etal. 

“But the real saviours for technology 
funds have been the mid-cap stocks 


Bharat Electronics 
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been buying into companies that were | ing up or down, the fate of IT stocks is 


not usually considered to be IT (read 
software services) so far. At one time, we 
had a 10% position in compact disc 
manufacturer Moser Baer. Bharat Elec- 
tronics, another stock that has consis- 
tently moved up, is a computer hard- 
ware company. Subex Systems, which 
has shot up spectacularly from the Rs 60 
levels to Rs 150 in one year, is a software 
product company.” 

So tech stocks as a category is being 
looked at more holistically, which can 
only be good for the investor in these 
funds. Even banks going aggressive on 
online services— ICICI Bank and HDFC 
Bank — figure in tech fund portfolios. 

The information technology sector 


when looked at year-on-year, in the past 
one month, it has gone up by 13.5%. 


| And one thing’s for sure — whether go- 
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action-packed. 

Think about IT like this -- when the 
cement or steel sector boomed, hun- 
dreds of companies sprung up on the 
stock exchange. However, over the 
years, only a handful have survived. 
By the looks of it, infotech stocks might 
not repeat that story. They might, in fact, 
go the way of a knowledge-intensive 
sector like pharmaceuticals, in which 
large players have been in the lead while 
smaller players have also sutvived, al- 
beit in niche areas. 

Soifyou have the stomach for action 


and still want to play the tech stock 


game, keep a lookout for the much ig: 


nored tech funds and smaller compa: : 


nies that are trying to do things differ- 
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ently, to bet on. And keep taking stock ©; 
consistently as tech stocks are con 


stantly going tick tock, tick tock... 
VIKAS DHOOT 





Chairman's Speech 


Speech delivered by Shri Ananthakrishna, Chairman & CEO, Karnataka Bank Ltd., 
at the 79" Annual General Meeting of the Shareholders held at the new Corporate Office Auditorium. 





Ladies and Gentlemen, 


It gives me immense pleasure in extending a warm 
welcome to our distinguished shareholders to the 79” 
Annual General Meeting of the bank. It is indeed a 
great privilege to address you all for the first time in this 
new Corporate Office Complex. The Directors’ Report 
and the audited statement of accounts for the period 
ended 31st March 2003 have already been provided to 
you. | shall consider them as read. 


Before | present to you our 
performance during the year and 
highlight the future potential, | wish 
to share with all of you that due to 
your support, satisfaction of our 
customers, performance of our 
employees, strength of my team 
and guidance of the Board of Directors, my tenure as 
Chairman of your bank has been extended for a further 
period of three years with effect from 13th July 2003. | 
acknowledge with gratitude the approval accorded by 
the Reserve Bank of India in this regard. 


2000-01 


| wish to recollect that in the previous three years, 
your bank has achieved many a milestone. Some of 
the most notable are obtaining a grand image make- 
over by shifting to a new Corporate Office Premises, 
Total Business Turnover exceeding Rs. 12,000 Crore, 
Migration to a Centralised Core Banking Solution, 
Introduction of ATMs, Bonus and Rights issues of 
shares and Strategic Business Partnerships with 
Corporation Bank, MetLife India Insurance Co. Pvt. 
Ltd. & Western Union Financial Services Inc. 





2001-02 


Let me now dwell upon the bank's performance during 
the year 2002-03 in the backdrop of the present 
domestic and international economic setting. 


ECONOMIC ENVIRONMENT 

War clouds significantly affected businesses globally 
during the previous financial year. However, the 
bulging foreign exchange reserves at over $75 billion 
have proved to be sufficient cushion against 
such unforeseen international 
developments. 









In the domestic economy, failure of 
the monsoon significantly affected 
sectors like consumer durables, 
which depend mainly on the 
purchasing power of people. Due to 
insufficient monsoon and consequent 
fall in production, GDP estimate for the 
year 2002-03 has been lowered to 4.40%. 


Industrial activity revived in the first quarter of 2003, 
with the Index of Industrial Production (IIP) 
consistently registering positive growth rates. 
Infrastructure sector received a boost in the budget 
2003 with the announcement of Rs. 40,000 Crore plan. 


Services sector in general and 
Banking & Insurance in particular 
are consistently registering good 
growth rates. Transport & 
Communication, Healthcare, 
Hospitality and Business Process 
Outsourcing (BPO) activities have 
also intensified in India. 


2002-03 


To avoid any strain on liquidity due to heavy borrowing 
by the centre and by foreign capital inflows, the 
Reserve Bank of India continued its open market 
operations and hence eased the pressure on liquidity 
and interest rates. With the Government aiming at 
augmenting revenue and re-prioritising expenditure, 
Gross Fiscal Deficit is expected to fall from 5.90% to 
5.60% of GDP in 2003-04. 


The soft interest rate regime continued during the 
previous financial year 2002-03. CRR has been 
reduced from 5.00% as on June 2002 to its present 
level of 4.50%. Dated debt instruments’ yields have 
also fallen marking the easy liquidity-soft interest 
rate preference of the RBI. 


E-mail: info@ktkbank.com Visit us at: www.ktkbankitd.com 
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BUSINESS PERFORMANCE 2002-0 


Deposits 

Your bank's total deposits have increased by 
Rs. 1,290.24 Crore to Rs. 8,291.72 Crore registering a 
growth rate of 18.43% as against industry's growth rate 
of 12.20% (net of mergers). Our aggregate Deposits 
(excluding Inter-bank deposits) have increased by 
Rs. 1,166.18 Crore to Rs. 7,994.12 Crore and the 
Non-Resident deposits have gone up to 
Rs. 607.63 Crore from Rs. 531.78 Crore 
in the previous year. The latest 
facility offered to our customers, 
Moneyplant™ ATM services 
introduced across the country in 
January '03 has received a good 
response and helped us increase the 
share of low cost deposits. As an add-on 
feature to the SB account, we introduced 
K-Power with a facility to withdraw upto Rs. 15,000 

as a personal loan. 





Advances 

Your bank's net advances increased by Rs. 482.16 
Crore to Rs. 3,899.70 Crore registering a growth rate 
of 14.11%. Priority sector advances increased from 
Rs. 1,194.81 Crore to Rs. 1,500.93 Crore. Advances 
to priority sector, including Rural Infrastructure 
Development Fund (RIDF) and SIDBI priority sector 
bonds, formed 42.53% of the net bank credit 
exceeding the national target of 40%. Export Credit 
formed 13.41% of the bank's credit portfolio as against 
the minimum stipulation of 12%. 


Investments 

Due to various domestic and international 
developments and due to general recession in the 
economy, credit off-take was slow during the year 
2002-03. As a result, net investments in securities 
increased from Rs. 3467.15 Crore as on 31.03.02 to 
Rs. 4432.61 Crore as on 31.03.03 registering a growth 
rate of about 28%. 


FINANCIAL PERFORMANCE 2002-03 
Profitability 

Your bank's total income has gone up to Rs. 1,050 
Crore from Rs. 984.26 Crore. Owing to higher 
investment in securities, income on investments has 
shown significant increase. While Operating Profit has 














gone up from Rs. 250.88 Crore to 
r Rs. 253.37 Crore, Net Profit has crossed 
«the magic figure of Rs. 100 Crore to reach 

“Rs, 110.42 Crore registering a growth rate of over 20%. 


Capital Adequacy Ratio (CAR) 

The net owned funds of the bank have.gone up from 
Rs, 441.99 Crore to Rs. 583.40 Crore, an increase of 
over Rs. 140 Crore. During the year the bank has 
_ Issued bonus shares in the ratio of 1:1 and rights issue 
-inthe ratio of 1:2 post bonus. The CAR of the bank has 
improved from 12.96% as on 31.03.2002 to 13.44% as 
- 34.03.2003. 


Dividend Distribution 

Keeping in mind the overall performance of the bank 
and the future outlook and to enhance shareholder 
value, I take pleasure in announcing that the Board of 

Directors has declared a divided of 22% on equity 

shares including bonus and rights shares. 


RISK MANAGEMENT 
The broad classes of risk faced by a bank are Credit 
Risk, Market Risk and Operational Risk. Your bank 
has exclusive set-ups to monitor credit risk rating of 
the borrowers and market risk. The Inspection & 
Audit Department is managing operational Risk. 
The Financial Sector reforms will not be complete 
without an effective mechanism for recovery of loans. 
In due course, lenders are likely to realise the full 
potential of the Securitisation of Financial Assets and 
Enforcement of Securities interest Act, 2002. 


As on 31.03.2003 the net Non-performing Assets of 
your bank stood at 7.36%. In addition to making liberal 
provisions more than sufficient under the regulations, 
your bank has stepped up efforts for recovery of bad 
loans by setting up an exclusive Recovery Department 
headed by a General Manager. On the strength of this 
measure we have targeted the NPAs to reduce to less 
than 5% ofadvances. 


DISTRIBUTION NET WORK 

During the year 2002-03 your bank has opened one 
branch each in Delhi, Mumbai, Bangalore and 
Lucknow taking the total number of branches to 360. 
Your bank has tied up with Corporation Bank for ATM 
network sharing, in addition to installing 12 ATMs in 
Bangalore, Chennai and Mumbai. Thus customers of 
the bank have access to over 500 ATMs at present. 








Continuing the tradition of trust — 





BUSINESS PARTNERSHIPS 
Technology 

Your bank is riding high on world class banking 
technology offered by Infosys Technologies Ltd. Our 
Centralised Core Banking Solution has given us 
wider reach by networking of branches and helped 
us provide ATM services. At present more than 
140 branches. have been networked. 
The level of Management Information 
System & Contro! (MISC) and Risk 
Management is also high with our 
technology platform. 





Bancassurance 


With a view to becoming a financial 
supermarket by providing a range of 
financial services to our customers and 

in an effort to increase fee-based income of 
the bank, we have entered into a strategic alliance with 
US based MetLife india Insurance Co. Pvt. Ltd. to 
distribute Life insurance products. 


Money Transfer 


With a view to providing superior customer service, 
your bank has tied up with Western Union Financial 
Services Inc. to effect speedy remittance from abroad. 


HUMAN RESOURCES 


The greatest assets of service organisations are its 
employees, Our 4,320 strong human capital is the key 
behind the strong financials of the bank. During the 
year, 1741 employees were imparted training on 
various disciplines in different institutions apart from 
our own Staff Training College (STC). The employee 
productivity has increased from Rs. 247 lakh as-on 
31,03.02 to Rs. 275 lakh as on 31.03.03. Your bank 
has carried forward its tradition of cordial and healthy 
industrial relations. 










MISSION AND GOALS 
Mission of an organisation is driven by longterm 
paradigm shifts in thinking. 
To help us achieve this mission, we set annual targets 
inthe form of Corporate Goals. Forthe year 2003-2004 
we have set ourselves a total business turnover target 
of Rs. 15,000 Crore with deposits of Rs. 10,000 
Crore and Advances of Rs. 5,000 Crore 
and to improve the business per 
employee to Rs. 3.50 Crore. Efforts 
are on to increase the Sranch 
network to 370. | am confident that 
we will be in a position to reach our 
targets given our strong technology 
platform and motivated employees, 


Rural Banking, Retail Banking, Low cast 

Deposits and Efficiancy in Operations are 
likely to be the key drivers of bottomline in the current 
financial year. 


Your bank has received the report from National 
institute of Bank Management, Pune regarding 
Organisational. Restructuring and Business Profile 
Re-engineering of the bank. It is being studied for its 
critical appreciation and doing the needful, 


ACKNOWLEDGMENTS 

lam indeed very grateful to our shareholders for your 
immense support and faith over the years. With your 
support, | am confident of taking. this bank to greater 
heights. Organisations cannot exist without 
customers. | take this opportunity to thank all our 
customers for their patronage and constant 
encouragement. | am also thankful to our dear 
employees who have shown guts amidst such 
tumultuous business environment. A lot of credit 
should go to the leadership of the workforce. | would 
like to place on record the appreciation of the services 
rendered by our auditors and legal advisors. 


Finally, | would like to thank the Board of Directors for 
their excellent corporate governance and the Reserve 
Bank of india for their quidance and valuable advice. 


Thank you one and all. 


Note. This does not purport to be a record of the proceedings af 
the Annual General Meeting. 











The author is chief 
economist, Confederation 
of Indian Industry 











Try flying out of 


Fortress India 


AKE a trip down memory lane to 
1991. Those were the glorious days 
of true saffron swadeshi — when 
there was only one domestic air- 
line, and the colour of its fuselage 
was orange. Remember the unexplained ‘tech- 
nical’ delays? The rude ground staff? The long 
check in lines? The limited number of flights? 
The awful food? The enormous time it took for 
the baggage to arrive? The strikes by engineers, 


| pilots, cabin crew, baggage handlers? The dirty 
| planes? And the tyranny of the netas and senior 


This is 
Fortress 
India. 
Few can 
get in, | 
fewer can 
get out 
because 
the civil 
aviation 
ministry 
wants to 
guard its 
rapidly 
eroding 
monopoly 





| babuswho would keep delaying flights? 


It has changed, right? Indian Airlines has a 
much improved on-time record; its staff is 


| more courteous; the food is more edible; stew- 
| ardesses smile more often; baggage comes out 


faster; the awards on mileage are better. Most 
importantly, there are scores of flights between 
Delhi and Mumbai, and we can arrive at the air- 
port and purchase a ticket within 10 minutes. 
Who is the winner? The Indian consumer. 
There are two proper nouns and a common 
noun to explain the change: ‘Jet’, ‘Sahara’ and 
‘competition’. Competition explains the opera- 
tional turnaround of Indian Airlines. And the 
lack of it explains why the Indian international 


| traveller is being taken for a ride and why, de- 
| spite the protection, Air-India (AI) is doomed. 


Try flying out of India at a short notice. In 
peak season, you will most certainly not get a 
seat in business class. At other times, you will 
have to count your lucky stars. Why is this so? 

The reason has everything to do with our 
absurd adherence to bilateralism in civil avia- 


| 
tion, and the ministry of civil aviation’s myopic 


belief that Al’s value needs to be protected. De- 
cisions like whether there should be more 
Lufthansa flights to Bangalore depend upon 
the bilateral negotiations between our civil avi- 
ation ministry and its foreign counterparts. 

By itself, there is nothing wrong with a bilat- 
eral approach, but in the Indian context it is 
particularly awful. Everybody knows that there 
is an excess demand for international travel — 
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business and tourism — in India. British Air- 
ways, Singapore Airlines, United Emirates and 
others want to operate more flights in and out 
of India. And to do so, the aviation authorities of 
the countries negotiating for these airlines 
would be happy to offer equivalent number of 
extra flights to AI. But AI doesn’t have enough 
planes. So, the civil aviation ministry doesn't al- 
low extra flights by the foreign airlines. In the 
bargain, you and me, get a short shrift. 

The argument for this “beggar myself, so 
beggar everybody” approach is bizarre. Since 
AI doesn't have enough aircraft and constantly 
racks up losses, it cannot take commercial ad- 
vantage of bilateral reciprocity. Now comes the 
Orwellian twist. According to successive civil 
aviation officials, unilaterally giving additional 
flights to international airlines will reduce Al’s 
value and, thus, affect its price in any privatisa- 
tion programme. I have rarely heard such bla- 
tantly monopolistic, anti-consumer cock and 
bull repeated as frequently as this one. Either AI 
should get new aircraft to augment the capac- 
ity, operate them efficiently, meet the addi- 
tional demand, and turn in higher profits, as 
does Singapore Airlines; or it should recognise 
that, for all its self-importance, it is a margin- 
alised bit player, and that extras in the airline 
business are valued as poorly as in films. 

Meanwhile, Al's valuation continues to fall, 
while those travelling to and from India can't 
get seats. This is Fortress India: few can come in 
or get out because the gatekeeper wants to pro- 
tect his rapidly eroding monopoly. 

The solution is simple and two-fold. First, 
privatise AI at whatever value the government 
can get. And second, have a more proactive 
ministry that cares more for consumers than 
protecting its turf and free First Class upgrades. 
There is absolutely no reason why India 
shouldn't have at least 10-15 more interna- 
tional flights flying east and west. That will be- 
gin the much-needed revolution in interna- 
tional travel, and give substance to a 
meaningful tourism policy. E 
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for the hurdles ? 


Prowess 





Prowess Reasoning is a power packed module 


for reasoning. The last two years saw a good 
many questions from the TCY module. The 
module consists of 4 booklets and the total cost of 
the pac kage is Rs. 780/- only 


Prowess 
Wath 


Question 





Bank 


Prowess Math Question Bank is a collection of 
more than 1000 CAT level problems that promises 
you an edge over other aspirants. It is a hot 
favorite among serious candidates and is pre 
ferred throughout India. The package costs Rs 
580/- only 





TOP 
EDGE 


TOP EDGE is a weekly updated online GK 
package with over 7500 subscribers all over India 
Package valid till March 2004 Package cost 


Rs 190/- (please send your e-mail ID along with) 


E-mail: corres@tcyonline.com 





Payments to Ludhiana office 
through DD/MO favouring 
‘TCY Learning Solutions (P) Ltd.’ 
payable at Ludhiana. 


Top Careers & You 


(India’s only ISO-9001 organisation in its segment) 


LUDHIANA 463-G, BRS Nagar, Ferozepur Road Ph: (0161) 2461364, 2460908 
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JALANDHAR SCF-8, New Jawahar Nagar Market Ph: (0181) 2244149 
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story 


Atul Raheja, 
Lifelong 
India 


His company 
has bid $15 
million for 40 
parts of the 
total 153 parts 
that GM is out- 
sourcing. Next 
month, he will 
know which of 
the 30 global 
players in the 
race won the 
contract 


13 July 2003. Atul Raheja is visibly excited. Two weeks 
ago, he received requests for quotations (RFQ) for 153 
products from the black plastics division of General 
Motors (GM). These were for products worth $150 
million — that’s six times the turnover of Raheja’s 
plastic injection moulding firm, Lifelong India. 

It took 18 hours to printout the RFQs and the 600 
accompanying drawings (see picture above). 
Each RFQ was a 30-150 page docket con- 





tor, GM, Delphi Corporation, Caterpillar, Interna- 
tional Truck and Engine Corporation and Cummins. 
This was part ofan outsourcing mission organised by 
the Automotive Component Manufacturers Associa- 
tion (ACMA). The GM RFQs came soon after the trip. 
Raheja has to fly to Detroit again to attend a GM 
suppliers’ meet on 23 July. Today he is busy planning 
his bids: “I will bid for 100 parts. Even if I get 
25%, my business will double. The tooling 


taining technical specifications, material re- Making will come from GM, injection machines can 
quirements and so on. “I never expected GM itin be ordered in 4-6 weeks. I can expand capac- 
to throw 600 drawings at us,” he gushes. This Manufacturing ity three-fold in three months. GM expects 


is, after all, Lifelong’s first brush with exports. 

In May, Raheja and 34 CEOs spent seven 
days in Detroit hard-selling India’s auto 
component capabilities to leading original 
equipment manufacturers (OEMs) Ford Mo- 


my bids to be 15% lower than the current 
prices. I will probably offer them 25% less...” 
The thought of failure never occurs to him. 

26 July 2003. Raheja is back from Detroit. He 
sounds tired. The excitement is tempered. At 


DINESH KRISHNAN 


GM, he saw his 30 global competitors face to face and 
their strength hit home. 

But Raheja is optimistic. “GM has indicated that 
one out of every two old vendors will be replaced. It 
has also promised to send two more RFQs of roughly 





_AUTO COMPONENTS 


The fi rst hard 
look at the 


$150 million each...” He sits up suddenly. Theres no 


time to be lost. He has to submit his bids by 28 July. 
-29 July 2003. Raheja submitted his bids yesterday. He 


‘Indian auto 


has bid for 40 parts worth $15 million. He will get to l 


know the verdict next month when he flies to Detroit. 
Raheja’s is not an isolated case. Waves of export- 
related excitement are sweeping through Chennai, 
Pune and Gurgaon, the three big clusters for the 
Rs 24,500-crore components industry. Last year, com- 


ponent exports from India grew 38% to $800 million, | 
racing past ACMA’ $750-million target. The industry | 
was thrilled as exports had dipped 8% the previous ` 


year. Could components be the next IT story? 












*E HATE to be the party-poopers. 


‘temper’ this excitement. Let's start 
with Raheja. Why on earth is the 


it that desperate to cut costs? Surely not. 
Tothe uninitiated, this is GM's first test. 
The speed and coherence of Lifelong’s re- 
sponses to the mountain of RFQs will help 
GM evaluate the company’s managerial 
and technical competence. For example, 
GM had fired 1,000 RFQs (between 1988 
and 1994) at Sundram Fasteners before 
giving it the first contract. Former Sun- 
dram Fasteners president K. Mohan (who 
is now with Fenner India) had to make six 
trips to the US and make 25 presentations 
before the company could earn its first 
dollar. In the 10 years since, Sundram Fas- 
teners’ exports have grown to a modest 


1998 


And the 


But we believe there is a need to | 


world’s largest carmaker asking an | 
untested $25-million firm to bid for. | 


| | M. arn 


components worth $450 million? Is | 


rce: 


components 
‘Industry’s 


‘chances of 
cracking the 
‘global market. 
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Ford 


Total purchase 
budget: 

$86 billion 
India outsoure- 
ing target: 
$100 million 
Outsourcing 
strategy high- 
lights: 





tional tears 
to source 
from emerg- 
ing markets 
è Has ident). 
fied India; 
China, East 
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l Delphi 


Total purchase 
budget: 


N.A. 

India outsourc- 
ing target: 
$250 million 
by 2007 
Outsourcing 
strategy high- 
lights: 

e 6-7 out- 
sourcing pro- 
jects in 3-4 
months 


e Creating 
new suppli- 
ers if it can 
get 15% cost 
advantage 

e Thinks 
India is 
riskier than 
China due to 
inadequate 
transport 
infrastruc- 
ture 


Delphi India’s Kifanina recounts flow during a routine evaluation Many)» 
f Indian veridors.were scared away id the stringent export-related processes 
d N ~— E 


Rs 96 crore. Rico Auto, which got its first order from 
GM in 1994, started discussions in 1988. Its current 
exports — Rs 25 crore. 

Doing business with global automotive OEMs is 
no cakewalk. It needs guts, tenacity and determina- 
tion. The rewards take a long time to come. Deep 
Kapuria, president, ACMA, agrees: “With IT down, 
the stockmarkets and media wanted another story 
and found auto components. We grew 38% last year, 
but there is a long way to go. This is not like BPO.” 

So let's take a hard look at how India stacks up 
against its international rivals. 

The US, the world’s biggest auto market, im- 
ported components worth $69 billion last year. Itis a 
good enough proxy for the $750-billion global auto 
parts trade. Last year, India shipped components 
worth $177 million to the US — that’s 0.26% of US 
imports. In the last four years, as India’s US exports 
inched up by $78 million, China’s exports zoomed by 
a billion dollars and it now exports 10 times more 
than India. Thailand does three times more, al- 
though its main market is Japan, not the US. China's 
US export growth rate (27%) and Thailand’s (36%) 
are higher than India’s (25%). So we are not even 
catching up. 

Second, China’s per capita income of $800 has 
driven its domestic automobile industry past the in- 
flexion point. India’s per capita income ($250) has to 
increase to at least $600 before something similar 
can happen here. In 1999, India sold more cars than 
China. Last year, China’s car sales (roughly 1.2 mil- 
lion) was double that of India’s (600,000). “You can- 
not divorce the evolution of the domestic industry 
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from its export potential. It is not conceivable to 
think of exports in isolation,” argues T.K. Balaji, 
managing director, Lucas-TVS, a Rs 450-crore elec- 
trical and fuel systems supplier. 

Finally, the Indian industry is fragmented. Of the 
400-odd component manufacturers, only 30 have 
revenues higher than Rs 150 crore. Two-thirds of the 
industry's players are smaller than Rs 50 crore. Less 
than 15 companies have exports of over $10 million. 
So where is the justification for all the excitement? 


HIS isn't the industry’s first brush with outsourc- 

ing. In 1992, a40-member GM team spent time 

in India and identified about 10 suppliers. 
“Some did not deliver on time, there were quality is- 
sues, and entire consignments were rejected,” re- 
calls Mohan. That was the first wave. 

Then, in the mid-1990s, when Ford, GM and 
Hyundai set up bases in India, vendors got excited 
again. “If we are good enough to supply to Ford and 
GM here, why can't we supply worldwide?” they 
asked. But there were only stray successes. The sec- 
ond wave, too, never took off. The industry wasn't 
prepared — in terms of scale, skills or mindset. 

But there was another reason for the failures. In 
the 1990s, the global automakers had bumper prof- 
its. Ford even registered its highest profit of the cen- 
tury. The OEMs felt no need to cut costs. Naturally, 
they looked at India only with amused interest. But 
the third wave — the current flurry — is different. 

Now the global auto industry is going through 
the worst slowdown in 20 years. Last decade's profits 
have evaporated. In 2002, the Big Three — GM, Ford, 


18 AUGUST 2003 


DINESH KRISHNAN 





and DaimlerChrysler — lost roughly a billion dollars 
each. There is speculation that at least two majors, 
Fiat and Ford, may not live beyond this decade. 
= And according to a recent Detroit Free Press re- 
port, over 200 US suppliers (in the $10 million-$500 
million sales bracket) are in trouble. “Suppliers have 
been filing for bankruptcy at record rates for the last 
few years (though it can be used as a tool to become 
more competitive),” Laura A. Marcero, manager, 
Stout Risius Ross, a US-based turnaround firm, told 
BWin an email interaction. Stout Risius has worked 
with Ford to help troubled suppliers. “Our recom- 
mendation to suppliers (the troubled US ones) ... is 
start buying (companies) or make yourself as attrac- 
tive as possible for a sale,” says Marcero. 
That is why, in the last two years, over a dozen 
„OEMs have set up international purchase opera- 
“tions in India. Ford wants to buy components worth 


$100 million from India this year. Delphi hopes to lift | 


~ goods worth $140 million and increase purchases to 
` $250 million by 2007. Caterpillar, with a $9.4-billion 
annual purchase budget, has what it calls the ‘Big, 
‘Hairy, Audacious Goal’ — to increase outsourcing 
: -from Asia to $1.4 billion from $300 million now. In- 
. ternational Trück hopes to move $300 million of its 
$1.2-billion annual purchases to India by 2007. 
For the first time, the push from Indian suppliers 
“is being matched by a pull from global automakers. 
But both have a painful path ahead. 
Mp ODY shopping — that was how the $9.5-billion 
Buse IT export industry made its humble be- 

y ginning. Cheaper labour was the IT sector's sole 
advange initially. Now the auto component indus- 
try seeks to'ape that model. 

India’s $8 per hour wage rate for skilled labour is 
lower than the’$20 per hour prevalent in developed 
markets. In the forging industry, for example, our 
labour cost is 9.4% of sales, but it is far higher for 
global forging firms like Dana (38.8%) and UEF 
(37.9%). Indian manufacturers spend 3-15% of sales 
on labour cost; global companies spend 20-40%. 

So will the IT approach workin components too? 
No, not in the long run. That's because unlike in IT, 
component makers have to contend with competi- 








tion from China and Thailand. China has larger | 








economies of scale and, in some areas, lower labour 
costs. Thailand has excess capacity (created by the 
Japanese before the East Asian crisis) and depreci- 
ated assets. Their manufacturing costs could, there- 
fore, be lower than India’s. So can India compete on 
factors other than.cost? 

The clues to this. answer can be found inthe in- 
dia experience of two OEMs. 

The engine division of International Truck is the 
latest to set up an international purchase operation. 
The first task before Suresh Babu, director (Asia Pa- 
cific), and his managing director Somu Sundaram is 


| to identify full service suppliers (FSS) for anew en- 


gine to be rolled out in 2007. FSS are vendors who 
design, develop, test, validate, and manufacture 
components. International Truck’s engines power 
Ford trucks. But Ford is demanding big price cuts. So 
International Truck decided to explore India. 

In the last two months, Babu has evaluated 30 In- 
dian suppliers. The results, on the face of it, are dis- 
appointing. Only five or six firms make the cut. 

Ravi Khanna, president and managing director, 
Delphi India, had a similar experience. Last year, he 
put aspiring vendors through a stringent supplier 
evaluation process. “Half the vendors ran away see- 
ing the kind of minute details we were getting into,” 
says Khanna. Since then, Delphi decided to out- 
source its global requirements of fuel handling 


| products such as fuel pumps from India. It has also 
| identified the vendor. But Delphi had a problem. 


The design base for the product (85 designers work 
on it in the US) could not be far from the manufac- 
turing centre. And the Indian vendor did not have 
the requisite skills. So, Delphi is investing $4 million 
ina Fuel Handling Engineering Group (50 seats). and 
test facilities. It will manage the design process while 
the Indian supplier will do the manufacturing. 

The two experiences suggest that there is a miss- 
ing link in the industry's offerings — design, devel- 
opment, testing and validation capabilities. There is 
a reason for this. Historically, vendors have worked 
in a ‘build to print’ mode — domestic manufactur- 
ers give them the drawings and specifications for the 
parts. And, as Bharat Forge’s managing director 
Baba Kalyani says, most global outsourcing con- 
tracts to India and China have been ‘build to print’. 

But over the last five years, 
global automakers have been pass- 
ing on responsibilities of research, 
design, development, testing, vali- 
dation, and integration to vendors. 
They no longer want mere manu- 
facturers; they want full service 
suppliers. And even as OEMs start 
outsourcing from low-cost coun- 
° tries, they want to ensure that the 
new sources have the desired de- 
sign capabilities too. Mere cost sav- 
ings won't do. It’s evident from the 
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GM 


Total purchase 
budget: 
$129 billion 
India outsour- 
cing target: 
N.A. 
Outsourcing 
strategy 
highlights: 





* 7 
Cummins 
Total purchase 
budget: 
$1.6 billion 
india outsour- 
cing target 
N.A. 
Outsourcing 
strategy 
highlights: 

è Engineering 
work . 



































“Total purchase 
` budget: 


$1.2 billion 
India outsour- 
cing target: 
/ $300 million 
in 4 years 
Outsourcing 
strategy 
highlights: 

e Hopes to 
move half its 
annual buys 
to emerging 
markets 

|. Seeks full 

` service sup- 
pliers here 


Total purchase 
budget: 


$9.4 billion 
India outsour 
cing target: 
$1.4 billion 
from Asia by 
| 2003 
Outsourcing 


strategy high- 
lights: 


| tion parts 
a from India 


way the OEMs have been dealing 
with Indian vendors. 

OEMs that have been buying 
from Bharat Forge are now entrust- 
ing it with the task of designing crit- 
ical engine components. Or, take 
the case of Rico Auto, a$100-million 
foundry company. Its first GM order 
was executed on a build-to-print 
basis. In the second order, GM in- 
volved Rico in the design process. 
Rico CEO Arvind Kapur recalls it 


© Mico, 256.5: 
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‘This is an indicative fist 


ing design gap. “Moving one step at 


-a time won't help. We have to 


leapfrog,” argues Balaji. But how? 
The long-term strategy, per- 
haps, lies in setting up design sub- 
sidiaries. These could follow the IT 
example, and pursue global engi- 
neering outsourcing contracts. For 
example, International Truck, 
which has a $200 million-plus R&D 
budget, is seeking to outsource $20 
million worth-of design work. “It 
would be worth the while to work as 


Caterpillar 


was extremely disconcerting to fly 
executives to the US about 70-80 
times every year. “In the third or- 
der,” he recalls, “GM said let us develop this compo- 
nent together.” That experience proved invaluable. 
GM is evidently hoping that Rico’s design skills will 
evolve. Rico, for its part, has invested in a 40-seat 
CAD/CAM centre. Others like the Rane group and 
Indian Pistons, too, are doing the same. 

Slowly, there is a realisation that the design gap 
gives India, thanks to its IT industry, its best chance 
to catch-up with China. As International Truck’s 
Sundaram, who is evaluating vendors in China, 
points out, India’s FSS capabilities, however poor, 
are still better than China's. That is reason for hope. 

When engineering solutions firm QuEST en- 
tered India, it found an abundance of talent. QUEST 
now employs 550 engineers. India's design and de- 
velopment skills are superior to China's. But con- 
verting the skills into capabilities is 
a big challenge. 

Last year, when Jaguar (owned 
by Ford) was looking for a FSS for 
an exhaust manifold, one of the five key engine com- 
ponents, for its brand new 2004 model, Rico armed 
with its spanking new CAD/CAM centre and also 
emboldened by the GM learning, bagged the order. 

Soon Rico realised that it needed outside design 
help. So it hired European design house Ricardo at 
an enormous cost. Rico will start supplies to Jaguar 
soon. “We told Jaguar how expensive it was to out- 
source design,” says Kapur. Jaguar understood. So in 
the next contract starting August, a Rico team will 
work at the Ford Technical Centre to develop the 
component. The learning has just begun. 

There is a moral in this story. Itis simplistic to as- 
sume that our engineers can just flit from shop floor 
to design lab. Line-stops, throughput variance and 
part tolerance are the sort of issues that engineers 
grapple with daily. Design, on the other hand, is epit- 
omised by managed creativity. So a design centre in 
a manufacturing plant may not be a great idea. 

Second, Indian designers are limited by domes- 


brid-engine (which runs on both fuel and electric 
power) when there is no market here? Even if Indian 
manufacturers set up centres, there will be a yawn- 


Figures in Rs crore 


the design back-end for global com- 
ponent makers,” says Fenner’s Mo- 


| han. Even get into body shopping if needed. That 





| could cut short the learning curve. The other option 


is to acquire global design firms. 

But we need to make haste. Global majors aren't 
going to wait for Indian vendors to evolve. Substan- 
tial investments have to be made. Risks have to be 
taken. There is no other way to beat China. 

Sooner or later, the global auto industry will 
come out of recession. Then costs will not be the only 
imperative. Globally, product life-cycles and lead 
times for new product development are shrinking. 


| Component makers, whose development capabili- 


ties can keep pace with those of auto firms, will be 
preferred to low-cost manufacturing sheds. 

Even today, speed of product development is the 
next big imperative after cost. S.D.M. Rao, CEO of the 
Rs 100-crore Hyderabad-based Samkrg Pistons, feels 
his export prospects have improved after he made a 
big investment in a rapid prototyping machine. The 
entire Chennai cluster has only one such machine. 
That too owned by the Anna University! With this 
machine, Samkrg can build prototypes in six weeks; 
it used to take three months earlier. This year, 
Samkrg’s exports may be worth only about $2 mil- 
lion, but it has done something that the industry has 
so far shied away from — invest upfront. 


T’S now time to give up conventional, linear 
growth strategies. Sundram Fasteners is setting up 
a plant in China. Lucas-TVS is thinking of building 
facilities in Iran and China. Bharat Forge’s exports 
surged only after it acquired Coxtal Forgings, a small 
UK-based outfit. Coxtal gave Bharat Forge access to 
12 newclients. Rico's Kapur is trying to build an inter- 


| esting model. If Rico can build enough design exper- 


tise, why not outsource manufacturing from China? 
And if Rico can forge an alliance with a large US- 
based systems supplier, the result could be a potent 
combination of US’ relationship management, In- 


| dia's design skill and China's manufacturing effi- 
tic boundaries. Can a designer build a part for a hy- | 
| soon. Could that be the way ahead? a 


ciency. Expect to hear more about such alliances 


With reports from T. Surendar & Ranju Sarkar 
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Presenting 


Fairmont 


At Hiranandani Business Park - Powai, Mumbai. 


One million sq. ft. of commercial property adorning the skyline of Powai. 
Another million rising up. 


Salient Features 


Impressive Corporate clients: There are over 85 corporates at of Fairmont: 
Hiranandani Business Park, Powai which include Wipro : aay Org 48,000 sq. ft. 
approx. 


Spectramind, Prudential, Maersk Sealand, 
Mentorix, Epicenter, Zenta, P&O Nedlloyd, 
Blue Star Infotech, Colgate, etc. 


* Area available: 10,000 sq. ft. to 
2,40,000 sq. ft. (approx.) 


e Stilt + 5 storeys 
+ Approved as an IT Park 
+ Dual feed power supply 


¢ Telecom: MTNL 
& TATA Tele Services 


¢ Fibre optic cable backbone 


Strategic Location: Proximity to International, Domestic Airports 
& Highways * Major growth centres like SEEPZ & MIDC in the 
vicinity * 8 five-star hotels nearby. 





World of conveniences in the Business Park: 
| 7 Banks & ATMs | RODAS - an Ecotel Hotel | 24-hr. Coffee Shop | Shopping Mall | 
| Multi-speciality Hospital (under construction) | ICSE School | Club House | 
| Leisure and Entertainment Avenues | Residential leasing options available | 


Olympia, Central Avenue, Hiranandani Business Park, Powai, Mumbai - 400 076. 
E-mail: pathare.ashutosh @ hiranandani.net e Website: www.hiranandani.com 


Tel.: 2576 6734 / 45 ° Fax: 2570 6444 
Ashutosh: 9821054714 « Anil: 9820235991 





The effect of an IP VPN 


CORPORATE OFFICE: DishnetDSL Limited, Enterprise Solutions & Services, Sterling Towers, 326 - 327 A 
@ BANGALORE : Manish - (080) 5325480 / 5325481 @ CHENNAI : Aashish - (044) 52125227 / 28269801 @ COCHIN : Adity 
@ KOLKATA : Satadru - (033) 22178675 / 22178676 @ MUMBAI : Kaustubh - (022) 26440044 / 264402 








The Techindlogy from Dishnet can bring a smileto the face of 
“the most demanding Chief Executive Officer. Even in these 
times. 
_ We dothis by Joins arobust, cost-effective and secure 
JP. VPN that reduces costs dramaticalt y and i improves 
efficiency and profits atthe same time: i 


Our Technology ensures that your Network has complete 2 
e Security è Reliability e Scalability — 


As your business needs grow, you will find that we effortlessly 
“keep pace. Whether your needs are as simple. as additional 

bandwidth or specialized services like Disaster Recovery 

Solutions. 

And should you ever need it, highly trained service engineers 

will be available to take care of every eventuality. 


Only DishnetDSL gives you: 


e STM4 (622 Mbps) optic fibre network in the country. 
® 42 city coverage. 

e Complete redundancy, monitoring and control. 

è Latency of less than 70 milliseconds. 

e SLA guarantee at 99% uptime. 

e Last-mile access over leased lines, DSL or wireless. 


What's more, just compare our prices with others 
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| 128Kbps | sase 4 
| 256 Kbps i 89.760 | 
| = 512Kbps 1,61520 | 
|- 1 Mbps 5 “ 3,05,040 

| 2Mbps | 592,080 








Call us for an IP VPN configured anectally 
for your needs or e-mail: ess@ddsl.net 


INTAINHEAD < Baca - 






Experience the full power rote the nat 
www.ddsl.net 





a Chennai - 600 006. Ph: (044) 24313068 / 24313001-15:@ AHMEDABAD : Sidharth -.(079) 6404066 / 6404067 
2383590 / 2383591 @ COIMBATORE : Rajan - (0422) 2212886 / 2215713 @ HYDERABAD : Gopal - (040) 55519004 / 23241751 
LHI : Sanjana - (011) 26816938 / 26816880 / 26816881 @ PUNE: Vijay Jha - (020) 6305127 / 6305136 
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They had better watch out for some nasty bends... 
f 





Product Liability 


| When Telco recently introduced a supplier qual- 
ity agreement, one clause raised the hackles of ven- 
dors — they have to pay punitive damages for poor 
quality, line stoppage, product recall, and the like. 
That vendors were miffed shows that Indian sup- 
pliers are not yet prepared for global business. No in- 
ternational OEM will sign a purchase =" @ 


M. ANAND, T. SURENDAR 
& RANJU SARKAR 





OR a decade, the In- 
dian auto component 
industry had to be con- 
tent with driving the safe 








streets of the domestic mar- | that does not have a ‘product liability’ clause. 
s ket. It was the rare company that got S If an OEM like Ford or Delphi suffers a line 
. a chance to venture onto the auto- stoppage due to a vendor problem, it will im- 
a bahns of the global market. Now the a? pose a penalty of $5,000-15,000 a minute, or $9 2 
ky time has come to charge these high | million a day, which could wipe out a year’s s 
roads — roads that are dotted with $750- ea profits of even large companies like Sun- 
billion worth of business. Enormous op- dram Fasteners. “Even if there are no de- 
portunities lie in store, but so do unseen fects..., even if all of them are delivered in 


dangers. “The global automotive industry time, the production line will stop 
is brutal; it is a double-edged sword. Some Ht even if one document is not in 
companies are bound to get hurt,” warns Del- place,” warns Delphi's Khanna. 
phi India’s president and managing director abe The liability can be higher 





Ravi Khanna. if vehicles are 

First, there are the operational challenges — 
quality, scale, logistics, and the like. “Mentally, most 
OEMs (original equipment manufacturers) have 
made the decision, but operationally, there is still a 
long way to go,” says Suresh Babu, director (Asia-Pa- 3 
cific), International Truck, a $6.8-billion truck and | recalled due to component problems. “We are yet to 
engine manufacturer. Khanna adds: “Both the sides | understand the full ramifications of these issues,” 
have to first learn to do business with each other.” | says Deep Kapuria, president, Automotive Compo- 
nents Manufacturers Association (ACMA). 

Insurance is a safeguard, but a $5-million prod- 
uct liability insurance (the minimum cover avail- 
able) costs $50,000-60,000. For small companies, 
that’s almost 5% of sales. As Bharat Forge CMD Baba 
Kalyani says: “It could be a cost issue for companies 
doing only $2 million in exports”. 

One solution is to set up a world-class testing and 
validation facility. But that means huge investments 
which small players can’t afford. Kalyani plans to get 
several firms together to set up sucha facility in Pune. 

Indian firms haven't faced any problems yet, but 
“Thailand sources are shying away from exporting to 
the US because of product liability problems they 
faced in their exports to Japan,” says Babu. 


T.K. Balaji, 
Lucas-TVS 


He is exploring 
the possibility 
of setting up 
manufacturing 
facilities in 
China and Iran 


Working Capital Pressure 


S.K. Arya, the managing director of Jay Bharat 
Maruti, has been supplying sheet metal parts to 
Maruti ever since the first 800 rolled out. He takes less 





R.A. CHANDROO 





BUSINESSWORLD 36 18 AUGUST 2003 








than a day to ship the parts and has 
a total inventory of less than seven days. 
Maruti pays him every seven days. His working 
capital requirement, therefore, is two weeks’ sales. 
That equation changed dramatically with his first 
export order. Transit time is now one month; he has 
to maintain one-month stock at the OEM location; 
he is paid every three months — that’s a working cap- 
ital requirement of five months’ sales! The Rs 500- 
crore group expects to export products worth Rs 25 
crore this year. “If volumes surge, there could be 
enormous pressure on working capital,” says Arya. 
That’s notall. Initially, the logistics cost for this or- 
der was 26% of sales. The OEM intervened with the 
international logistics provider to get the cost down 
to 12%. His logistics cost for Maruti: 2% of sales. “Cost 
expectations of global OEMs are high. A 15-20% price 
reduction means 25-30% for us. That’s not possible 
unless we do dramatic value engineering,” he says. 


Union Backlash 

During his US visit to gain outsourcing business for 
India, ACMA president Kapuria was at his diplomatic 
best. “We have come to collaborate, not compete,” 
he told US component makers. Sourcing parts from 
low cost countries means business and job losses in 
the US. This could trigger stiff opposition given the 
slowdown in the US economy and spiralling unem- 
ployment rates. The fear of a backlash is real. 

For instance, a few years ago, GM Canada 
stopped buying individual components and started 
sourcing modular assemblies from Tier I suppliers in 
Canada. When GM tried to transfer its workers to the 
suppliers at lower wages, there was great resistance 
in Canada — and the US. The protests will be vehe- 
ment if jobs move to countries like China and India. 

Companies like Ford handle any communica- 
tion of their outsourcing strategies with extreme cau- 
tion. “There will be resistance for every component 


that is outsourced. We have to fight for every | 


$100,000 order,” says an Indian supplier. “Unions are 
always concerned about losing jobs,” says Laura 
Marcero, manager at US-based consultancy Stout 
Risius Ross, which works with troubled vendors. 


Yet, there is one reason to be hopeful. “The big | 


item... for this year’s negotiation (between unions 
and manufacturers) appears to be healthcare and 
pensions. The OEMs and unionised suppliers are... 
burdened with legacy costs (of healthcare and pen- 
sion benefits). The unions may be willing to allow... 
some plant closures (due to outsourcing) in order to 


AUTO COMPONENTS 


save... (these) benefits,” says Marcero. 


Collaborator Conflict 


The world is the market, or so thought some manu- 
facturers. Not quite, if you have an international 
technology collaborator. More than 60% of medium- 
sized suppliers source technology from global firms. 
Most of them have to play second fiddle to their col- 
laborator in the export market. To get around that, 
Sona Koyo Steering plans to focus on niche markets 
so small that they don't interest Koyo. For all other 
opportunities it works in tandem with Koyo. “The 
first thing I have to do before making a pitch to an 
OEM is to make sure that my collaborator isn’t doing 
business with it. Half the time is wasted trying not to 
step on my collaborator's toes,” says.a Chennai- 
based producer. “Firms without collaborations have 
a better chance on the export front,” says another. 


Project Management 


Rajiv Bajaj, the head of exports at Rico Auto, runs his 
department like an IT company. He has account 
managers to deal with clients. And project leaders, 
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Baba 
Kalyani, 
Bharat 
Forge 

The head of 
one of India’s 
largest compo- 
nent makers is 
trying to get 
several small 
companies 
together to set 
up a testing 
and validation 
facility in Pune 


HEMANT MISHRA 





who pull in resources across departments. This is a 
radical departure from the industry norm. 

Component makers always worked with rigid de- 
partmental structures. For, in the domestic market, 
product development lead times were comfortable 
and client-response time, even more so. But on the 
export front, customers demand rapid-fire re- 
sponses — in two hours versus two days earlier. 

To build that kind of speed, existing organisa- 
tional structures have to be torn down. Kalyani calls 
it ‘the ability to globalise the internal organisation’. 

When Bharat Forge gets a customer complaint, 
the project leader puts together a cross-functional 
team— a metallurgist, a design engineer, a manufac- 
turing guy, and a quality person. “Eight years ago, the 
boss would call three of his subordinates... you do 
these, you do these, and you do these. And the prob- 
lem would resurface after few months. It was a top- 
driven process,” says Kalyani. Now there is seamless 
integration of white-collar and shopfloor workers. 
“We started this transformation in 1987 and it took us 








— A letter from Detroit 


May a 1 35-member ACMA 
gation (comprising mostly 


| Corporation sets the balt 


he Detroit-based purchase manager of all original 


Vi leo-confarence 





id (from Delphi), it put enormous 


ahead of the rest. It w 
_ quotations and product dra 





i 
i 





of its purchase managers based all over the 


ee e ins some time for GM. In the end, 


BUSINESSWORLD 38 18 AUGUST 2003 


7-8 years to have something like a global organisa- 
tion; not perfect, but... (one) that delivers,” he says. 
There is another mundane problem. Big au- 
tomakers expect seamless integration with the ven- 
dor’s IT systems. As a result, a small vendor doing 
business with four OEMs has to ensure his systems 
talk to all their systems. Says a Telco executive: “We 
want a seamless connection with our vendors. It is 
imperative for them to use our systems.” Amforge, 
which supplies to Bajaj Auto and Telco, maintains 


| twoseparate IT systems. For small vendors who want 


to supply to piece-meal export orders, “investing and 
maintaining a host of IT systems is a headache”, says 
a Pune-based auto component supplier. 


Free Capacity Syndrome 


Much of the capacity expansion in auto components 
took place before the last auto boom in 1996-98. For- 
eign car makers like Ford, Hyundai and Daewoo had 
just set up shop in India. Subsequently, market gro- 
wth fizzled out and component makers posted poor 
performance even as they paid interest on 
their old investments. That is reflected in 
their high debt-equity ratios. Bharat Forge's 
ratio is as high as 2 (though it’s an improve- 
ment from the previous year's 4.1). Rico's is 
at 1.4 (down from 1.8 year ago). 

Three years ago, when its sales and prof- 
its dropped sharply due to the domestic re- 
cession and consequent pricing pressure, 
the $70-million Sona group began to lookat 
exports. Sona is not an exception, but the 
rule. Dealing with idle capacity is the reason 
why most suppliers begin to think of export. 

Now, unlike earlier, the surge in export 
interest coincides with a domestic boom. 
Car sales in India have increased to 540,000 
last year compared to 400,000 in 1999. Most 
component production lines are working 
hard to cater to this demand. Because, in 
the short run, domestic orders are more 
lucrative than export — they materialise 
faster. Says the Telco executive: “Our suppli- 
ers should... grow with us. That is an essen- 
tial criterion to be one (a supplier).” 

At such times, if global outsourcing 
takes off, vendors may be crippled with a 
capacity shortage. “There is a worry that ca- 
pacity itself may be a constraint to exports,” 
concedes Arya. Historically, vendors have 
shied away from making upfront invest- 
ments. The time lag before such capacity 
comes up could hamper export growth. 

Meanwhile, players with excess capaci- 
ties bid more aggressively than players who 
don't. Thailand has huge surplus capacity. 
Despite its fears of US regulations, it could 
take over those outsourcing highways. 
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Hiranandani homes - exemplifying fine living 


Hiranandani, internationally known construction company is famous for creatings townships, which 
are full of happiness, smiles, satisfaction, nature, emotions, success, dreams, in short, they have 
fulfilled the dreams of many people about their home. 


THE PROJECTS: 

Hiranandani Gardens - Powai 
Hiranandani Meadows - Thane 
Hiranandani Estate - Thane. 
Bianca - Yari Road, Versova. 
Hiranandani Gardens 

Upcoming projects - Tivoli 
Hiranandani gardens is landmark project by 
the group. Following a mix-use development 
pattern, the group has constructed India’s fin- 
est privately developed mini-township. 
Spread in 300 acre land amidst Powaihillson 
one side and Powai lake on the other, the 
township has more than 2800 apartments with 
all the modern amenities viz, ICSE school, 
Club house, shopping malls, supermarket, 
boutique, hotel, Leisure and entertainment 
avenues. Hiranandani gardensis impressive 


__ litsscale and diversity, with every need and 


- desire catered toin the finest fashion. Resi- 
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growth. For several companies here, 
growth has been so spectacular that 
they are doubling, even trebling 
their original office sizes. And the 
reasons are as clear as daylight- the 
strategic location, the easy accessi- 


excellent staff accommodation in 
nearby. Businesses of several com- 
panies who have their offices here 
have zoomed. And they have ex- 
panded their premises. 
Hiranandani Gardens. Just proves that 
Hiranandani Business Park is Mumbai's favor- 
“ite business destination, for diverse indus- 
tries like FMCG, Engineeting, Shipping, 
Pharma, and IT. 

Fairmont: Is an business place specially de- 
signed for IT and BPO’s.It provides all the 
facilities of an IT park. 

Floor plate: 48000 sq. ft. (approx). 

Stilt + 5 storeys 

Approved as an IT Park. 

Fibre optic cable backbone. 

It is situated in the heart of Hiranandani Gar- 
dens. Hence itis very first fully equipped 
business cum IT park, designed fo meet the 
challenges of modem business. Located in the 


_vineinity are growth centers like SEEPZ, 


» MIDC Andheri-KurlaRoad which house ma- 
jorsoftware giants and companies from di- 


"verseindustry Spectrum. The area also has a 





ue advantage in terms of offering resi- 


< dential options for the employees of the 
‘ - Corporates on | leave and licsence basis. Thse 
$ feaa 


fromaffordable to kanien: 


aaron 
offices spaces (350 sq.ft. to 740 sq. ft.) It can 


i _ meet the requirements of corporates with ap- 


- proximately -ft. area on one floor, ona 

ee \ercial pi 
elegant, affordable, flexible office 

premises desgined to provide serene, eco- 


ay „zero stress and high tech working 
ka environment. It offers a unique combination 


~ of affordable commercial space and housing 


options in the complex for the employees. 
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Hiranandani Meadows. 


Upcoming projects- 
Whitefields. 

The Thane group launches yet another town- 
shipat Thane. Christened Hiranandani Mead- 
ows, the venture, spread over 40 acres prom- 
ises to transform the skyline of Thane giving 
it a modern and majestic look. Gladys 
Alwares Road, the address of Hiranandani 
Meadows, is an elegant residential 
neighbourhood situated at Pokhran road. 
Close to the highway Meadows is even closer 
to the elements of nature. Hazelnutand 
Witefield and newly launched Mayflower are 
the residential towers that introduce 
Hiranandani Meadows. Ultra modern fittings 
and fixtures and high speed elevators makes 
Hiranandani Meadows stand apartin Thane. 
Wide cleanroads, bright street lights, vast 
landcaped gardens, children pplay areaas, 
gorgeous club house with complete recre- 
ational and community facilities, beautiful 
swimming pool, lively shopping centers, 
food couts and variety of entertainment -~ 
opportumities, provides vibrant leisure fa- 
cilities for entire family, 

Bianca—Yari Road, Versova. 

Just throw astone from Versova Beach, nestled 
in cool, green envirn off Yari road, Bianca is 
the new Hiranandani tribute to Versova. A 14 
storey aesthetically deisgned residential tower 
comprises 2 identical wings. There are 2/3BHK 
apartments per floor in each wing. Tall green 
plamsadd tothe beauty of this popular, prime 


Mayflower, 


residential neighbouhood. ‘Adjacent to the plot 


isa huge reserbed garden. While the quite, 

ambient location is away from traffic and con- 
gestion, all conveniences are athand. Access 
to the airports, railway stations and highways 
is quick and easy, with the BESt bus depotjust 
a few steps away. E 
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you won't be surprised to see 
the shelves sagging with Chi- 





thing from shoes and gar- 
ments to toys and electronics. But the 


ubiquitous ‘Made in China’ label obsc- | 
| line numbers, India is still no match for 


ures an important point: few of these 
products are made by indigenous Chin- 


ese companies. That is because China's | 


export-led manufacturing boom is larg- 
ely a creation of foreign direct invest- 


ment (FDI), which serves as a substitute | 
for domestic entrepreneurship. During | 
the last 20 years, the Chinese economy | 


has taken off, but few local firms have 
followed, leaving the country’s private 
sector with no world-class companies 
to rival the big multinationals. 

India has not attracted anywhere 
near the amount of FDI that China has. 
That's partly because China has a large 


and wealthy diaspora that has long | 
helped the motherland while the Indian | 
diaspora was, until recently, resented for | 


its success and much less willing to in- 
vest back home. Delhi instead provided 


amore nurturing environment for do- | 


mestic entrepreneurs. India has spaw- 


ned a number of companies that now | 
compete internationally with the best | 


that Europe and the US have to offer. 


Moreover, many of these firms are inthe | 


most cutting-edge, knowledge-based 
industries — like Infosys and Wipro in 
software and Ranbaxy and Dr. Reddy's 


nese-made goods — every- | 


ALK into any Wal-Mart and | 





Yasheng Huang 
is associate professor 


MIT Sloan School of 


Management, and 


author of Selling 


China, a book on FDI 


during the reforms era 


Tarun Khanna is 
professor at Harvard 


Business School 


Labs in pharmaceuticals and biotech- 


the biggest beneficiaries of such con- 
straints. In 1992, the income accruing to 
foreign investors with equity stakes in 
Chinese firms was only $5.3 billion; to- 
day, it’s more than $22 billion. (This 
money does not necessarily leave the 
country; it is often reinvested.) 


The Mogul As Hero 


During the last decade, Delhi has 
backed away from micromanaging the 
economy. True, privatisation is pro- 
ceeding ata glacial pace, but the govern- 
ment has trimmed bureaucracy a bit 


| and a number of industries have been 


opened to private investment, includ- 


| inginvestment from abroad. 


Yes, it can 


As a result, entrepreneurship and 
free enterprise are flourishing. In a re- 
cent survey of leading Asian companies 
by the Far Eastern Economic Review, In- 
dia registered a higher average score in 


| leadership performance than any other 


nology. Last year, the Forbes 200, an an- | 
| and professionals in a dozen countries). 


nual ranking of the world’s best small 
companies, included 13 Indian firms 
but just four from mainland China. 
When it comes to gross domestic 
product (GDP) figures and other head- 


China. At the micro level, though, India | 


displays every bit as much dynamism. 


By relying mainly on organic growth, In- | 
dia is making fuller use ofits resources | 
and has chosen a path that may well de- | 


liver more sustainable progress than 
China's FDI-driven approach. “Can In- 


dia surpass China?” is no longer a silly | 


question. Ifit turns out that India has in- 
deed made the wiser bet, the implica- 
tions — for China's future growth and 
for how experts think about economic 
development — could be enormous. 
The fact that India is building from 
the ground up while China is pursuing a 
top-down approach reflects their con- 


trasting political systems: India is a | ~ 


democracy and Chinais not. 

China has been far bolder with ex- 
ternal reforms but has imposed sub- 
stantial legal and regulatory constraints 
on indigenous, private firms. These re- 
strictions were designed not to protect 


Chinese entrepreneurs from foreigners | 


but to prevent private domestic busi- 
nesses from challenging China's state- 
owned enterprises (SOEs). 

Foreign investors have been among 
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country in the region, including China 
(the survey polled over 2,500 executives 


Only two Chinese firms had scores high 
enough to qualify for India’s Top 10 list. 
All of the Indian firms were private ini- 
tiatives; most of the Chinese ones had 
significant state involvement. 

Indeed, entrepreneurs in India have 
become folk heroes. For instance, 
Narayana Murthy, the 56-year-old fou- 
nder of Infosys, is often compared to Mi- 
crosoft’s Bill Gates and has become a 
revered figure. These success stories 
would never have happened if India 
lacked the infrastructure needed to sup- 
port Murthy and other would-be mog- 
uls. But democracy, a tradition of entre- 
preneurship, and a decent legal system 
have given India the underpinnings 
necessary for free enterprise to flourish. 
Property rights are not fully secure, but 
the protection of private ownership is 
certainly far stronger than in China. 

These traditions and institutions 
have proved an excellent springboard 
for the emergence and evolution of In- 
dia's capital markets. Distortions are still 
commonplace, but the stock and bond 
markets generally allow firms with solid 
prospects and reputations to obtain the 
capital they need to grow. In a World 
Bank study published last year, only 
52% of the Indian firms surveyed re- 
ported problems obtaining capital, ver- 
sus 80% of the Chinese companies 


polled. Corporate governance has also 
improved dramatically. In a survey of 25 
emerging market economies con- 
ducted in 2000 by Credit Lyonnais Secu- 
rities Asia, India ranked sixth in corpo- 
rate governance, China 19th. 


Dollars And Diasporas 


If India has so clearly surpassed China at 
the grassroots level, why isn't its superi- 
ority reflected in the numbers? It is 


worth recalling that India’s economic | 


reforms only began in earnest in 1991, 
more than a decade after China. In addi- 


tional savings rate half that of China's 
and 90% less FDI. Moreover, India is a 
sprawling, messy democracy riven by 
ethnic and religious tensions as well as a 
volatile dispute with Pakistan over 
Kashmir. China, on the other hand, has 
enjoyed two decades of relative tran- 





ever, India may soon have the best of 


both worlds: it is poised to reap signifi- 
cantly more FDI in the coming years. Af- 
ter decades of keeping the Indian dias- 
pora at arm's length, Delhi is now 
embracing it. Earlier this year, the gov- 


| ernment held a conference on the dias- 


pora that many prominent non-resi- 
dent Indians (NRIs) attended. 

During the 1990s, more than half of 
China’s FDI came from overseas Chi- 
nese sources. The billions of dollars that 


| came from Hong Kong, Macao and Tai- 
| wan may have inadvertently helped 
tion, India has had to make dowithana- | 


Beijing postpone politically difficult in- 
ternal reforms. For instance, because 


| foreign investors were acquiring assets 


| the foreign money flowing to 


quility; apart from Tiananmen Square, it | 


has been able to focus almost exclu- 
sively on economic development. 
That India’s annual growth rate is 


only 20% lower than China's is then are- | 


markable achievement. And, of course, 
whether the data for China are accurate 
is an open question. The speed with 
which India is catching up is due to its 
efficient deployment of capital and 
China's inefficiency — much of the 
money has been frittered away on SOEs. 

In the early 1990s, when China was 
registering double-digit growth rates, 
Beijing invested massively in the state 
sector. Most of the investments were not 
commercially viable, leaving banks with 


| not match the Chi- 
| nese diaspora as far 


| ally in Silicon Valley. With the 
| help of its diaspora, China has 


non-performing loans of about 50% of | 


bank assets. At some point, the capitali- 
sation costs of these loans will have to be 
absorbed, either through write-downs 
(depositors will bear the cost) or recapi- 
talisation of the banks by the govern- 
ment, which diverts money from other, 
more productive uses. This could limit 
China’s future growth trajectory. India’s 
banks may not be models of financial 
probity, but they have not made mis- 
takes on nearly the same scale. 





The real issue, of course, isn’t where | 
China and India are today but where | 


they will be tomorrow. The answer will 
be determined, greatly, by how well they 
utilise their resources. Here, India is do- 
ing a superior job. Is it pursuing a better 
road to development than China? We 
won't know the answer for years. How- 


| 


from loss-making SOEs, the govern- 
ment dragged its feet on privatisation. 

Until now, the Indian diaspora has 
accounted for less than 10% of 


India. With the welcome 
mat laid out, direct inve- 
stment from NRIs may 
increase. And while 
Indians abroad can- 





as ‘hard’ capital 
goes, they have alot 
of intellectual capi- 
tal to contribute. 
The Indian dias- 
pora has made aname 
for itself in knowledge- 
based industries, especi- 





won the race to be the world’s factory. 
With the help ofits diaspora, India could 
become the world’s technology lab. 
China and India have pursued radi- 
cally different development strategies. 
India is not outperforming China over- 
all, but it is doing better in certain key ar- 
eas. That may enable it to catch up with 


and, perhaps, even overtake China. If 


that’s the case, it will not only demon- 
strate the importance of homegrown 
entrepreneurship to long-term devel- 
opment, but it will also show the limits 

of China's FDI-dependent approach. 
Adapted with permission from 
FOREIGN POLICY 137 (July/August 
2003), www.foreignpolicy.com. 
Copyright 2003, Carnegie Endowment 
for International Peace. 
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THE INDIA-CHINA DEBATE 


Can India 
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FTER prime minister A.B. Vaj- 
payee’s visit to Beijing last 
month, a friend who was part of 
his media entourage shared 
this vignette with me. She said 

when the journalists drove through 
Jianguomenwai, the gleaming heart of 
modern Beijing, everyone was in sullen 
awe of China’s newfound wealth and 
progress. But when they turned into 
some of the city’s derelict hutongs, or 
traditional courtyard house neighbour- 
hoods, there was much excitement all 
around. “See, see,” one of the journalists 
said. “The moment you go away from 
the main areas, everything is a mess.” 

Pride often prejudices India’s judg- 
ment of China. In the run-up to Vaj- 
payee's visit, countless articles argued 
that China's development is hollow 
while India is on the real path to 
progress. (The Chinese press did not 
run any such articles. It was too busy 
benchmarking China against the US.) 

Tarun Khanna and Yasheng Huang 
hinge their case for India around the 
idea that India has more world-class 
firms and more effective financial mar- 
kets than China. They argue this stems 
from India’s pursuit of organic growth 
via private businesses as against China's 
reliance on FDI and its public sector. 

Generally, analysts judge a nation’s 
success by different criteria: 

Human development. The most 
meaningful measure of a nation’s pro- 
gress. UNDP figures reveal China is far 
ahead of India in per capita income, lit- 
eracy, life expectancy and quality of life. 

Adaptability. Self-criticism and a 
willingness to change have brought 
China great social and economic pro- 
gress. Even politically, where China is 
weakest, it has travelled further than In- 
dia given where it was in 1979 when 
Deng Xiaoping began reforms. 








Current achievements and forward 
orientation. China is the world’s third- 
largest economy and it is using its new- 
found wealth to build world-class pub- 
lic infrastructure. President Hu Jintao 
plans to bring a renewed emphasis to 
social equality and political reform. 

Even if one limits the discussion to 
Khanna and Huang’s microeconomic 
parameters, a fuller consideration of the 
facts reveals a different picture. 

India relies almost as much on FDI 
as China. India’s method of measuring 
FDI does not conform to global stan- 
dards for it excludes foreign commercial 
loans, reinvested earnings and subordi- 
nated debt. In China's case, one has to 
eliminate ‘round tripping’ (the process 
by which domestic firms route money 
into China from overseas). According to 
the International Finance Corporation, 
if figures were ‘normalised’, India’s FDI 
would increase from $2 billion a year to 
$8 billion (1.7% of GDP) and China’s 


would drop to $20 billion (2% of GDP). | 


Not a lot of difference — which means 
China's growth is as organic as India’s. 

And if one excuses India’s poor 
macroeconomic performance because 
it began reforms six years after China, 
then one must see that China started 
building its private sector and financial 
markets a century after India. China's 
first stock exchange opened in 1986, 112 
years after the Bombay Stock Exchange. 
(And China's current market capitalisa- 
tion is, at least, equal to India’s.) 

Raising capital is difficult for Chin- 
ese firms, but the pressure to manage 
with internally generated funds forges 


them into lean enterprises. Also, China's | 


Officials are as corrupt as and more con- 
trolling than India’s, yet they have not 
turned China into a high-cost economy. 


This combination ofrevenue-driven | 


R&D and low production costs is turn- 
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ing many Chinese companies into 
global players in industries like con- 
sumer durables, electronics, construc- 
tion, hardware, textiles, alternate energy 
and is even making a play in software. 
India is globally competitive only in 


| software and pharmaceuticals. 


The ‘Made in China’ label is also giv- 
ing way to the ‘Made by China’ brand. In 
1980 China had almost no domestic 


| brands. Today, its Top 5 brands are 


worth $13 billion. Brands like Haier ap- 
pliances, Tsingtao beer, Flying Pigeon 
bicycles, TCL and Legend Computers 
(the world’s third-largest PC manufac- 
turer) are entering the global markets. 
Fiona Gilmore, the co-author of Brand 
Warriors China, says that in 10 years, at 
least one of the world’s Top 10 brands 
will be Chinese. In contrast, there is not 
a single Indian global consumer brand. 

Of course, China's state enterprises 
are bloated and inefficient and its banks 
are in worse shape. But despite India’s 
deeper financial markets, most Indian 
companies are undercapitalised, ineffi- 
cient and reluctant to invest in R&D. 

The blame for this may lie in some- 
thing Khanna and Huang celebrate — 
the cult of the Indian industrialist. In- 
dian business leaders rarely take their 
companies ‘really public’; and there is 
little pressure on them to do so. Hence, 
most major companies remain family- 
controlled, which seriously limits their 
growth and professionalism. 

Perhaps this is why it took India 112 
years to have 13 ofits 10,000 public firms 
on Forbes’ list of the world’s best small 
companies. It has taken China only 17 
years to have four firms on the same list 
despite the hurdles before private entre- 
preneurs. With the Communist Party 
now accepting entrepreneurs as mem- 
bers, these hurdles may be removed, 
giving a fillip to private enterprise. 


Even today, China has more ‘world- 
class companies’ than India if you count 
its private manufacturers — which 
Forbes does not. If Sundram Fasteners is 
considered one of India’s best compa- 
nies when itis simply a manufacturer of 
parts for General Motors, Chinese man- 
ufacturers making products to global 
needs should also make celebrity lists. 

Like the small, innovative Shanling, 
a maker of high-end audio equipment. 
Or the Shenzhen-based Byd Co., a 
small-time watch battery maker and 
now one of the world’s largest suppliers 
of cellphone batteries. Indian firms are 
so outclassed by such firms that Delhi 
shops stock ‘Varanasi’ saris from China 
and Kashmiri carpet shops sell more 
Chinese carpets than local ones. 

True, China's system of government 
lets itact more decisively than India. But 
more than systemic differences, it’s atti- 
tudinal differences that explains the ‘de- 
velopment delta’ between the two. 

There is little doubt it is committed 
to development. Every year China sends 
hundreds of bureaucrats abroad for 
training — 22 at Harvard’s Kennedy 
School in the year I studied. That year, 
only two were Indian officials of the elite 
IAS cadre and both had arranged their 
own funding. 

Asaresult, Chinese ministry officials 
are more competent and clued in than 
their Indian counterparts. This is also a 
reflection of history. India has always 
been ruled by what academics politely 
call ‘an extractive elite’; China has had 
authoritarian rulers who justify their 
rule by performance— what Sinologists 
poetically call the ‘mandate of heaven’. 

The plain fact is China manages its 
foreign and domestic issues more prag- 
matically than India. Strategically, it has 
encircled India via military ties with 
Burma, Bangladesh — and Pakistan. 

Domestically, China faces separatist 
movements (in the western Tibet and 
Xinjiang regions), and its problems with 
Taiwan are every bit as emotional as In- 


dia's conflict with Pakistan. Yet China | 


has focussed on economically develop- 
ing its ‘wild west’ and nurturing strong 
trading ties with Taiwan, which has in- 
vested over $30 billion in the mainland. 
If only the Indian diaspora proffered 
such investment! But it does not, both 
because it doesn't have the money and 
because it does not see India as a wise 





investment. Indians abroad seem more 
interested in lobbying their govern- 
ments to support India over Pakistan. 

This jingoistic obsession with Pakis- 
tan worries investors. China’s pragmat- 
ism reassures them. The World Business 
Environment Survey says China is seen 
asa safer place to invest. After all, the last 
time extreme politics killed 2,000 people 
was at Tiananmen Square in 1989; in In- 
dia, it was in Gujarat in 2002. 

The sad truth is India has not tended 
to its great institutions of secular demo- 
cracy and an impartial legal system. 
Every day columnists and citizens decry 
the decay in its polity and judiciary. And 
while its constitution enshrines access 
to justice and power, millions of Indians 
live under a local tyranny at least as bad 
as China's. Perhaps this is because In- 
dia’s political set-up is a British 
imposition, not fully in sync 
with Indian ethos. 

China is less free 
than India, but its 
overall direction has 
been towards more 
freedom. Govern- 
ment intervention 
in personal lives 
has sharply redu- 
ced. Villages in 
China elect their 
own leaders. Civil 
protests, once unthin- 
kable, are common. 

Sure, political instabil- 
ity could wreak this. But I ; 
doubt it will happen — unlike in 
India, in China, most people feel they 
have a stake in their nation. They are 
chary of fighting for the freedoms they 
believe they could soon get anyway. 

India has the desire to be great, and 
the potential. But its isolation from the 
great wars and revolutions of the 20th 
century meant that much of the think- 
ing that ossified Indian society in earlier 
centuries exists even in this one. India 
knows what it has to do; but not how to 
overcome the age-old obstacles to do it. 

Perhaps India can take a page out of 
China’s book — enact land reform, in- 
vest in primary education and R&D, give 
people basic human dignities and then 
more real economic and political free- 
doms. If it cannot, even if it develops 13 
more world-class firms, as a nation, it 
will be an apology of what it could be. Wi 
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__SONY ENTERTAINMENT TELEVISION © 


He has brought Sony back into the 













OU can never predict howa 
meeting with Kunal Dasgupta 
will go. Ifhe is in a good mood, 
` he can be the best interviewee 

in the world. But God forbid, if 

he is a bit ‘off’. All you will get 
are monosyllables. So, as I enter his 
- room ona rainy afternoon in Mumbai, I 
~.. am worried. Itis important that he talks 
`- because this article is as much about 
Kunal Dasgupta as it is about Sony En- 
tertainment Television (SET), the com- 


years. Of these, the last two have been 
particularly nerve jangling. Everything 
that could go wrong did. Ratings and 
revenues plummeted and Dasgupta’s 
crack team, the one that made Sony one 
of the country’s largest broadcasters, 
broke up. At one point in 2001, Das- 
gupta is rumoured to have almost lost 
his job. Miraculously, he hung on. 
_, What's more, in arguably the biggest 
gamble of his career, he convinced his 
board to bid an estimated $250 million 
“or roughly Rs 1,150 crore for the satellite 
telecast rights to two cricket World 
‘Cups, three International Cricket Coun- 


cil tournaments and the under-19 | 
World Cup. It was a-crazy price consid- | 
ering that ESPN made just $24 million | 
on the last World Cup ona price of $12 | 


million. Sony’s teetering topline could- 


n't take it, reckoned rivals. The buzz — 
| No. 2 fo Starin the Rs 10,000-crare 


> throughout 2002 was that Dasgupta, 


-pany he has headed all through its eight _| 


now pushing 50, would definitely lose | 


his job with this decision of his. 
He did not. With providence and 
Mandira Bedi on his side, Dasgupta’s 


reckoning once more. But can he fix 
it for good NOW? by vanita Kohli-Khandekar 


| utive vice-president, SET; Rohit Gupta 


gamble worked. Channel share and rate | 


ings have risen. (See ‘Reach and Chan- 


stagnant under Rs 500 crore in March 
2002, they have risen 60% to Rs 800 crore 
this year purely on the back of the ICC 
World Cup. Whether he eventually 
makes money on the Cup or not will be 
obvious only four years later. But the 






ment banking circles is about Se 
the value it could fetch if it law 
long-awaited initial public offer (PC 
While it may still not be the darling 
of the masses, S learly back to be- 
ing a respectable, ifsoniewhat distant, 








broadcasting market. There is an inter- 
esting new team in place -—~ Sunil Lalla 
(of MTV fame) has taken charge as execs 


(formerly with Xerox-ModiCorp) is now 


heading ad sales; Shantonu Aditya, for- 
nel Shares’). So have revenues. From a | 


buzz these days in Mumbai’s invest- | 
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mer CEO of Hydrogas India, now heads 
One-Alliance, Sony's distributionarm, 

and Rajat Jain, formerly with the Agrani 
Satellite Project isthe business head of 
MAX. Shows like. Devi, . Saribhet 
Asambhav and movies like Lagaan are 
helping the channel climb up the rating 
charts and prime time ad rates.are üp 
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25-30%. Once again —thisisthethird =~ 


time actually — the doughty Dasgupta 
has brought Sony back from the brink. 
The biggest compliment for his efforts 
came from the Sony board recently. It 
has given him a three-year extension. 

That doesn’t give him too much 
time. Consider that the World Cup is 
over and there are four years to go before 
the next one. How will Sony grow? Will it 
be a company that hiccuped its way to 
Rs 800 crore and then stopped or will it 
be a company that delivers year-on- 
year growth and returns for its investors 
— eight of whom are Indian, Sony Corp 
and Singapore-based foreign institu- 
tional investor (FI) Capital Interna- 
tional? What will the feisty Dasgupta’'s 
legacy be? These questions are impor- 
tant because Sony is as much about its 
aggressive, moody, sometimes contro- 
versial CEO as Zee is about the vision of 
Subhash Chandra. From warding off lit- 
igation for stealing an idea (Shubh Vi- 
vaah), to making grand predictions, to 
buying the best events and movies in 
town, Sony has risen, or fallen, on Das- 
gupta's decisions. So what he does over 
the next three years will decide whether 
Sony becomes the leader it has shown 
the promise to be, or just another has- 
been broadcaster. 


What About The Future? 


The interview has started off badly. As I 
wonder how-to salvage it, Dasgupta 


suddenly perks up when the discussion | 
turns to why Sony doesn’t own a cable | 


company. “If I did not buy the World 
Cup rights, I could have bought out 40 





cable operators. Instead, I make content | 
that 400 cable operators want,” he rea- | 


sons. “Anyway, five years down the line, 


television could be distributed via di- | 


rect-to-home (DTH), broadband, HITS 
(headend in the sky) or cable, why 


should I restrict ownership of distribu- | 
tion to one type?” he asks, as he demol- | 


ishesa plateful of biscuits. It sounds log- | 


ical. But that is the kind of thinking that | 


worries investment bankers, analysts 
and business partners. 


“Sony has never invested in the fu- | 
ture, it has always been a fairly hit-and- | 
run operation,” reckons a former senior | 
manager. He has a point. Star has eight | 


channels, radio and cable (through a 


26% stake in Hathway Cable); Zee has 14 | 
channels including regional ones, Siti- | 





2000-04 
rene in Rs crore 


2000 


REACH | SHARE 
(10005): (%) 


|ZEE BOUQUET 453 13.81 | : 13.84 


ee : R a 
(SONY BOUQUET | 346 i 10.55 | 337 9.37] 9.37 [3328.72 | oe 
STAR BOUQUET 379 11.57 | -11.57 | 550 | 15.28 | 550 | 15.28 | 711 18.67 | 711 18.67 | N.A. m 78 


cable, a rising international business, | 


and is now getting into DTH. Sony, how- 
ever, has made no investments in future 
revenue streams. Notice that apart from 
a clutch of its own channels — Sony, 
MAX and AXN — and the ones that it 
distributes — HBO, NDTV, Animal 
Planet and Discovery — it doesn't have 
any other source of revenues except, 
perhaps, international distribution. 
Dasgupta thinks having a distribution 
company is no guarantee that you will 
make more pay money. “We collect 
more from the ground, others may have 
higher billings, I don’t simply bill and 
not collect,” points out Aditya. 

That may be true. But, if plain broad- 
casting is all that Dasgupta has in mind, 
then where is Sony's growth going to 
come from post World Cup? If the inten- 
tion, as Lulla puts it, is to “narrow the 
gap with Star in the short run and in- 
crease it with Zee in the long run’, then 
where does Sony stand? A quick lock at 
the impact of World Cup 2003 reveals 
that it has largely been short-term. First 
and foremostis that pay revenues are up 
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|376 10.45] 10.45 341 8.97 | 8.97 | N.A. : 5.95 


Source: TAM Media Research ay 





from Rs 50 crore to Rs 200 crore — that's 
a steady revenue stream added to the 
topline. Two, ithas doubled the reach for 
the Sony bouquet from about 25 to over 
35 of India’s 44 million cable homes, 
says Aditya. Three, it has catapulted 
MAX to the top of the ratings heap. “It 
(MAX) was an unknown channel in 
2000, now it is the No. 3 on average 
channel share after Star Plus and cable 
channels,” says Jain. The channel also 
leads in the movie channel category 
ahead of Star Gold or Zee Cinema, he 
claims. (It edged ahead last week.) 

To build on all of this, Dasgupta says 
that “my big investment (now) will be in 
more rights for sports and movies (dis- 
tribution and production)”. However, 
even he knows that a Kabhie Khushi 
Kabhie Gham or an ICC Knock-Out tro- 
phy cannot provide a steady source of 
revenues especially in a post-condi- 
tional access system (CAS) scenario, 
where viewers can opt in and-out of a 
channel at will. A long-term strategy has 
to focus on getting programming that 
seriously hits at Star’s viewership on a 


9-10 p.m. 


Eze 


10ilpm : 


ee viewership of all channels 


‘Source: Lodestar Media 





~. consistent basis. That is the only way 
those pay and advertising revenues will 
grow. However, unlike Star Plus, which 
locked viewers in with Kyunkii... or Kä- 
hanii... after its blockbuster Kaun 
Banega Crorepati (KBC), Sony has not 
managed to keep viewers glued on to 
the main channel after the World Cup. 
Sure, it leads in weekend viewing and 
does well in the 9.00-10.00 p.m. slot dur- 
ing prime time, but it is far from domi- 
nating viewer homes (see ‘How It Stacks 
Up: Weeknights, Afternoons, Week- 
ends’). So how will Sony achieve the 
viewer dominance needed for growth? 
If broadcasting is the only business it 
wants to be in, then the only time it 
could have happened was around the 
World Cup. It did not. 

“k will happen. Consumers only 
watch one channel, which is the pri- 
mary channel and flit into others. Zee 
broke the DD habit, Sony broke the Zee 
habit and Star broke the Sony habit; one 
ofus will break the Star habit,” Dasgupta 
reckons. Lulla, the man who turned 
MTV around, is working hard towards 





making Sony that channel 
with the recently-hired Ra- 
jesh ‘Channel V’ Devraj. 
While shows like Naam 
Gum Jayega are hitting the 
right notes, there are many 
others, like Betty La Fea Jassi 
Jaissi Koi Nahin coming up. 


consultants from Holly- 


programming a la Doordar- 


programming investments, 
Sony has asked cable opera- 


DTH platforms it is taking 
special slots for video-on- 
demand. That is where Das- 


maybe, but considering the 
rolled out or the legal wrangles in which 


streams seem like several pies-in-the- 
sky. The question on growth remains. 


The Story So Far 
It is a question thathas hung over the 


i 


In typically grand fashion, _ 
Dasgupta has alsoropedin | 


___ SONY ENTERTAINMENT TELEVISION 


Sony had broken even in record time 
and by January 2000, it was the 
unanointed No. 1. When it was looking 
to hawk some equity, merchant bankers 
had suggested a valuation of $1.2 bil- 
lion-1.3 billion. Dasgupta insisted on 
more, Finally, Capital International 
bought a 5% stake in Sony for a whop- 
ping $125 million. That gave Sony a hu- 
mungous valuation. of $2.5 billion — 


_ unheard of for media companies in 


wood to spice up Sony'spro- — 
gramming. There is also a | 
new free-to-air (FTA) chan- | 
nel in the pipeline. The idea _ 
is to capture the FIA homes | 
post CASwith achannelthat _ 
has a mix of soaps, films, | 
events, songs and religious | 


those days. Remember that Star, a little 
after KBC, was valued at a mere $2 bil- 
lion in comparison, “They (the mer- 
chant bankers) were flabbergasted,” 
laughs Dasgupta. 

The good times lasted only thatlong. 
Soon things started going wrong. First 
came a second round of re-structuring 


| (after an earlier one in January 2000) 


shan. To make the most ofits | 


prompted by internal power struggles. 


| Then came the resignation of progtam- 


tors for two pay-per-view | 
positions on CAS and on | 


gupta reckons growth will | 
come from. Eventually © 


ming head Ravina Raj Kohli. This coin- 
cided with KBC and the rise of Star. Sony 
reacted with the disastrous Jeeto Chap- 
par Phad Ke, among other shows, all of 
which sank, Come October 2001 and it 
looked like the company was heading 
for a loss for the first time. That is when ` 
Michael Grindon, president of Colum- 


| bia Tristar, flew to Mumbai. When he 
pace at which CAS will be | 
| team was out (see ‘Caught In A Hard 
DTH is caught up, these revenue | 
| 2001). That is when there was intense 
| media speculation about Dasgupta’s 


company for over three years now, ever | 
since its revenues started stagnating. Is | 


Dasgupta taking Sony one step forward 
and then immediately another step 
backward? Sony's history is littered with 
examples of how it almost touched the 
top and... lost. Will the World Cup end 
up being another such instance? Or, will 
it herald Sony's comeback for a long 
time to come? Rewind a little to answer 
those questions. 


Dasgupta joined Sony, a $40-million | 


i 


joint venture between a clutch of Indian | 
investors and Columbia Tristar Interna- | 
tional, a subsidiary of the $62.3-billion _ 
Sony Corp, as its chief financial officerin | 
July 1995. When the first CEO, Bennett, 
Coleman & Company's Arun Arora quit | 
within a few months of joining, Das- | 
| greater. After some pushing, the board 


gupta was asked to take over. By 1999, 
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left, most of the senior management 


Place’, Businessworld, 5 November 


exit. “There was no question of my go- 
ing; the board and I knew what we were 
doing,” he maintains. There was some 
respite when Kkusum and Kutumb took 
the prime 9.00-10.00 p.m. slot away 
from Star Plus for some time. But Shubh 
Vivaah, a show anchored by Madhuri 
Dixit that Dasgupta pushed for, turned 
out to bea lemon. Audiences found the 
idea of matchmaking on TV ridiculous. 
It looked like Sony was caught in a 
downward spiral that it seemed inca- 
pable of getting out of. 

By now, Sony's investors, their ap- 
petites whetted by the $2.5-billion valu- 
ation, were getting impatient, Dasgupta 
needed a big hit and fast. That is when 
he decided to bid for ICC’s World Cup 
cricket telecast rights. He's always been 
bullish on cricket. And Sony has often 
aired the odd tournament here and 
there. However, this time the risk was far 
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SONY ENTERTAINMENT TELEVISION 





The 
irrepressible 
Kunal 
Dasgupta 


As he completes eight years as the 
CEO of Sony, Kunal Dasgupta is in 
an unusually reflective mood. 


ON REGRETS 
“I should have gone pay much 
earlier, maybe in 1998” 


ON MISSED OPPORTUNITIES 

“I think we did the right thing by 
not getting into radio. It is a free-to- 
air medium. | like to go into a 
business where the growth can be 
10 times in the next 10 years. In 
radio there is a limited upside” 


ON HIS AGGRESSION 

“I have strong views when | see 
bull****. To that extent | am 
aggressive” 


ON SONY’S PROGRAMMING 
“General entertainment channels 
are reflections of people’s 
aspirations. The mood of the 
nation is now reflected on Star 
Plus. It shows that everybody is 
looking for a romantic escapade. 
We realised that there can’t be two 
romantic escapades. Where we 
went wrong was in following Star. 
We are what we are —a light, 
young frothy channel with thrillers, 
crime, serious drama. Increasingly, 
our programming will reflect that” 


ON AMBITION 
“| dream first, do it later” 


ON SONY’S DIVERSE BOARD 
“It is very demanding but it has 
never questioned my 
commitment, integrity and vision” 


ON MOVING ON 

“I can’t work for anyone after this. | 
will walk into the sunset, go to the 
Bahamas or start an NGO” 


The new Sony team 
(From L to R) Shantonu Aditya, distribution head; Rajat Jain, business head, MAX; 
Rohit Gupta, head ad sales with CEO Kunal Dasgupta: on the right track so far 


agreed but Dasgupta lost in the original 
round of bidding in Kenya in 2000. He 
then hardsold the idea of rebidding. 
“Peeche lag lagke(by keeping at it) I con- 
vinced them (the board); I showed them | 
the spillover effect,” recounts Dasgupta. 
Itisa measure of his doggedness and the 
board's confidence that it backed him 
completely. Remember that this time he 
was trying to buy the telecast rights from 
Rupert Murdoch's WSG. Murdoch con- 
trols News Corporation, which, in turn, 
owns Sony's biggest competitor, Star In- | 
dia. In the face of Dasgupta's aggression, 
a News Corp joint venture firm ESPN- | 
Star Sports gave up on the bidding. 
When he finally won the rights in | 
early 2002, Dasgupta swung into action 
immediately. In quick succession came 
an alliance with Discovery, a new distri- | 
bution head Aditya, Lulla for the flag- | 
ship brand, Jain for MAX, Gupta for ad | 
sales and so on. Then came the push to 
pick up other channels for distribution | 
and push the bouquet through to the | 
trade. A month before the World Cup, 
the bouquet price was upped from Rs 40 | 
to Rs 55, one of the highest in the coun- 
try. Jain and his team set about looking | 
for ways to broadbase cricket's appeal, 
get more viewers and, therefore, more 
advertisers in. Even while they infuri- 
ated purists, shows like Extraa Innings 
got in more female/family viewership. 
This meant advertisers like Hindustan | 
Lever, or Nestle, whose target audience | 
is largely female, were happy to hop on. | 
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“It is a very expensive acquisition, we 
could not afford to go wrong with it,” 
says a relieved Jain. Sony was through. 


| Spikes And Growth 


It has always been this breathless, fran- 
tic, bidding, buying, betting with Sony. It 
is very good at it, primarily because “Ku- 
nal is a great buyer”, as a former col- 
league puts it. He gets the best events, 
the best movies and the best cricket 
(now) for Sony. And he would risk any- 
thing if he thinks it will work. Combine 
that with doggedness and a complete 
disregard for conventional wisdom and 


| you have a CEO who has led his com- 


pany through a roller coaster ride — 
from one spectacular win to an aston- 
ishing loss. 

To his credit, most of Sony’s at- 
tempts, even the duds, have always 
been honest — like Jeeto Chappar Phad 
Ke or Kahanii Terii Merii. Sony has spent 
time, money and effort on each one of 
these prime time shows. Media buyers 


| vouch for that. The question is about 


those in-between times, those bread 
and butter hours when there are no 
spikes in ratings. How do you keep them 
propped up? Can a man who lives by 
the bets he makes provide a path for 
consistent growth? At the fag end of his 
career Dasgupta claims, “I want to make 
this into a more powerful, structured, 
consistently delivering company.” If his 
record is any evidence, Dasgupta will 
doggedly keep atit till he does that. W 








New generation managers 
can carry the baton from Day 
One, says Sheela Pai, and 
organisations have to change 
to keep up with them 


MEERA SETH 


This is the third and final part of the case study. Part I was car- 
ried in the issue dated 21 July. 


HEELA Pai pulled up by the side of the road to 

take a call on her mobile. She had only 20 

minutes to get to Eleck India, but her 

nephew, Vinod, was sounding annoyed and 

she had to hear him out. “I have tried all I 

could, but not anymore,” he said referring to 

his employers. Sheela heard him out pa- 

tiently, but strangely Eleck India CEO Pranoy Guha’s words 

rang in her mind. The previous evening, he had called her for 

an urgent meeting. Four of the seven MBAs she had placed at 

Eleck as management trainees (MTs) wanted to leave. “I am 

sure you took care while hiring them, but what has gone 
wrong? Not us at least!” Guha had said. 

Take Vinod for instance. He had turned 25 only last week 

and he was already close to being confirmed as an assistant 

manager at Greywell India. Come November, his probation- 


ary period would be complete, but today’s call made it clear | 


that was not to be. For Vinod had just had a serious exchange 





you have to manage your environs. Managing is also about 
your environment, Vinod, and also about taking correction 
when it is offered. You have had the wisdom to know you 


| spoke harshly — that’s a good starting point, isn’t it? Your 


bosses hold their designations and place after years of experi- 
ence and, more importantly, after having gone through confu- 
sion in their early careers.” 

ButVinod was bristling. “Look Maami, I cannot wait till the 
whole world grows up; maybe I am not designed for this bul- 
lock cart. I will shoot for myself, live for passion.” Sheela ended 
the call with: “That is not bad either, but I suggest you resolve 


| the situation first before choosing another option. One thing 


at a time, what?” she had said trying to sound cheery. Before 
she could start her car, her brother called to appraise her of 
what had happened. “Put some sense into his head, Sheela,” 


| he whispered. “At this rate, he will not be able to build a career 


for himself.” 

“Bhaiyya, don't worry,” said Sheela. “Mistakes have to be 
managed gently and I am sure even his bosses realise this. Be- 
sides, Vinod is also sensible. But he must know that he has to 


| negotiate his temper and his knowledge on his own. His prob- 
| lemisnotthathe has no sense, but that he isin a big hurry. And 





with his boss over the period of his training and the outcome | 


was that he was told that he should either toe the line or find 


another job. “Maami, I know you will say: ‘First get your con- | 
firmation and then say your piece.’ But that won't change | 


things; this situation will recur. They will meaninglessly put 
me through long periods of training and I don’t want to wait 
any more. I think I will go back to theatre where I was happy 
being myself,” he said. 

To this Sheela patiently said: “Even theatre is a place where 
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he'll even learn to manage that speed if we don’t come down 
on him heavily.” 

Driving to Eleck, Sheela thought about Vinod's ‘live for pas- 
sion’. “What should Vinod's call be?” she asked herself. “Do | 
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tell him: ‘Passion, too, will fade out, become so mundane that 
a few years down the line, you will doubt whether you shoot 
for yourself or you don't, or do I allow him the luxury of this de- 
cision whose outcome is difficult to gauge?” 

Eerily enough, the problem was awaiting her at Eleck. 
Again, four young trainees were opting to leave. “What ails 
them,” wondered Sheela. “Or is something wrong with the 
way our companies are growing?” 

Then she thought about her own youth 18 years ago. Ad- 
mittedly, today’s generation is made of a different fabric, but 
do we recognise that? Whatare we doing to look after and tend 
to our youth? When I was 24 years old and angry, I was willing 
to wait because I saw hope and there was hope because I think 
my boss’ generation and my generation were both hoping to 
‘meet’. Somewhere our horizons met. Or rather we believed 
they met. But today’s youth have drawn/painted their own 
horizons. They see things that we just don't see. Or, our limited 
horizons appeared on their radar much before, even while 
they were at college and they have already overcome that. It’s 
possible many are fumbling and angry and impatient. 

The fact also was that today’s generation did not face 
much social suffering like in the 1980s, she thought. So they 
could devote all their energy to a career or passion. Vinod was 
one such example. With both parents working, he did not have 
to think about a career for their comfort. Her brother and his 
wife would superannuate respectably and that allowed Vinod 
the luxury of chasing ‘passion’. 

As a senior consultant with placement firm Rexxon Con- 
sultants, Sheela had been to numerous campuses and met the 
new youth as they readied themselves to burst into the world 
outside the safe confines of their protected environments. 
They all spoke alike, ‘it’s a dynamic world’, but what was their 
definition of dynamic? 

Numerous campus interviews ran through her mind, She 
could almost hear in one chorus their words during the inter- 
views — their expectations from industry, their vision of a ca- 
reer, their goals and the direction they took, and how they saw 
companies fitting into their vision as against their fitting into a 
company’s vision! Did organisations prepare themselves for 
this new mindset? 


AVE they discovered what new horsepower drives 

the new young? Why are companies looking at 

younger workforce and how, if at all, are they man- 

aging those aspirations? Have they consciously 
thought it through? For 30 years, there was a certain profile 
they had stayed with. Post-liberalisation, the effort was mostly 
spent on shaping compensation practices, some also exam- 
ined cultural matching and fitment. 

Then there was some look at management development 
— upgrading knowledge because of technological move- 
ments, and succession planning even among companies that 
did not use superior HR techniques. But now we are looking at 
anew generation of candidates! What are we doing, she asked 
herself again. 

Sheela knew one thing for certain — today’s management 
schools, big or small, were led by teachers who had a clearer 
view of the world outside. Uncluttered by the pull and tug of 
workplace politics, these men and women were able to see the 








dynamics more clearly. But who said workplaces came with- 
out interpersonal conflicts and wars? In any case, as teachers 
they had played their role exceedingly well. Able to view the 
imminent changes, these teachers had bravely upgraded the 
syllabus, introduced the most difficult tools and taught their 
wards faster and more than they had done even four years ago. 

So enthused were they to send their students into the 
brave new world that they drew a halo around the students 
and made corporates look like simple folk awaiting the com- 
ing of the Messiah. But leave all that aside, she thought, even if 
they did not do that, could growth have been kept away from 
this generation? With the Internet just a click away, the world 
of information was at their feet; actually closer to their finger- 
tips, she grinned. 

Yet it was only two years ago that so many corporates had 
cribbed that graduate school curriculum had to be upgraded. 
And management schools simply went and upgraded not just 
the curriculum, they went and put in a whole array of com- 
puters and high-powered Internet connections so that 
access to information was simplified leaving more 
time to evaluate and analyse. 

Thereafter, the students learnt on their 
own. The wonderful outcome was that 
from a position where companies usu- 
ally chose students from the IIMs, the 
quality from the second-line colleges 
also improved dramatically, bringing 
in a wider choice of students. So 
growth was happening as much 
in Ambala as it was in Ahmedabad, 
she mused. 

But it was also happening among 
a number of multinational compa- 
nies that claimed they had upgraded 
their environment in line with their 
group companies worldwide. Was that 
true, or was it just a hollow claim? Sheela 
had placed MBAs in a number of companies 
and, over the last one year, she had come to 
sense a strong undercurrent of emotions. She 
knew exactly what Guha would say. Others had said it 
too. “They are young, enthusiastic and they go overboard... 
too much, cross all limits.” What exactly had happened with 
Vinod? It would be necessary to know. 

Guha met her with characteristic warmth. “It’s good you 
are only 40 years old and not 54 like me!” said Guha mirthfully. 
“You are closer in age to these youngsters and may be able to 
tell me ifit’s all this Coke-and-burger diet that is making them 
so hyper!” Sheela laughed too and listened to him patiently as 
Guha explained. “Look we really do think they are exception- 
ally bright, but they are unable to listen to reason. It was my 
idea that we enlist the trainees and not our usual middle-level 
managers for the new project evaluation. But these boys have 
already concluded the evaluation, they have almost decided 
for me! 

“Now my middle-level boys will never do that. They will 
prepare detailed notes, discuss with their seniors and only af- 
ter they have agreed will they present any data to me. But here 
these boys do not even consider my CFO's verdict! They have 
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already told him his decision is wrong, can you believe that? 
My CFO is a very learned man, a chartered accountant and a 
cost accountant with 27 years behind him. Every capital deci- 
sion I have made since I took over 14 years ago has been with 
his guidance. And it’s not as if he is outdated or something. 
Last year, I sent him to one of the refresher courses that the 
management schools have for senior managers. I do take care 
to upgrade my home skills.” 

Then Rishabh Mehta, the CFO at Eleck, explained very 
briefly the story of the new manufacturing plant and the deci- 
sions that the boys had arrived at. “No doubt, management 
schools teach our students new tools, but they should have 
relevance to the environment you are operating in, shouldn't 
they? In many ways, I would say India is more dynamic than 
the West — the number of variables we grapple with is far 
more and some of these cannot even be correlated sensibly. 
But they are pushing us to believe the results of some very de- 

tailed obscure evaluation tools and concluding that the fi- 
nancial methods I was using were misleading and sta- 
tic in their approach! Three days ago, they met our 
HR head and told him they want to quit!” 
Guha interjected: “Look they are young 
and impatient! Ask me, I have a son like 
that. I am grappling with his spiky impa- 
tience with the world every day! All I 
want to tell them is, you are young, 
you are learning and your view of the 
market is not mature enough.” 
















R head Kaushik Varma sat 
listening keenly. At 53, he 
knew what this conflict 
meant, but with all the 
noise that conflict created he won- 
dered where to begin resolving the 
matter. Ten years ago when he joined 
Pepsi, this was not the demand from the 
HR department. And then, 20 years ago 
when he was with Standard Chartered, this was 
not the demand from HR. The demand that this 
environment was making on his prowess today was so 
staggering because he had 25 young managers on turbo 
charge and he had to keep them energised. Plus, he had to cre- 
ate the HR ethos whereby people felt there was a force guiding 
them forward and he had to make it run in tandem with 
Eleck’s vision! “My job is not very easy any more,” he told 
Sheela. “It’s now a strategist’s role and I have to play the role of 
a change manager, transition manager, and help Eleck 
achieve change.” 

Sheela nodded in agreement: “A lot has changed around us 
even as we were struggling to adapt. New start-up companies 
are trying to be young because their resource pool is from the 
younger group and the vision you have for a company like that 
is different from the one you had 8-10 years ago. While you 
may have a strategy that matches the organisation plan, do 
you have a HR plan that matches the youthful outlook, the 
mindset that is needed? 

“Today's youth come with an ability to start working from 
Day One, to take decisions on issues their predecessors would 





have waited to be told. That’s because today’s management 
schools have become savvier and have upgraded their cur- 
riculum faster than companies have upgraded their learning. 
Schools have structured their curricula to include the changes 
taking place all over the world, not just India — probably un- 
derstanding this phenomenon as fast-paced change that 
needs to be embodied in the curriculum. Also, the media has 
made it a lot easier for students to access huge databases. So 
today you get students who are much more ready; not com- 
plete greenhorns when they start working. 

“This is amore evolved generation. People are basically 
very confident, irrespective of their financial background. 
Once they choose post-graduation studies, they get sifted out 
towards amore rigorous education curriculum. They are well 
aware of their capabilities and the price they can fetch in the 
marketplace. On the other hand, the corporate environment 
is equally automated, more evolved than it used to be, which 
means these are companies which have overcome the initial 
struggle with finance, systems and databases. 

“So the new young are essentially walking into offices 
where a lot more information and access is available to make 
their contribution more effective and efficient. Because they 
are so aware of what their market value is and what their col- 
leges have equipped them for, campuses have research data- 
bases by company that they can access and take a more edu- 
cated decision on where they want to work. 

“Today, in India, organisation structures continue to be 
patriarchal: one CEO and five heads of various functions, and 
succession depends on age. But now, because of their confi- 
dence levels and shorter learning curves, the new young are 
being fitted into more intensive but shorter training periods in 
organisations. 

“However, at the same time, the delivery expectation on 
the job is much quicker. Which is why even companies make 
offers that come with huge salaries and perks. Because there is 
an expectation that incumbents will pick up the baton and 
run from Day One. Because you, too, want to move on and get 
ahead of the pack. On the other side, the new youth is also 
more savvy, aware and well-informed and, importantly, say- 
ing: ‘Let me tell you what I want’. So companies have to match 
the aggression. 

Therefore, even if an organisation is not fully ready, this 
profile will push it towards performance. Because this is a pro- 
file that cannot wait to be assigned work, cannot wait for chal- 
lenge to pass by, cannot wait to be spotted by the boss, cannot 
wait for challenging opportunities to grow. This profile will 
probe, invent, innovate and demand ‘give me projects, give 
me freedom, give me room, give me opportunities... I cannot 
hang around’! 

“Take the example of ERP which has just been introduced 
in an organisation. Five companies will do it because they fully 
understand what they are going in for and understand its ben- 
efits. A sixth company may do it because it has the money; it 
understands the technology, but it still does not fully compre- 
hend the exact nature of changes that this will bring about. But 
once it takes over, it will have no choice but to be dragged 
along by its momentum. 

“Similarly, a lot of companies will adapt to change, con- 
sciously knowing what they are letting themselves for. But 
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there will be some who will do it but not realise the implica- 
tions of this for the organisation and for its senior manage- 
ment. For instance, precedence was once very important. It 
was done before, so it can be done now and that was my 
biggest value as an experienced person. Or the same set of cir- 
cumstances existed before and this is what I did; the circum- 
stances have not changed much, I know what we did and it 
will work again. 

“But now history is passé. The new generation is set to 
write the future history. What I am saying is, you cannot hang 
onto history and expectit to repeatitself, but atthe same time, 
be aware that a new history is ‘going on’, so old ammunition 
won't work in the new battlefield.” 

“Also, psychologically, the younger lot carries less baggage. 
When I say this, I mean that they don't have to come with ex- 
perience of trial and error. However, because automation has 
made databases accessible and available, the best practices 
need not be reinvented and the younger lot doesn't necessar- 
ily have to experience it to internalise it; what you learnt by 
trial and error is now knowledge for them. Then again, they 
were born into an automated age, so they carry no fear or inhi- 
bition towards technology. That makes them fit into the new 
era snugly” 

Kaushik nodded in agreement. “Oh, what of the speed it- 
self?” he asked smiling. “The speed at which these changes 
happen in organisations does not rattle these youngsters who 











have an innate familiarity with speed. In fact, they are faster 
than speed itself! They arrive before change reaches, if you 
know what I mean! Today, the older lot seems to be grappling 
with how fast decisions need to be taken, but it comes natu- 
rally to today’s youth. The pressure and the speed are the fod- 
der on which they have been brought up right from school! So 
itis a much more ready-to-go generation.” 

Noticing Guha’s discomfiture, Sheela said: “In India, it is 
going to be a dramatic struggle, Mr. Guha, because culturally, 
we have revered seniority. Therefore, experience and hierar- 
chy as a mindset changing exercise is actually a huge thing. I 
am not saying that all organisations are making the transition 
painlessly; there are companies which are struggling with it. 
You see it. 

“Tf you are bringing in more aggressive, pushy, focussed 
and speedier teams, then you must know this: they are teams 
in a hurry. If you have an empowered HR and if it has the far- 
maan (brief) to change the environment as the organisation 
grows, such an HR will also be quicker in introducing a new 
mindset and letting it grow. But if you don't have an empow- 
ered HR, those companies will have to struggle.” 

“Ilike evolved to empowered,” said Kaushik. “Unless HR is 
evolved to a certain level, merely empowering it won't help. 
The younger companies with younger profiles have done a 
great job of understanding and feeling the pulse of the envi- 
ronment faster. Because these companies started with a min- 
imum baggage of old cultures, old hierarchies, past history, 
they started moving faster.” 


UHA now said: “Those who are struggling are the 

ones with old histories. Of course, the essential thing 

is that it’s not about HR but about business. We at 

Eleck discovered our business agility, dumped our 
non-profitable areas of work, and moved aggressively into 
new businesses.” 

“That’s wonderful,” said Sheela. “Now, you have to move 
people, too, from their old habits to new ways of working. That 
shift is going to be the biggest challenge. In principle, we all 
want companies to change and, as employees, we all want to 
help the company adopt and adapt to change. But change is 
such a diffused concept — ‘from’ what, ‘to’ what, what atti- 
tudes, what mindset — it is a tough call. What happens is we 
try and fit ourselves forcibly into very structured timetables to 
make that change happen, but we don't make the transition in 
our mindsets. 

“Now, why is there a call for a change in mindsets? Earlier 
we thought: ‘I have the best equipment, so we will do well; I 
have the best product, so we will do well.’ Today people are 
asking, ‘Do I have the best people?’, Are they the happiest peo- 
ple?’. They say that about technology, that if I have the best 
technology but people are not able to use it, then it is NT+OO 
= zero zero. Or new technology plus old organisation is equal 
to zero zero,... chaos. Because if people haven't changed, 
what's the point? So now that we agree we have excellent new 
youth at Eleck, the old organisation has to change if the sum of 
the two has to be positive.” 

So where should Eleck begin? E 





You can email Meera Seth at casestudymeera@yahoo.com. 
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G. Balaji has been a professor of manage- 
mentat XLRI-Jamshedpur and Manage- 
ment Development Institute-Gurgaon 
for over 12 years. At present, he is a princi- 
pal consultant with Satyam Computer 
Services, where he looks after initiatives 
in implementing learning technologies. 
He is also involved in designing learning 
interventions to build leadership skills. 


ANAGING human resour- 

ces is becoming one of the 

most important areas for 

organisations. Attracting, 
motivating and retaining talent requires 
novel solutions, perhaps a whole new 
theoretical framework for HR manage- 
ment. The concerns expressed in the 
case must form the basis for creating a 
new HR framework. While one tends to 
view the emergent issues as dialectic 
between the new and the old, it 
would be more useful to explore 
the existing environment and mo- 
tivations of individuals in order to 
develop the rationale for the ex- 
hibited behaviours. 

Formal management theory 
adopts a Newtonian worldview — 
where properties of the physical 
world apply to all the resources be- 
ing managed. In the knowledge econ- 
omy, information and knowledge, key 
resources for the growth and survival of 
businesses today, do not conform to 








physical laws. Knowledge, once con- 
sumed, is not lost. It can be used by 
many at the same time and it follows the 
law of conservation of mass or energy. 
So measures like productivity, effi- 
ciency, etc., applied to activities where 
knowledge is used do not make sense. 
The importance of knowledge manage- 
ment is being realised and newer theo- 
ries and practices are being developed. 
And this impacts people management. 
Knowledge embodied in people 
makes it hard to aggregate all human re- 
sources and treat them as one homoge- 


neous group. So, to some extent, each | 


individual has become an independent 
economic agent and commands a dif- 
ferential value in the market based on 
education, training and experience. 


Further, the knowledge possessed by | 


the employee can alter the firm's value 
proposition. In negotiating with them, 
these ‘free’ economic agents have 


higher bargaining powers than the firms | 
| whose skills have become less valuable 


they work for. So traditional models of 


engagement between employees and | 


employers, which demand a high de- 
gree of conformity to the command and 
control structure, are perceived to be sti- 
fling. The organisations’ internal valua- 
tion of employees is spread over a wide 
band, making traditional hierarchies 
(grades, designations or roles) inade- 
quate. Earlier, there was a significant 
correlation between experience, qualifi- 
cation and knowledge. In today’s knowl- 
edge economy, the ability to learn and 
apply this knowledge is key. So the cor- 
relation between knowledge and age is 
less significant. 
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A young professional armed with 
mission-critical knowledge compo- 
nents will command a high premium 
over experienced professionals who 
have shown loyalty, commitment and 
high degrees of success. Do existing sys- 
tems value both these rare and valuable 
commodities fairly? Solutions are be- 
ginning to emerge. Theoretical ap- 


| proaches like transaction cost econom- 


ics, principal-agent theory and game 
theory try to provide answers to deter- 
mining the shadow prices for resources 
and the right kind of metrics for perfor- 
mance that would incentivise employ- 
ees by aligning their goals with that of 
the organisation. Thus, while the con- 
cept of ‘fair day’s pay for a fair day's work’ 
is still the basic philosophy for a good 
compensation system, the method of 
determining what is ‘fair’ has become 
less intuitive and more complex. 

As each employee is compensated 
for his/her role in value creation, those 


or obsolete will be a source of problem. 
They continue to earn ‘rents’ for the po- 
sition they occupy and bring inefficien- 
cies to the system. Newer performance 
management practices, with, perhaps, 
shorter review cycles will have to come 
in to ensure efficiency. Any new HR 
management framework must consider 
the realities of the new environment — 
differential valuation ofa large variety of 
skill-sets, high bargaining power of 
skilled employees, the need for equi- 
tability between various skill-sets and 
experience, the need for reskilling op- 
portunities and the need for precise and 
relevant performance management. 
Young MBAs, scientists and technol- 
ogists, lawyers, etc., have posed threats 
to prevalent HR practices. The ‘shoot 
for myself, live for passion’ idiom 
epitomises their bargaining power 
vis-a-vis that of the organisation. 
Do managements perceive the 
gravity of the change? While hir- 
ing new talent has become essen- 
tial, all organisations have not 
gained from them. Hiring new 
blood to ‘prime the system’ is fine 
as long as the other systems are in 
place. A mindset change is needed. 
This can be done by a new HR policy 
that recognises new realities. 
That’s where Eleck should begin its 
transformation. ta 


ostudy anaisis 2: Prem Kamath — — 





Prem Kamath is head of Management 
Resources at Hindustan Lever, where he 
has been working for 31 years. 


HESE days the words ‘velocity’ 
and ‘acceleration’ are not terms 
from physics. They are a part of 
HR jargon as they reflect what 
Gen Next wants in terms of a corporate 
career. Whenever I have to deliver a talk, 
I start by introducing myself as a di- 
nosaur — though I prefer to be called 
T-rex and not diplodocus! The younger 
managers in the audience marvel at my 
loyalty and patience — for having 
stayed in one company for 31 years! For, 
today, we have a generation in a hurry, 
madly scrambling to the top, expecting 
organisations to quickly adapt and pro- 
vide new challenges to them every day. 
Be it the length of the manage- 
ment training programme, time 
spent in one job before moving on, 
or fancy sounding designations 
and incessant career counselling 
sessions to reassure youngsters 
that they are getting there — all 
have become de rigueur. Sheela 
Pai reminisces about her own as- 
pirations when she was 19. Think- 
ing that today’s youth have painted 
their own horizon, she wonders 
whether companies have discovered 
what new horsepower drives the new 
young. After reading all this, I began to 





| get asense of déja vu about my own ex- 
perience with this phenomenon. 

B-schools while being quick to grasp 
technology and responding to the 
needs of hard-driving corporates, have 
not prepared students for the harsh re- 
alities of doing business. There is a need 
for B-schools to enhance their students’ 
emotional quotient (EQ) rather than fo- 
cus only on sharpening their IQ and us- 
ing sophisticated analysis. 

Corporates that hire young MBAs 
must weave in a focus on EQ in their ini- 
tial training to strengthen this emphasis 
in their leadership journey. Older man- 
agers in the company must be prepared 
for ambitious fledglings. They must be 
equipped through intensive training on 
the latest techniques taught at B- 
schools to be able to hold their own in 
discussions with young recruits. 

Guha stresses this when he tells 
Sheela that Eleck’s middle order would 
never have jumped to conclusions with- 
out discussing this with their seniors. 
That way conflicts like that between 
Nippun and Mehta would never have 
occurred. Also, the management 
trainees would not have quit in a huff. 

HR has a key role in this. Eleck’s HR 
head Kaushik Varma also realises that 
HR cannot continue to be just a service 
function that takes a backseat. To bor- 
row a concept that my boss introduced 
me to, HR muststop being contentin re- 
siding in the boot of the car like ordinary 
baggage. It must sit in the co-driver’s 
seat to play the more strategic role of 
spearheading the desired culture 
change within the organisation — in 
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this case as a priority, aligning the mind- 
set of the older people in the organisa- 
tion with that of its new recruits. 

Most experienced managers cannot 
accept that the younger generation to- 
day is ready to take on substantial re- © 
sponsibility soon after joining a com- 
pany. Also, they can take decisions that 
earlier came only after considerable 
training and experience. B-schools do 
equip them for it, but one cannot dis- 
count the exposure that comes from the 
media. It is ironic that we from the older 
generation have children who embody 
this change and we learn to live with it, 
yet we often do not accept such attrib- 
utes in our young colleagues. The erst- 
while critical parent-to-child relation- 
ship has to go and we have to become 
our children’s (and younger colleagues’) 
best friends and accept this change. 

The latter half of this part of the case 
spells out the desired change compre- 
hensively in Sheela’s dialogue with 
Kaushik and Guha. It naturally makes 
Guha uncomfortable to see that 
Kaushik is not just agreeing with 
Sheela’s every word, but is also making 
his own point on the need for changing 
fast. Perhaps Guha wonders why 
Kaushik had to wait for Sheela to spell 
things out so frankly if he, too, knew the 
need for this intervention all along and 
that, to me, epitomises the dilemma 
that most HR managers are grappling 
with today — how much can they antic- 
ipate about such changes and proac- 
tively lead the process thereafter? Sheela 
rightly makes the case for an empow- 
ered HRand Kaushikis quick to add that 
he believes it must be an evolved HR. 

Thus, we go back to what I said in 
Part I of the case — everyone in Eleck 

has to learn to speak up, to stand up for 
what he or she believes in and to per- 
sonally lead the change. Also, B- 
school students must be equipped 
to handle disappointments and to 
learn to influence their superiors 
with patience. Eleck’s is not an 
isolated case or one that is pecu- 
liar to India. The most successful 
organisations in the world are 
grappling with the need for such a 
transformation and, like Eleck, they 
have to start with the basics and cre- 
ate an inclusive culture through a more 
open dialogue that is clearly the heart of 
the matter. Gál 





O 


Dear Nippun, 

WELCOME to the real world! You are 

wondering whether you can survive in 

it. Yes. In fact, you can go beyond mere 

survival; you can go on to excel despite 

the loaded dice working against you. 
Sadly, even top B-schools do not 


‘prepare managers to cope with the 


petty politics and the dynamics of the 


organisational undercurrent. Some- 


thing close to itis only touched upon in 


© mergers and acquisition courses, where 


the stress is mostly on the financial as- 


. pects and the softer issues are ignored. 


We take for granted innumerable fac- 
tors which can easily complicate simple 


. situations. Lectures and case studies 


paint.a rosy picture of the corporate 
world; the top managers are shown as 
demigods. But the top management has 
people with their own agendas. And if 


“you have to go beyond mere survival, 


‘Soft land’ the 


you need to excel despite such people. 
* ‘The case not only depicts the prob- 
lem of management trainees having to 





anag 


struggle against old methods of work- | 


ing, but also their problem of dealing 
with senior people who do nothing but 


massage the egos of their superiors. In | 


Eleck, some people are ready to change 
and change the way things are done, but 
the majority stoutly resists change. It’s 


rightly said that change is hard but nec- | 


essary and people are bound to resist it. 

Nippun, where do you fit in sucha 
scheme of things? You have seen the 
true face of Eleck. You want to rebel and 
seek opportunities elsewhere. But you 
are sure to have such managers in the 
bluest of blue chips as well. After all, the 
fabric of organisations is almost the 
same everywhere. 


Do not leave Eleck in a huff. You, an | 


MT, were given a critical assignment. 
Not many companies would risk doing 
that. Capitalise on the positives that 
Eleck offers. Build relationships with 
people and slowly bring in the change. 


Study reader's feedback — 





You have support from 
various quarters (Riberio 
in this case). But you will 
also encounter resis- 
tance. Even ifyou fail, do 
not let the disappoint- 
ment overcome you to 
such an extent that you 
simply vegetate. 

Eleck’s top manage- 
ment operates out of rigid 
mental models — learnings 
they have accumulated over 
the years. They don't accept any 
deviations, however positive they 
may be. Slowly, lead them to the new 
way of thinking. Follow the convention, 
but gently shove modern management 
tools and concepts as ‘additionals’ that 


add value. Try to ‘soft land’ the manage- | 
ment in accepting change. Itmay notbe | 
a tough call at Eleck, given the top man- | 


agement's accessibility. But if you are 


have the guts to stick your neck out? 


ment 


and no longer holds in today’s dynamic | 


world. Keeping an open mind and heart 







following the brief, signing on the dot- 
ted lines and uttering full-throated 
Yessirs!’ and get rewarded with a huge 


| piece of the cake. Or you question con- 
not be able to do it, who can? Do you | 


vention to bring in dynamism — a slow 
and painful process; all you get are a few 


| crumbs of the cake and loads of disap- 


H 


pointment. The positive side is that you 
get to observe closely the baser instincts 
of managers and the way things get. 
done — or do not get done. This prë 
pares you for tough situations that lie ~ 
ahead in your career, when you assume 


| middle and senior management roles. 
| Doremember what you faced and you'll 
| beable to empathise with your subordi- 
| nates then. 

Bright & Thakur has ruled in your | 
favour, but this may not happen always. | 
You might use this as a trump card to | 
bring in better management practices | 
and models. Also, not everything which | 
is practised in the organisation is old | 


is what it would take for you to gain | 
| Maslow’s Hierarchy of Needs at B- 

If things do not work out, you might | 
have to look beyond Eleck. Also, it is | 
high time you thought of yourself asa 
human being, who also happens to bea | 
manager. What is it that you value the | 
most in life? Is it excelling professionally | 
or developing as a good human being. 
Develop your soft skills and look inside | 
you to unleash the force within — you _ 
| your passion will see you through the 

Nippun, such situations can either | 
bring out the worst in you or the best. Ei- 
ther you become one of ‘them’, merely | 


ground in the organisation. 


are sure to discover some latent talents. 
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Have you seen Jerry Maguire? In the 
movie, Jerry came out with a flery ‘mis- 
sion statement’ for his organisation at 2 
a.m., where he talked of ‘exploring vir- 
ginal territory’. So seeking new opportu- 
nities is something you must continue 
to do. Your style may ‘threaten’ someone 
in the process, but do keep plodding on. 

You must have studied about 


school. From your situation, we gather 
that you are aiming for the very apex of 
the hierarchy — self-actualisation. 
Good going man, keep gunning for it. 
Nippun, keep the passion alive; do 
not Jet it die to reduce yourself to a 
‘white-collared mercenary’ who ‘shoots’ 
for the highest bidder. Learn to live with 
the mantra: ‘Yeh dil maange more’ and 


peaks and troughs of your career. 
Regards, 
Your anonymous well-wishers 
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NE afternoon in January 
1998, a few senior financial 
journalists were invited to 
lunch with Bimal Jalan, the 
new Reserve Bank of India 
(RBI) governor. He had 
taken over from C. Ran- 
garajan on 7 November 1997. Just be- 
fore he handed over charge, Rangarajan 
had said with unexpected flourish: “I 
was a war-time general. | hope Bimal 
Jalan can be a peace-time statesman.” 





The last battle Rangarajan had | 


fought was against currency specula- | 
tors in the frenetic months of July and | 


August 1997. They had destroyed cur- 
rencies across Asia with murderous 


zeal, but Rangarajan and his team had | 
held them at bay. The months preced- | 


ing the handover had seemed peaceful, 
but they were to be the lull before the 
second storm. 

Jalan took the afternoon flight from 
Delhi to Mumbai. In those two hours, 
the rupee once again hit an air pocket. 
“I just cannot understand how the ex- 
change rate can fall in a few hours, 
when the underlying economic funda- 
mentals are unchanged,” he told jour- 
~nalists later. Through his later reign at 


| 





the RBI, Jalan always seemed suspi- 
cious of the wild ways of the financial 
markets. Did his suspicion have some- 
thing to do with his baptism by fire? 
That first lunch was a buffet of sur- 
prises. Jalan walked into the airy ban- 
quet room dressed casually in a bush- 
shirt and sandals. There was an air of 
informality about him. And he did not 
just.take questions. He asked afew too. 
All this was in stark contrast to the for- 


fices at the RBI headquarters, where the 
governor and deputy governors work. 
The subject soon veered around to 
what could be done to protect the ru- 
pee against further attacks. The RBI 
treasury had been selling a few hun- 
dred million dollars a day to.steady the 
rupee. One editor, perhaps embold- 
ened by the first benign impressions of 
the new governor, suggested: “It's easy. 
You should hit the market with a billion 
dollars.” The RBI had around $16 billion 
in its war-chest then, and central banks 
in countries like Thailand, Korea and 
Indonesia had blown away many more 
billions trying to protect a fixed excha- 
nge rate. Hitting the market with a few _ 
billion dollars was a certified failure. 
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Jalan changed gears: “This is public money you are 
talking about. Suppose I use a billion dollars, and lose it. 
What happens? The RBI will be under fire, and you'll be 
backin your office writing editorials against us.” The ed- 
itor withdrew with a crushed look. Then another jour- 
nalist meekly asked: “But do you have any other op- 
tions?” Jalan: “Don't underestimate the options that a 
central bank has.” 

I later met that editor in the RBI lobby. “What do you 
think he'll do?” he asked, a bit more modestly than be- 
fore. I shrugged my shoulders. A few days later, the RBI 
hiked interest rates and shackled trading in the cur- 
rency market. The rupee was safe. “He's destroying the 
market,” one angry banker told me when I rang him up 
to find out the impact of the RBI move. “Is he one of 
those Planning Commission socialists?” he asked. 
That's not true, I said. (The forex market was unshack- 
led once the rupee stabilised.) 

But the lesson had been learnt by us: the new RBI 
governor was indulgent, until he was challenged — ei- 
ther across a lunch table or in the currency markets. 


Y banker friend was too hasty in his judgement. He 

would have done well to read Jalan’s writings on the 
economy or examine his professional record. Jalan was 
one of the team of advisers that goaded finance minis- 
ter V.P. Singh in 1985 to dismantle some of the worst 
controls on the Indian economy. He was the author of 
the long-term fiscal policy, perhaps the first official doc- 
ument to sound a warning against uncontrolled fiscal 
deficits. And his six-year stint at the RBI showed that he 
did not backtrack on financial sector reforms either. 

His background is worth going over. In 1941, Jalan 
was born into one of Kolkata’s most influential Marwari 
families. Unlike the Bengali bhadralok, this community 
aligned itself with Mahatma Gandhi. G.D. Birla is the 
best-known example. Jalan’s grandfather, Ishwar Das 
Jalan, too, was a follower of Gandhiji, and later the first 
speaker of the Bengal legislative assembly. His father 
was an eminent lawyer. 

Jalan went to Presidency College, the intellectual 
grooming ground for Kolkata’s elite. The economics de- 
partment there was, perhaps, the best in the country in 
the 1950s. “The educational excellence... (there) was 
captivating. My interest in economics was amply re- 
warded by... outstanding teaching. I was particularly in- 
fluenced by the teaching of Bhabatosh Datta and Tapas 
Majumdar, but there were other great teachers as well, 
such as Dhiresh Bhattacharya,” Amartya Sen 
fondly remembered many years later. Sen was 
in the same class as two other men who would 
shape economic thinking in India: Sukhamoy 
Chakravarty and Mrinal Datta Chaudhuri. 

Jalan graduated a few years after this out- 
standing trio. From there, he went to Cam- 
bridge University (and Oxford). Jawaharlal 
Nehru and PC. Mahalonobis — though not 
economists — were also Cambridge men. The 
influence of this university on our public life, 
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especially on our economic policy, is truly remarkable. 

It was from Cambridge that John Maynard Keynes 
and his followers overturned the world of economics. 
Their work inspired the men in charge of India’s econ- 
omyin the 1950s and 1960s. That’s not all. Ashok Desai, 
economist and a columnist for this magazine, once told 
an interviewer: “What I think we all learned at Cam- 
bridge was to think clearly, how to cut out nonsense.” 

But not every Kolkata boy who went to England 
made a mark. Nobel Prize winning economist Friedrich 
von Hayek once caustically wrote: “I have a profound 
dislike for the typical Indian students at the LSE, which I 
admit are all ofone type — Bengali moneylender sons.” 

After a short stint at teaching at the Delhi School of 
Economics, Jalan followed his family into public life. He 
joined the government in 1973 as an economic adviser 
in the ministry of industry. His rise was meteoric — 
chiefeconomic adviser, banking secretary, executive di- 
rector ofthe International Monetary Fund, chairman of 
the prime minister's economic council, executive direc- 
tor of the World Bank, head of the Planning Commis- 
sion and governor of the RBI. 


T the RBI, Jalan succeeded a giant — C. Rangarajan. 

This scholarly man had done more than any other 
one person to modernise India’s rickety financial sys- 
tem. In 1986, he was a member of the committee hea- 
ded by Sukhamoy Chakravarty to examine the working 
of the monetary system in India. It is said Rangarajan 
virtually wrote the final report that brushed away the 
cobwebs around Indian monetary policy, and pushed 
the RBI towards modern monetary management. 

As RBI governor, Rangarajan in Mumbai brilliantly 
flanked finance minister Manmohan Singh in Delhi. 
The rupee was freed. The current account was libera- 
lised. The cleaning-up of the banking sector com- 
menced. Along with P. Chidambaram, he finished the 
malignant practice of automatically monetising the 
government's deficits. The RBI would no longer be the 
finance ministry's printing press. 

Rangarajan was both a fine monetary economist 
and a master practitioner. He had taught economics at 
the Indian Institute of Management-Ahmedabad and, 
as deputy governor, spent long years at the RBI. Jalan 
had neither done any major academic work in mone- 
tary economics nor had any direct experience of central 
banking. He had to work with finance ministers who 
did not have Singh's abilities. Also, the dramatic, head- 
line-grabbing reforms in finance were already 
over by the time Rangarajan stepped down. 

This did not seem to deter Jalan. Early on, 
he overturned the very basis of monetary pol- 
icy. Rangarajan and his deputy governor, S.S. 
Tarapore, strongly believed in the core tenet of 
monetarism — that there is a strong link be- 
tween inflation and money supply. In 1995, 
with inflation entering double-digits, they had 
slammed the monetary brakes. Interest rates 
shot up. Industrial growth, then zooming at 
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10% a year, screeched to a halt. This decision re- 
mains the one big question mark against Ran- 
garajan’s tenure: did he overreact in 1995? 

Hidden deep in Jalan's first monetary policy 
announcement was a paragraph saying that 
the demand for money function in India is not 
stable. It seemed like academic quibbling. Most 
of the financial press did not catch its signifi- 
cance. The monetarist claim — that inflation 
can be brought down by reducing money sup- 
ply — worked only if this function is stable. 

- Rangarajan had insisted it was. The new governor was 
now saying something quite the opposite. 

Monetarism was being buried. Jalan told me several 
years later that he had nothing to do with the intellectual 
revolution at the central bank. The RBI’s internal re- 
search had independently come to this conclusion. But 
it was the new governor who knew how to use the acad- 
emic research to change policies. The shift from mone- 
tarism has allowed him to keep interest rates low despite 
occasional spikes in inflation. During some of these in- 
flationary episodes, he was slammed by some of the old 
guard — especially Tarapore — for letting the RBI forget 
its dharma of inflation control. 


ALAN IS NOT aman anchored in any particular ideol- 
ogy. He is practical in his approach to issues and crises. 
You could say he is more focussed on the ends, not the 
means. In an introduction to a book he edited in 1992, 
The Indian Economy: Problems And Prospects, he war- 
ned against what Argentinian economist Albert Hirsch- 
man called “ideological certainty”. Jalan wrote: “In India 
too, there is now a need for an open-ended, eclectic and 
pragmatic approach on questions of economic policy.” 
He cannot be identified with any of the schools of 
central banking, either. “Which economists have left the 
most lasting impression on you as far as monetary eco- 
nomics is concerned?” I asked him a few weeks ago. 
“There is no one particular influence that I would stress. 
I have been influenced by various things — from the 
work of Milton Friedman to some of the recent research 
done by the Bank of International Settlements,” he said. 
Yet, there are some concerns that can be gleaned 
from various discussions with him. He is wary ofthe cur- 
rency markets, especially the tendency of speculative 
herds to indulge in momentum trading. Jalan also says 
he is fascinated by the policy trade-offs that mainstream 
literature often disregards. And then there are the ambi- 
guities. Falling interest rates have not led to higher infla- 
tion; in fact, many countries are on the verge of defla- 
tion. The fastest growing economies are the ones with 
current account surpluses. Or there is the problem of 
targetting inflation in nations like India, as inflation of- 
ten results due to shortages in a few commodities rather 
than excess money supply. All these feed his fear of ideo- 
logical certainties and his preference for eclecticism. 
Jalan is a political economist in the best sense of the 
term. He is deeply conscious that public policy affects 
different sections of society differently. Jalan often talks 
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about his intellectual debt to Mancur Olson, 
the Swedish institutional economist who did 
pioneering work on how political and social 
coalitions impinge on government policy. 

An economist who worked with Jalan in the 
Planning Commission recounts this story, Jalan 
summoned him before the Plan size was being 
finalised and asked him to walk down the corri- 
dors of the building and see who occupied the 
offices there. “This is the public's money. Ask 
yourself whether you would be comfortable 
giving out so much money to these people,” he said. 





AST FORTNIGHT, when it was already clear that he 

would be moving to the Rajya Sabha soon, a group of 
industrialists went to see Jalan at the RBI, They were 
concerned that the rising rupee would harm their com- 
petitiveness, One does not know what Jalan told them. 
But the subject of the meeting was in stark contrast with 
that first meeting with Mumbai's senior financial jour- 
nalists. The issue now is not of how to protect the rupee, 
but of how to protect the dollar. This is Jalan’s legacy. 

True, the rising rupee and the burgeoning foreign ex- 
change reserves are not the RBI's unique achievements. 
It's the same all over Asia. What the RBI can claim is of 
having won the intellectual argument. Central bankers 
across the world nowrealise there is no point blindly de- 
fending a fixed exchange rate, And the IMF now warns 
against premature capital account convertibility. The 
Indian position on these two issues has been vindicated. 
Both Rangarajan and Jalan have reason to be pleased. 

Is this his most significant achievement? “In retro- 
spect, I feel that we were right in many ways. The RBI re- 
mained flexible and did not try to defend any one partic- 
ular exchange rate,” he says. “But I would not say it was 
my contribution. It was done by the RBI in close consul- 
tation with the government.” 

The cheers have not been universal. In a controver- 
sial paper, Deepak Lal and Suman Bery say the RBI's de- 
cision to hoard dollars has reduced economic growth. 
Others like Ila Patnaik say Jalan has let interest rate pol- 
icy be subservient to exchange rate policy. And then 
there are those in the money market who accuse him of 
killing the yield curve, as there is hardly any difference 
between short-term and long-term interest rates today. 

Has Jalan been too conservative just as Rangarajan is 
said to have been too aggressive in hiking interest rates 
in 1995? I asked him what he thought of these criticisms. 
“Eventually, we have to balance various interests. Savers 
want higher interest rates while borrowers want lower... 
rates, Exporters want a weak rupee while importers 
want a strong rupee. We have to make choices,” he said. 

I asked Jalan one last question when | met him in 
early July, when it had been announced that he would be 
succeeded byY.V. Reddy. What, according to him, are the 
major issues facing the Indian economy today? “The de- 
livery of infrastructure and more investment,” he said. 
And fiscal deficit? “That’s a medium-term issue,” he said. 

Was that the next FM of India speaking? E 
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O one symbolises Indian | 
success and enterprise in | 
the information age better | 
than Sabeer Bhatia. At an 
age when most of us were 
in college or busy watching | 
movies, Bhatia accom- | 
plished two things that can be called 
truly world-class. He started Hotmail, a | 
service that caters to over 100 million 
people in more than 30 countries across 
the world. And not just that — he made 
$400 million by selling it to Microsoft! 
But was Sabeer Bhatia a flash-in- 



































the-pan entrepreneur as far as Indian 
success in harnessing Internet techno- 
logies directed towards end-customers 
was concerned? It would seem so, as 
most Indian entrepreneurs in ‘the Val- 
ley’ have focussed on enterprise solu- 
tions and not consumer solutions. Kan- 
wal Rekhi of Excelan, K.B. Chandra- 
sekhar of Jamcracker, Vinod Khosla of 
Sun Microsystems and Vinod Dham of 
Intel— most Indian entrepreneurs have 
been partial to enterprise solutions. 

And so Husein Gandhi came as a 
surprise. 

Husein who? Husein Gandhi — the 
undisputed Indian king of spam. 

Spam? What's that? 

Okay, I guess you were asleep for the 
` last couple of years or so. ‘Spam’ refers to 
unsolicited émail, often ofa commercial 
nature, sent indiscriminately to multi- 
ple mailing lists, individuals, or news- 
groups. Put simply, these are mails you 
unfailingly find in your inbox every day 
from addresses like katie77xxx99@on- 
lineco-eds.com or  viagradeals@ 
clinic.net asking you if you “want to 
have a hot date”, want to “buy herbal Vi- 
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agra real cheap” or if you are interested 
n “getting out of debt for free”. 

Spam is more than just a nuisance in 
case you were wondering what the big 
deal was. Even though it appears so, 
nothing comes for free — even on the 
Internet. Every email you send (yes, in- 
cluding Hotmail/Yahoo!/Rediffmail) 
has to be stored on servers and requires 
electronic circuitry to transmit. All that 
costs money. In addition, there are hid- 
den costs related to the corporate email 
usage caused by spam. To get an idea of 
the costs involved just answer this. How 
many ‘relevant’ emails do you get in a 
day and how much time does it take for 





you to sort through your cluttered inbox 
to arrive at them? 

To put things in perspective, accord- 
ing to available statistics, companies the 
world over will spend $20.5 billion man- 
aging spam in just 2003. It is also esti- 
mated that nearly half of all the emails 
that are sent everyday are spam. AOL 
and MSN block around 4.8 billion spam 
messages a day, and that’s not counting 
the ones that get through to your inbox. 

So that’s spam. And Husein Gandhi 
from Mazgaon, Mumbai, is the lone In- 
dian on Rokso’s list of the world's worst 
spammers. Rokso, or the Register Of 
Known Spam Operations, is a free-ac- 


known 
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Husein Gandhi is also an Internet 


SPAMHAUS 


90% of all spam received by 
Internet users in North America 
and Europe is sent by a hard- 
core group of under 200 spam 
outfits, almost all of whom are 
listed in the ROKSO database. 
These professional, chronic 
spammers are loosely grouped 
inte gangs (“spam gangs”) and 
mava from network to network 
seeking out Internet Service 
Providers ("ISPs") known for 
not enforcing anti-spam 
policies. 
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The Spamhaus Project 





ROKSO collates information and evidence on known hard-line spam operations that have been thrown off a minimum of 3 
consecutive internet Service Providers for serious spam offenses. 
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cess, non-profit register of known hard- 
line spam operations across the world. 
This list, complete with the IP (Internet 
Protocol) addresses of the spammers, is 
used by thousands of mail servers 
across the world via a database called 
the Spamhaus Block List (SBL) to block 
spam. There are around 138 people on 
the latest list, and Rokso estimates that 
these 138 people are collectively re- 
sponsible for more than 90% of all spam 
in the world. These 138 people choke up 
your mailboxes and make sure that you 
lose at least a couple of productive 
hours a day deleting the stuff. 

Quick back-of-the-envelope calcu- 


_ Some places to 
research for — 
-Husein Gandhi 

Rokso list of the world’s 
rorst hard line spam operations. __ 
: ttp: //wwWw:spamhaus. org/ roks 
o/indexlasso . 
s usein Gandhi's profile informa- 
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lations will show us why Gandhi is big. | | 
Ninety per cent of the total cost ofhan- | 
dling spam globally works out toaround | 
$18.4 billion. Assuming Gandhi's share | 
| of the spam pie is only around 5%, he | 
still costs $92.2 million or Rs 434 crore to | 
companies around the world! And mind | 


you, we are talking big money here. 

So now we know that Gandhi is 
worth $90 million or so. The only differ- 
ence with most other Indian entrepre- 
neurs is that they are worth that much 
directly and because they increase the 
productivity of companies, while 
Gandhi is that much of a cost to others. 
But hey, that's real entrepreneurship! 

Unlike most other Indian entrepre- 
neurs, information about Gandhi is 
tough to come by, primarily because his 
profession demands some covertness. 
The Rokso site maintains profiles on 


each spammer in the list collated | 


through the years by affected mail ad- 
ministrators and users all over the 
world. But even they have only sketchy 
details about Gandhi and some of that 
information is already outdated. For ex- 
ample, the phone number the Rokso 
site lists as Gandhi's is invalid. 

Gandhi used to run a company 
called Anmol Solutions, which offered 
website hosting and designing services. 
Now, via Anmol, Husein offers ‘bullet- 


proof hosting’, spammer-speak for | 


servers that will let you send millions of 
unwanted emails a minute without 
booting you for such behaviour, from 
countries like Brazil and Argentina. In- 
cidentally, the company's own website, 
anmol.com, has been taken off the Net, 
but a simple Google search will prove 
that the company still exists. One of the 
few legitimate jobs it undertook some 
time back was creating the website of a 
Mumbai-based steel trading company. 
Gandhi’s most notable ‘business 


partner’ is a convicted fraudster and | _. 
one of the worst spammers in the world | 
— Alan Ralsky. He has been operatingin | 


the spam business since 1997 and, 


hence, must be like a father figure to the | 


relatively young and ‘inexperienced’ 
Gandhi, who is just 25 or 26 years old. 
At Elance.com, a company that lets 


individuals and companies offer their | 
services at a price, Gandhi offers bullet- | 
proof hosting among other things, and | 


claims that “need-based research and 


specific tailormade solutions for clients | 
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have resulted in the company’s steady 
growth over the past five years”. He also 
claims that he is an MBA from the 
Mumbai-based Narsee Monjee Insti- 
tute of Management Studies (NMIMS5), 
a reputed Indian business school. A lit- 
tle digging took me to a page at the 
NMIMS website which proved Gandhi's 
claim. He graduated in marketing in 
June 2003 from NMIMS after undergo- 
ing his summer training with Blue Star. 
So here we have an Indian entrepre- 
neur who graduated from one of India’s 
leading business schools and took the 
road less travelled. Today, he is among 
the world’s best in his field. The only 
problem: he will make it to the list of the 
infamous, not the famous. His profes- 
sion demands secrecy and the ability to 
hide his tracks and he’s been able todo 
that until now. Is Gandhi really any less 
of an entrepreneur than Sabeer Bhatia? 
In fact, if anything, he's smarter, though 
in a twisted sort of way. Gandhi rides 
piggyback on the same product that 
Bhatia created (Hotmail) to serve his 
‘customers’. Parasitic entrepreneurship, 
even if it can claim to be world-class. 
Kanwal Rekhi, another prolific In- 
dian entrepreneur, is reported to have 
once remarked that “the great thing 
about American democracy is you get to 
vote with your jackpot”. Gandhi is hit- 
ting the jackpot — though not in the 
way you or | would approve of. z 
Every day, BW gets a a lot of unsolic ited 
articles through both snail mail as well 
as email. Unlike what you may think, 


we go through them diligently to see if 


there are any outstanding pieces that we 
should print. Last week, we found one. 
This article has been written by a recent 
graduate from the Indian Institute of 
Management-Calcutta (2001 baich). At 
present, he works as a business analyst 
with a mid-sized IT services provider 
called Caritor (formerly IT Solutions). 
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program 
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But Mail- 
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Put the "Washer 
In your mailbox 


ERE’S a chilling statistic: That 
junk you get in your mail — of- 
fers to enhance your wallet, 
your life, body parts you don't 
even possess — has touched 


48% of all email traffic. That’s a 500% increase | 


| Over two years, Anti-spam organisation Bright- 


Mail says some companies have almost 80% 
pure junk to deal with. With an email address 
that’s fairly public and online, I beat that per- 


centage hollow, and get about two “real” mes- | 


sages for every 100. A most unenviable position. 

Of course, the world’s been fighting back 
tooth and nail. Even Bill Gates is fed up with 
spam. But, so far, government initiatives, legal 
eagles, anti-spam bodies and thousands of fil- 
ters haven't managed to stem a disease that's all 


but killing email. And it’s likely to get much | 
| gram can delete all such mail as well as bounce 


much worse. 

One way of keeping your mailbox manage- 
able is to use one of the programs that filter out 
the stuff. Organisations try and do some filter- 
ing. So do ISPs and Web-based email services. 
Your email client lets you set some local filters 


as well. Nothing works 100%. Some methods | 


are even said to make things easier for the 
spammer. All you can really do is use a smart 
combination of tools to ward off the stuff. 

I've recently been experimenting with a 


| program called MailWasher. It has a scaled- 


down freeware version and a paid version with 


additional capabilities. I downloaded the free- | 
ware version from download.com —it’sasmall | 


download. MailWasher works outside your 
main email program, but activates it when it 
finishes its work. It literally washes your mail to 
get rid of unwanted messages, leaving your real 
mail to download into your e-mail program. 
Allyou need to start it working is put in your 


email address, POP server and one or two other | 
minor details. Then, when you're online and | 


fire it up, it tags every message so you can im- 
mediately tell whether it has recognised and 
known spam listed at spam prevention sites, 
possible spam from the sounds ofit, or normal 





email you might want to read. You can decide 
what you want done with each message. 

If that sounds like more hard work than 
your regular mailbox, it is. The thing that’s use- 
ful about MailWasher is how yousetit up. It’s af- 
ter that that things get easy. First off, you can ask 
itto avoid showing you all the spam that comes 
from a known origin — you never have to set 
eyes on it. Then, you can go ahead and check 
offa whole lot of mail to “blacklist” and for good 
measure, you can avoid seeing that too. The 
program shows you several levels of spam like- 
lihood; mail could be normal, possibly spam, 
probably spam (that’s a step up from possibly), 
spam from known origins, or blacklisted. 

Ifyou get as much spam as I do, you can ask 
MailWasher to automatically mark messages 
for deletion that resemble spam at all. The pro- 


it back to the sender so that hopefully the 
spammer will think yours is not a valid e-mail 
address and leave you alone. After a while, this 
should lessen the overall spam that comes to 
you in the first place. 

You can also very easily and intuitively adda 
host of filters based not only on keywords but 
also on parameters like whether the email is ac- 
tually addressed directly to you or not. You can 
actually block out entire domains, not just indi- 
vidual senders. If you're worried about losing 
mail, you can also set up a “friends list” which 
overrides all the other rules ensuring the mail 
gets to you. MailWasher also catches mail that it 
suspects or knows contains a virus. Attach- 
ments are also tagged. 

MailWasher is easy to use. It doesn't feel like 
and is not something you have to ‘learn’ to use. 
It just needs that bit of time to set up filters and 
rules. After that, you just run it when you go on- 
line and ask it to process your mail — you are 
left with the clean stuff only. Though the pro- 
gram is free, the author says it would be nice if 
you send him a small contribution for the con- 
tinued development of MailWasher — and to 
help him make a living. a 
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BROWSING 


Nandan Nilekani 
CEO, Infosys Technologies 


Ihave just completed a fascinating 
book, THE COMPANY —A SHORT 
HISTORY OF A REVOLUTIONARY 
IDEA by John Micklethwait and 
Adrian Wooldridge. It gives great in- 
sights into the changing yet central 
role of the joint stock company in his- 
tory and modern times. It puts into 
perspective current debates on cor- 
porate governance, social responsi- 
bility and the transnational power of 
companies. A must read for a busi- 
ness leader. I picked it up due to the 
good reviews it got (See ‘In Good 
Company— And Bad’, BW, 21 April) 
and because I had met one of the au- 
thors at the Microsoft CEO Summit in 
May. My reading is fairly eclectic, 
based on reviews in leading journals. 
I usually pick up the titles I want dur- 
ing my travels and finish them over a 
week or two on long flights. & 


ALERT 


Learning Financial Management 
Using Financial Modelling 


By Ruzbeh Bodhanwala (Taxmann) 





THE Taxmann volumes 
make no pretence of 
being stylish prose. 
But what they lack in 
elegance, they make 
up for in utility: they 
make a layman famil- 
iar with the basics of 
finance, taxation and law. The 
latest volume starts with the use 
of spreadsheets, and moves to 
financing decisions and working 
capital management. A good ad- 
dition to the Taxmann family. E 
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MODELLING 
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PRASAD BIDAPA 


ISA Marsh takes a clinical look 
at designer Calvin Klein and 
dissects his life, his work and 
his business in a rather blood- 
less manner. Which is to miss 
the whole point. Klein is ar- 
guably one of the most famous design- 
ers America has ever produced. There is 
amystique to this man and his work that 
can never be fully understood without 
measuring him against the society 
which produced him and without a 
modern appraisal of the world which, in 
a way, he helped create. 

The book traces Klein from his 
undistinguished origins to the present 
but the author doesn't seem to 
like her subject very much. 
She fails, therefore, in cre- 
ating a three-dimensional 
character of the person 
who so well defined the 
zeitgeist of modern fash- 
ion. Klein’s image in the 
fashion world is of a reclu- 
sive and somewhat distant 
personality, and Marsh 
never succeeds in pene- 











trating that membrane that could have 
given us insights into the mind of a de- 
signer who almost single-handedly re- 
laxed the way the world dressed. 

Marsh begins her book with a 
schoolmarm'’s finger wag, admonishing 
the designer about his temper. Having 
been at the receiving end of one of his 
famous put-downs, she does not seem 
to have forgiven him or come to terms 
with the fact that she never made it to 
his inner circle. So Marsh appears to 
have settled scores by writing an unau- 
thorised biography. This is served with a 
lot of second-hand details of business 
transactions and financial deals. 

Klein's greatness as a designer was 
defined by his futuristic vision that un- 

derstood the mood of 


THE HOUSE 
OF KLEIN 
Fashion, Contro- 
versy and a Busi- 


ness Obsession 
By Lisa Marsh 
John Wiley & Sons 
Pages: 4 


price: $24. 





SELECTION 


CRM is dead, 


F you are not clued into marketing 
fads, this could easily escape you. 
Between customer relationship 
management (CRM) and customer 
management of relation- 
ship (CMR) it may seem just 
a case of a transposed word A 
—oraletterin the acronym. 
In Why CRM Doesn't Work 
(Bloomberg Press), market- 
ing consultant Frederick 
Newell explains why it’s 
time to change the game 
to CMR. 
The new mantra is all 
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Why 
RPN 


ee 


How to Win 
By Letting 
Customers Manage 
the Relationship 
FREDERICK NEWELL 


about empowering customers so that 
they are the ones to tell you what kind of 
information they want, what level of 
service they want to receive, and how 
they want you to communi- 

cate with them. Newell, 

A who has helped multina- 
tionals and small busi- 

nesses around the world 
strengthen customer loy- 
alty (his previous book was 
loyalty.com) and increase 
profitability, says this is a 
way of staying ahead of the 
curve. Newell is a former 





_ LISA MARSH has covered the 
American fashion industry for more 
than a decade, writing for the 
industry biblie Women’s Wear Daily 
and the New York Post, among oth- 
ers. She focuses on the bottomline 

. Instead of the hemline while cover- 
ing the fashion and retail beat 


his customers and often created it. His 


obsession with simplicity and purity | 


created a look that actually defines a 
whole genre of fashion. He made dress- 
ing up so sexy, and then made undress- 
ing even more sexy. Calvin Klein under- 
wear is probably the most sought after 
brand in the world today and occupies a 
place in fashion history as the ultimate 
status symbol — to the extent that the 
waistband emblazoned with his logo 
was often worn to great effect by style 
icons who let it show between low-slung 
jeans and cropped T-shirts. 

Marsh begins her story in the Bronx, 
the New York borough where Klein be- 
gan life as the son of Hungarian immi- 
grants. How he built his $3-billion com- 
pany is documented in great detail by 
Marsh and students of fashion and fash- 
ion historians would do well to read this 


| 
| 
| 
| 
| 
| 
| 
| 





book, which fits a couple of pieces into 
the jigsaw that was the Klein empire. Ro- 
hit Bal could mull over the chapters 
where Klein went from being a single 


| store designer to the head of a multibil- 


lion-dollar company and make notes. 
The author also documents his mar- 
riages along with his obsession — that 
word just keeps cropping up, given that 
one of Klein’s most successful perfumes 
was Called that — with Waspy blondes 
from backgrounds far more privileged 
than his; his success in identifying the 
Next Big Thing; his frequent spats with 
people and the loathing he had for the 
press. Klein does not come off very well 
in this book. Marsh damns him with 
faint praise and never seems to look into 
the darkened recesses of the mind that 
could conceptualise design with such 
subtlety. Lots of trivia spice up the ac- 
tion but chapters tend to ramble on. 
Buy the book if you are really into 
fashion or need to know some of the in- 
ner workings of the fashion industry. To 
the general reader the book might seem 
abit dry—and rather pointless. | 





ion writer and consultant. 





apostle of CRM who has discovered its 
flaws and is all set to found a new faith. 
He provides plenty of examples to 
prove his point. 

There are case studies of good and 
bad relationship marketing from com- 
panies as diverse as Kraft Foods, Procter 
& Gamble, Budweiser, Dell, Charles 
Schwab, IBM, Lands’ End, Sports Au- 
thority, Radio Shack and Staples. As is 
usual with such books, all the instances 
are all US firms; yet Newell does not 
seem to have found a shining example 

_ among the small companies he has 
shown the light to. The advantage of 
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The 


(unCommon ` 
Sense of 
Advertising : 


long live CMR `% 


changing philosophies, ac- 
cording to the author, is 
CMR works without addi- 
tional expense. As nothing 
much is working in market- 
ing anyway, companies might as well 
give this a shot. 

Advertising Basics 

THE (Un) Common Sense of Advertising 
delivers exactly what it promises in the 
subtitle — Getting the Basics Right. San- 
jay Tiwari’s book (Response Books) is 


an accurate albeit theoretical begin- 
ning to what advertising is all about, 
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Sanjay Tiw, 





BLOCKBUSTERS 

IMON & Schuster is one happy 

publisher — and an extremely sur 
prised one. It is all set to.recover the 
near-record $8.1-million advance it 
paid Hillary Rodham Clinton for her 
memoir, LIVING HISTORY, with sales 
crossing 1.2 million. That was in the 
last week of July; sales are now said 
to be nudging 1.35 million, the point- 

. at which the book will start earning 
big bucks for the company and royal: 
ties for its high-profile author.: 

This is a rarity in the book trade 
as celebrity authors seldom cover the. 
cost of the advance and receive rey- 
alty before the paperback edition is 
out, Competitive bidding for such au. 
thors drives the advance above levels 
that the royalties will never cover. So. 
Clinton is an unexpected bonanza for. 
Simon & Schuster. But the success is 
a result of a stupendous promotion 
by the senator herself. She: has been 
at countless bookstore events and 
autographed 20,000 copies, which 
required her to wear wrist support.” 
and soak her hand in ice water, 

Can Vikram Seth, who was paid a> 
£1.3-million advance for Two Lives by 
Little Brown, an imprint of Time War 
ner Books, equal this feat? This is th 
highest advance for a literary. 
and enticed Seth away from Pen 
which published all his earlier books, 
The book will be out in 2005. u 


EETRIS SAA 





how it ties in with branding 
and the way it functions. 
There are some examples 
as Tiwari plods through the 
advertising, marketing and 
brand perspectives but too 
many of them are foreign, 
and mostly ones that Kotler 
has used earlier. 

So an Indian reader 
could be left wondering 





| why there aren't any fresh examples 


from a market that has seen so much 
action in the last 10 years. Surely Coca- 
Cola's advertising bloomers in India 
and its subsequent comeback or Cad- 
bury’s repositioning are interesting 
case studies? For advertising and mar- 
keting professionals there is very little 
in this beok. But students may well 
benefit from it. L 
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opinion. 





2 Cut-price to world-cl ss 


NE of free India’s shibboleths was the small- 
scale industry. It all started with hand-spin- 
ning and hand-weaving, which were a 
Gandhian fetish; but it soon translated itself 
into protection of small firms against large 
ones, and cheap and privileged credit for small ones. 
When George Fernandes, our newsworthy defence min- 
ister, became industry minister in the Janata government 
of the 1970s, he was still militantly anti-industrialist. He 
vastly expanded the list of small-industry reservations. 

The reservation policy, which is still substantially in 
place, has done huge damage to India’s competitiveness; 
today, firms in the reserved industries face competition 
from abroad, but are protected from competition within 
the country. They survive, high 
on costs, low on resources, and 
vulnerable to forces of technol- 
ogy and competition swirling 
round the world. 

But in this industrial waste- 
land bloomed a few flowers. 
One was pharmaceuticals. In- 
dia has about the cheapest 
drugs in the world; the reason 
is that it has a large number of 
small pharmaceutical firms, 
which have pared costs. The 
other is automobile parts; here 
too there are firms with ex- 
tremely low costs. 

The reason for their emer- 
gence is the character of the 
automobile market in the days 
of industrial controls, There 
were only two car companies till the 1980s; they made a 
handful of models. These obsolete cars broke down all too 
often, and backyard manufacturers grew up all over the 
country. They made spare parts for the workshops that 
had to put the cars back on the roads. In this way arose a 
vast network of unauthorised, spurious, unofficial spare 
part manufacture. There was no quality control; but ifthe 
part failed after a few miles, another workshop was always 
at hand to putin another cheap little part. 

The landscape changed a little with the advent of 
Maruti; Suzuki brought a number of parts manufacturers 
in the wake ofits 800. Joint ventures with them raised the 


quality standards of the Indian partners. But the culture of | 


unauthorised parts enveloped the Maruti as well. 

When India opened up in the 1990s, the low costs of 
Indian parts makers created hopes of big exports. But they 
proved to be a mirage. In industrial countries, the spare 
parts market is generally in the hands of OEMs (original 
equipment manufacturers) or of manufacturers with a 





Treat steel makers and their 
downstream industries 
alike so that the auto parts 
industry can make a mark 








connection to the car-makers; it cannot be penetrated by 
Indian parts makers unless they are approved by and in 
alliance with foreign car manufacturers. In a few compo- 
nents like castings and forgings or light fittings, some In- 
dian manufacturers have picked up orders from abroad 
and built up respectable exports. But the share of the 
world spare parts market they have penetrated is tiny. The 
difference between the potential and the actual is vast; 
despite 10 years of travail, it has not narrowed much, 

Can it be narrowed? India’s major specialisation — 
castings and forgings — has high steel costs and high 
transport costs. Ifit is to take off, the government needs to 
change its trade policy. Steel manufacturers are big and 
influential; they have been able to buy high levels of pro- 
tection from the government. 
India has paid an incommen- 
surate price in terms of lost ex- 
ports of simple steel goods, in- 
cluding auto parts. The 
government needs to stop 
playing politics with industry, 
and be neutral between steel 
makers and their downstream 
industries. 

India could expand the cur- 
rent specialisation which is 
narrow. For it to do so, the 
world’s major auto companies 
would have to start sourcing 
parts from India. Several policy 
changes are required for this to 
happen on a large scale. One is 
neutrality in trade policy; for 
broad-spectrum industrialisa- 
tion, the country needs a regime of uniformly low, single- 
digit import duties. Another is dismantling of small indus- 
try reservations; they are keeping out investment and 
modern technology without any compensating benefit to 
the incumbent firms, Dereservation in dribbles may ben- 
efit a few firms that are already here, but it does not 
change the negative message India sends out; to be effec- 
tive, there needs to be complete, one-shot dereservation. 

But the policy change that would have the largest im- 
pact is removal of import barriers to the import of foreign 
cars. They are at three levels. New foreign cars have to pass 
various tests of quality for imports. Once they pass them, 
their imports face high duties. And second-hand cars are 
virtually banned. Let these drastic import controls be re- 
placed with simple tests of roadworthiness. Once on In- 
dias corrugated roads, imported cars will break down all 
too often; and factories in the neighbourhood will start 
making parts for them. That will be the beginning of g 
second auto parts revolution. 
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okia Connecting Peo 


New Nokia 6800. Your flexible office companion! 


The new Nokia 6800. It’s compact for small talk, and opens conveniently for business. 


Access your personal and corporate email accounts!, stay connected with GPRS? & MMS? or listen to your 


favourite FM Music or News Channels. NOKIA 


Organise your appointments with its enhanced calendar functionality. Take notes with the new ‘Notes’ By goo 
feature. Download Java™,3 applications and synchronise‘ your entries & data with your personal computer. 


A colour screen and the new unfolding design with a full keyboard, make the Nokia 6800 your convenient 


office companion. You may call it an open and shut case. At Nokia we call it human technology™. www.nokia.co.in 
1To download emails: 
Type Send to 9820533399 Type Save the settings 
The key word Go to Messages and Service available if you have an existing ISP account. Attachments can 
You will receive a list E N not be downloaded. Data facility has to be activated on the handset. 
Nokiaemail of ISPs for which the CES You ma, on the Pct tree ade Area code has to be included before dialing. Input your username and 
settings are available. ep 533399 9 your phone. Password in the appropriate fields in the settings. Facility available 


on Nokia 6800, Nokia 3650, Nokia 7650 and Nokia 9210i. 
2? GPRS, WAP, HSCSD, data transfer speeds and other mobile services are network operator and content service Provider dependent. MMS and/or other related services are dependent on the network as well as on the 
compatibility of the devices used and the content formats supported, Please check with your local network provider. 
3 Java™ is a trademark of Sun Microsystems, Inc. and Java™ applications are operator and/or content and application provider dependent. 


* As SyncML technology is based on client-server architecture, synchronisation with a remote database/server via SyncML requires that both the mobile phone and the server on which the remote database resides 
support SyncML technology. 





= 


. ; > ccc cec) Always insist on original Nokia India Warranty to safeguard against buying used, refurbished or tampered phones. 
Nokia Care line 9628 555 555*| Nokia India Warranty is applicable only for phones imported by Nokia India Pvt. Ltd. email us at: nokia.ebag@nokia.com 


#To call from a mobile phone, check with your service provider. Helpline available in Ahmedabad, Bangalore, Chennai, Delhi, Hyderabad, Kanpur, Kolkata, Mumbai, Pune. 
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CyberBazaar’s Audio Conferencing has shrunk the world 
into a few inches across. 


CyberBazaar is India’s leading service provider for Audio Conferencing 
& Web Conferencing with over 500 satisfied customers. We enable our 
customers to save on travel, time and expenses for physical conferences 
while enhancing productivity. All this, without investing in new equipments. 
We have over 5 years specialized domain knowledge and operations 
expertise in conferencing solutions. 


India's Premier Conferencing Company 
CyberBazaar (India) Private Limited 





To know how CyberBazaar can add value to your business communication, call us at Bangalore 
080-9339330, Chennai 044-28202988 - 91, Delhi 011-26535333, Hyderabad 040-23215900 or 
Mumbai 022-22090571 - 73. E-mail: sales@cyberbazaarindia.com Website: www.cyberbazaarindia.com 


e Audio Conferencing e Web Conferencing e Video Conferencing e Web Casting e Analyst Meets 
e Call Management Services e International Conferencing & Toll-Free Access e Consultancy 
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Kirloskar Oil Engines Limited Ru 
Oracle 


Enriching Lives 


Successful businesses in India plus 
thousands of others worldwide run 
Oracle E-Business Suite. 


or email us at mktg. hace, ‘com foe 





ee Copyright © 2003, Oracle. All rights reserved: Oracle 1s a registered trademark of Gracie Corporation and/or ite affiliates. Other names may be trademarks of thelr respective owi. 
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The Pallonji Mystery 


©) Perhaps we are paying too much attention to 
Shapoorji Pallonji Mistry and what will happen 
to Tata Sons after (and if) his son-in-law takes. 
over as chairman. If he had to do interfere 
with the working of the company, he surely 
would have done that by now. 

Pooja Relan, New Delhi 


Q The story on Pallonji Mistry was really interesting. 
After the TCS IPO, Mistry will earn a fortune. And then he will 

try to extract his pound of flesh. He will try and ensure that his son-in- 
law Noel Tata becomes the top boss at Bombay House. Though at the 
moment, we do not know how efficient he is in running a business. 
Satyajit Mukherjee, Via email 





START SMALL, GROW BIG 
Tarun Tejpal’s idea of launching a 
weekend newspaper is great (‘The 
Second Crusade’, BW, 11 August). But 
unlike what he is trying to do, Tejpal 


But, on the other hand, BPO 
adversely affects the American 
| workforce because outsourcing, with 
| the exception of R&D, is generally low- 
tech. The displaced workers have a 


should start small, consolidate his _ hard time finding alternative 

position and then gradually reach the — employment. No US legislator can 
peak. This will ensure that there areno | afford to take this lightly. 

great expectations — and no great | Furthermore, it is not the right time 
disappointments either, | for India to lobby as the 


Be it books or newspapers, if they 
run on bloated advances, they tend to 
perish at the ‘box office’ If the content 
is good, the paper will sell on the news 
stands by itself. Too much hype goes 
against journalistic ethics. Tejpal 

should launch his newspaper 
with the 
resources at his 
disposal. In due 
course, as 
circulation picks 
up, the money 
will come in. 


unemployment rate in the US is high. 
Indian policy-makers and trade 
organisations must also appreciate the 
concerns of the American workforce 
instead of blindly supporting business 
leaders. India should lobby hard for 

_ retention of the H1B visa and 
discourage BPO. 


Raj Gadasalli, Bangalore 


FRESH AND NEW 

I really like the change in the way 
Businessworld is presented. BW has 
always provided readers the best 





K.M.G. _ business news. After becoming a 
Vivekanandam, weekly, it became even more 
Via email | comprehensive. You must also 


_ incorporate weekly stockmarket 

_ trends, quotations and movements of 
key indices/scrips. The impact of 
significant policies and events that 
affect the stockmarkets will make for 
interesting reading. A page on star 
performers in terms of shares. and 

_ companies will also be welcome. 


Akhilesh Kumar Sah, Faizabad 


THE BPO AND H1B MESS 

The H1B visa is actually beneficial to 
both the US and India (‘Workers Are 
Not Commodities’, BW, 4 August). 
While the US gets a highly educated 
workforce, Indians get valuable 
experience working in competitive 
cross-cultural environments that they 
can leverage when they return to India. | 
Also, Indians working in the US add to i 
India’s foreign exchange reserves l | 
through regular remittances. i 


Letters can aiso be sent to 
editor@bworldmail.com 
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There was a time when business was about text and figures. 
Now, its about visuals. Sway customers with visual-rich presentations, proposals, 


catalogues & mailers, all created on your HP PSC 2210 All-in-one. Scan photographs, 


pictures or even 3-D objects like jewellery or shoot them with a digicam and just load 


the memory card. Take professional quality prints or e-mail them directly to their 
destination. All this and much more, with your HP PSC 2210 All-in-one. 
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HP PSC 1210 
PRINT, SCAN, COPY 


Rs.:5,999* 


Upto 4800 optimised dpi in colour 


36-bit colour scan depth, 
600 x 2400 dpi optical resolution 


Up to 12/10 ppm (Blk/Clr) 
Copy without PC, Fax through PC 
(with PC s/w) 


World’s smallest all-in-one* * 


- HP PhotoREt 3 colour layering technology 
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Unit level replacement warranty. 


HP OFFICEJET 4110 
PRINT, FAX, SCAN, COPY 


Rs. 8,999* 


Up to 4800 optimised dpi in colour* 
HP PhotoREt 3 colour layering technology 
33.6 kbps, 65-pg memory colour fax 


36-bit colour scan depth, 
600 x 1200 dpi optical resolution 


Upto 12/10 ppm (Blk/Clr) 
Copy & fax without PC 


170 cities support helpline, 80 cities service centres. 


For datasheets, SMS your email ID followed by a space and then the word "aio" to 98114 01110 {e g. abc@xyz.com aio 
CompuMetric Labs, Inc. (2/03), www.hp.com, go/aioreports + Based on ITU-T Test image #1 at standard resolution. More comp 
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Mukesh Ambani and his dream project 


“A 
y 


Vorld mein 


COVER STORY 





Reliance Infocomm 


Reliance the petrochemical giant is well known. Now, Mukesh Ambani is turning itinto a consumer-facing or- 
ganisation — one that supplies your home with everything from electricity to phones to cooking gas. In a two- 
and-a-halfhour interview with BW, he points out how Reliance will change— and what will remain the same. 


Sebi-Samir 
Arora face-off 


Alliance Capital’s Samir Arora is un- 
der investigation for insider trading. 
Has Sebi been hasty in blaming the LE 


KAN iishi Toa 
star fund manager? ` s 


Sucheta Dalal The Sebi order to Samir Arora 


raises a lot of questions. 





Arora: coming under fire > 


Unified telecom licensing policy What 


cellphone companies gain if they support a unified policy. 
The Escorts controversy A twist in the tale. 


Debt restructuring Atleast Rs 44,204 crore of 
corporate bad debt has been cleaned up. But is that enough? 
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Do we need 
another hero? 


CAS, foreign investment in Star 
News, direct-to-home... The media 
industry is rife with vicious battles. 
Butis a regulator the right answer? 


ig 
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4 Star's Peter Mukherjea is in focus 


MphasiS BFL The company has pushed to inte- 
grate its information technology services and its business 
process outsourcing operations. But can it really scale up the 
unified model? 


BPO its awarthat they had better win. Attrition is the 
biggest problem of Indian BPO companies today — at 60%, it 
threatens to shake the entire business model of the compa- 
nies. What are the WiproSpectraminds and the Dakshs of the 
world doing to stop it? 
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PERSONAL FINANCE 


7s What they don’t 

tell you about 

retirement 

How much money will 
you need when you 

‘retire? How much sho- 


“uld you save? What should 
. you invest in? The real answers... 







80. Invest smart some ofthe old options are still 
the best ones. 


81 | NEWS The latest events that help your finances... 
“82: Comment: Chetan Parikh Retail investors 


should be wary of high PSU valuations before privatisation. 


84 Taxonomics: Vinod Gupta Reduce the tax 


component of your salary — get your boss to foot your bills! 


86 Starting out: Noni Chawla The first ofan oc- 


casional series by people who have struck out on their own. 


88 Money talk thedata package, tracking everything 


from your investments and insurance to your borrowings. 





IN VOGUE 
s4. Many shades 
of a scientist 


The head of the Council for Scientific and 
Industrial Research, R.A. Mashelkar, is not 
your average scientist. He is a man who 
slips into any role that is required. 


yf j 


68 Bookmark A book that looks at why are some coun- 
tries are rich and others poor. Also, recommended: one entre- 
preneur’ journey before selling to Warren Buffett. 


COMMENT 
10 Ashok V. Desai ‘The RBI's latest 


Report on Currency and Finance has some 
revealing numbers, but the central bank 
chooses not to investigate them. 
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Reliance: Phase Next 


TWO-and-a-half-hour session with Mukesh 
Ambani is a tour de force. He weaves th rough 
the eddies and currents of policy: making, hev- 

| ers over the valley of technological possibilities, 

i a climbs the heights of corporate finance and sur- 

| veys the battlegrounds of global commierce.... In fact, to follow 

_ the logic of his thinking and to get a feel for the plans that are 
being drafted within India’s largest business group today, you 

| need to think on the scale of managing a country, not justa. 
| company. With a turnover of Rs 65,000 crore, annua! cash 

| flows that will soon touch Rs 20,000 crore, and multi-billion- 
dollar investments that cover oil, gas, power, telecom and in- 

| formation services, Reliance’s financial plans resemble the - 
| Governmentof India’s budget papers more than ordinary, cor- 

| porate balance sheets. It will probably have as much real 
| impact too, 


The size and scope of the plans are interesting, but equally in- 
teresting to me is the way these : 
| plans. will _ fundamentally 
| change Reliance itself. The in- 
dustrial conglomerate now 
wants to become a customer- 
facing organisation. It's not go- 
ing to be easy, as the early Re- 
liance Infocomm experience 
showed (See ‘Reliance Info- 
comm: What Went Wrong’, BW 
| cover story, 19 May), but 
Mukesh explains how the group 
| is going about it. As you sit back 
| to read the interview, a word of 


Businessworld 








| | Caution: asa trained technologist who is also extremely at ease 


| with numbers and finance, Mukesh can sometimes geta little 
technical. But if you hang in there, the reward will be rich: a 
fascinating picture of the way the Reliance mind works today. 





For a similar picture of the way some Dalal Street minds work, 
turn to page 12, The Samir Arora episode has raised many 
questions; we answer some of them. The telecom story isa for- 
ward-looking one; it talks about the implications of the uni- 
fied licensing regime that the Telecom Regulatory Authority 
| how wants to push through. On page 44, we examine closely 
_ the clamour for a media regulator. The minister for informa- 
| tion and broadcasting. Ravi Shankar Prasad, argues why we 
| need one; we argue why we do not.. As you can see, last week 
| was hectic for everyone. And, of course, don't miss our 
| monthly package on personal finance. 


le 


TONY JOSEPH, norror 
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Prithvi. 





Jal. 





When it comes to covering big risks, no one does it better than Oriental Insurance. India's leading non-life 
insurance company, it comes to you with a wealth of over 50 years of experience. From skyscrapers to 
super computers, refineries to cargoships, bridges to aircrafts, Oriental Insurance covers your entire 
universe. * Rs. 2,850 crore turnover * Rs. 2.350 crore reserves, surplus & fair value * 934 offices * 19,075 
personnel * 150 products * 7,00,000 claims settled in 2002-2003 





Prithvi, Agni, Jal, Aakash. 
Sab ki suraksha hamare paas. 
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Ashok V. Desai is 
consultant editor of 
The Telegraph 


The 
exchange 
rate is not 
really 
determined 
by the 
market — 
the RBI 
intervenes 
in the 
market and 
fixes it 


y ashok v. desai 











Taking a 


look 


into the past 


ROWTH slackened after 1996- 

97, more noticeably in industry. I 

had once attributed the turning 

point to the credit squeeze insti- 

tuted by Manmohan Singh in 
1995 after he feared that the economy was over- | 
heating, and that rising inflation would hurt the 
Congress in the 1996 general elections (he 
brought down inflation to a historic 4%, but the 
Congress still lost the elections). The Report on 
Currency and Finance (RCF) tries to refute this 
view; it takes the view that overinvestment had 
made industry ripe for a slackening of invest- 
ment by 1995, and that slower export growth | 
and heavy capital goods imports tipped the | 
balance. True; but when demand growth falls | 
short of capacity growth in an industrial boom, | 
demand for credit rises. The government must 
decide whether to counteract the slowdown by 
pumping in credit, or to worsen it by tightening | 
it. The Reserve Bank of India (RBI) decided on 
the latter. Cyclical factors were liable to cause a 
crisis; but RBI could have prevented, mitigated 
or postponed it, and it did not. 

The core of this report is the chapter on the | 
real economy; it compares the decades before | 
and after the reforms. RCF separates the crisis 
year (CY) 1991-92, and takes the decade before 
and the 11 years after it. It shows that growth 
before the CY was lower, but the variation | 
around the mean is so large that it makes the 
difference insignificant. What I found interest- 
ing was that variability of growth increased in 
every sector in the 1990s except in agriculture 
and construction, but variation of GDP growth 
declined. Liberalisation increased microeco- 
nomic volatility, but stabilised macroeconomic 
growth — perhaps because resources moved | 
more freely across sectors. 

The boom of the early 1990s saw a rise in 
corporate savings and investment as a propor- 
tion of GDP. After 1996-97, corporate savings | 
fell, but corporate investment fell more, so rein- | 





| vested earnings came to finance more ofit. In- | 


triguingly, companies also came to depend less | 


on trade credit. Earlier, when banks used to fol- 
low more rigid rules of credit allocation, money 
redistributed itself among businesses through 
trade credit. Once banks became freer to lend 
and companies became more liquid, this redis- 
tribution declined. 

One calculation shows that labour produc- 
tivity in manufacturing increased an astonish- 
ing 45% in the 1990s; even capital productivity 
increased 11%. But most of these increases 
were wiped out by relative price changes; at 
current prices these increases shrank to 6% and 
7%. The results are important and intriguing, 
and itis a pity the RCF did not choose to investi- 
gate them further. 

During the 1990s, growth became biased 
towards services: industrial growth declined, 
and growth of services rose. The RCF tries to 
mitigate disquiet on this by saying that services 
that grew were partly services to industry. But 
when output of services is three times that of 
manufacturing, it is difficult to believe that 
most of the services were provided to industry; 
RCFs classification is plainly wrong. 

One of my concerns has been that the rapid 
growth in software exports would cause Dutch 
disease: that it would make traditional indus- 
tries uncompetitive and lead to their decline. 
The RCFasserts that this has not happened; but 
the fact that it was happening is so evident. In- 
dustry’s share in GDP has declined. Tariffs on 
industrial consumer goods have doubled and 
those on agricultural goods have quadrupled 
since 1997-98. Merchandise export growth has 
been far lower than in South-east Asia. Despite 
the high authority of the RBI, its assertion does 
not become evidence. The RCFs argument that 
the exchange rate is determined by the market 
is specious: RBI intervenes in the market, and 
determines the exchange rate. The reversal of 
the policy of steady depreciation a year ago is 
proof. It was a mistake; RBI should go back to 
depreciating the Rupee. Ifit does, Ido not mind 
its continuing in the illusion that the exchange 
rate is determined by the market. & 
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Global Investors' Summit 
ae 


The international business Summit will showcase Gujarat’s industrial 
capabilities, highlight investment possibilities, bring together global and 


local companies, government agencies and financial institutions. The Summit 





will provide them a platform for one-to-one interactions, facilitating 


technology transfer, forming of joint ventures and inking trade agreements. 


Gas & Petroleum ® Tourism ®Minerals & Mining ® Port Infrastructure | 






Road Infrastructure ® Biotechnology & Pharmaceuticals ® Education 


Agro and Food Processing Apparel & Garments* Gems & Jewellery* 


In Gujarat, you deal with a pro-active and _business-friendly 
government, supported by robust infrastructure, excellent transportation 


linkages, quality power supply, skilled workforce and progressive labour 
laws. There's lot more. 





The event will coincide with the state's world famous nine nights of non-stop dance festival 


wyw navratrifestival.com 
ae > 


"Sp 15500 Navratri. So, make your business itinerary an enthralling experience. 





Venue: Tagore Hall and NID, Ahmedabad, India Date: Sept. 28-30, 2003 


URN. 
Govt. of Gujarat Ww? 
Department of ncstrial icy & iNDEXTb a — 


Promotion, Ministry of Commerce & Industry, INDUSTRIAL EXTENSION BUREAU Federation of Indian Chambers 


United Nations industrial 
Government of India (A GOVI. OF GUJARAT ORGANISATION} of Commerce and Industry 


Development Organization 


*Venue: Surat, India *Date: September 30 - October 2, 2003 


Industrial Extension Bureau: Fax: +91-79-3221297 E-mail: vibrantgujarat@indextb.com Website: www.indextb.com www.gujaratindustry.gov.in 


Federation of Indian Chambers of Commerce and Industry: Fax: +91-| 1-23721504 Email: ficci@ficci.com Gujarat State Council: Fax: +9|-79-6400504 
Email: gujarat@ficci.com Website: www.ficci.com 


SAMIR ARORA 


-v 


Rogue trader or 


The story of the rise and fall of India’s star fund manager. 


The Mess 


HE rains were lashing a deserted 

Dalal Street on the evening of 
25 July. But the Bombay Stock 
Exchange (BSE) convention 
hall was jam-packed. Bro- 
kerage house Motilal Os- 
wal had invited its top 
clients and employees 
for its founder’s day 
celebrations. Most of 
the invitees had 
braved the rains 
only to listen to that 
evening's attraction — 
Samir Arora. 

The star fund man- 
ager had the audience 
spellbound, as he spoke 
on his investing philoso- 
phy. Here was a man who had 
consistently beaten the market 
with his savvy skills. A man sought 
after by the media for his views. A man 
who was on the verge of quitting Al- 
liance Capital to start his own fund with 
Sabre Capital, the investment company | 
promoted by former Standard Char- | 
tered Bank head Rana Talwar. The world | 
must have looked good to Arora that 
rainy evening. 

It all fell apart just two weeks later | 
when market regulator, the Securities 
and Exchange Board of India (Sebi) 
named him in the most high-profile in- 
vestigation since the one against Ketan | 
Parekh in March 2001. On 9 August, Sebi 
banned him from trading till further no- 
tice. The charges were many — rigging 
bids, trading on insider information, 
and failing to make proper disclosures. 

The first charge is a result of what 
happened during Alliance's attempts to | 
exit the Indian mutual fund market be- 
tween November 2002 and January 
2003. Alliance had invited bids. One bid- 
der, Henderson Global Investors, 
promised Arora a 6% stake immediately 
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and another 13% over the next five 
years. Henderson's bid was for $36 mil- 
lion. Arora would gain Rs 10 crore im- 
mediately and another Rs 20 crore later. 

Sebi claims that Arora and two ana- 


Henderson got the deal. Arora told the 
press that he was leaving the fund. He 
also told the Alliance management that 
he would only work for Henderson. Sebi 
says these signals led to panic among Al- 


lowed. The fund had to liquidate some 

of its best holdings. Small investors lost 
| money. Sebi says these actions reduced 
the value of the fund, making it cheaper 
for Henderson. 

The second serious charge deals 
with his transactions in shares of Digital 
GlobalSoft just before its merger with 
Hewlett-Packard India Software Opera- 
tions (HPISO). Arora is said to have had 
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lyst colleagues set out to ensure that 


inside information on the share-swap 
ratio between the two firms. So he sold 
all his Digital GlobalSoft shares (14.66 
lakh) before it was made public (see 
‘Alliance Cap Appears To Be The 
Only Winner’, BW 30 June). UTI 
was stuck with the shares 
while Alliance avoided po- 
tential losses of Rs 24 crore. 
Some say Arora’s close ties 
with Digital GlobalSoft 
CEO Som Mittal helped 
him know of the swap ra- 
tio in advance. Mittal 
denies the allegations. 
The third charge 
against him is that Al- 
liance failed to make ade- 
quate disclosures when it 
acquired more than 5% or its 
shareholdings changed by 
more than 2% in companies 
such as Mastek, Digital GlobalSoft, 
Hinduja TMT, Balaji Telefilms and 
United Phosphorus. Arora, who could 
not be contacted, can reply to the 
charges by 24 August, four days before 
he appears before Sebi. 


The Man 


N investor recently asked Arora 
how to choose a good fund man- 
ager. His prompt reply: “If you pick me, 
youare in good hands. If you go with any 


| of the other fund managers, you are 


liance unit holders. Redemptions fol- | 


not!” Arrogant? But then, Arora has rea- 
son to be arrogant. 

Arora is India’s original star fund 
manager. He is known for thinking on 
his feet. It is said that during a conversa- 
tion with the head ofa tech company, he 
suddenly walked out, told his brokers to 
buy 500,000 shares of the company, and 
then rejoined the meeting. He managed 
to spot multi-baggers much before the 
others: Hero Honda, Infosys, Zee Tele- 


| films, HDFC Bank and Satyam. In fact, 


when he got into the last two stocks, not 
even one analyst was covering them. 


ARPIT SHARMA 


victim? 


And, what happens next 


Though aggressive, he has also been 
surprisingly consistent. In Alliance Eq- 
uity Fund, his Top 15 holdings have 
been the same for the last seven quar- 
ters, except for a couple of stocks. He has 
the tenacity to stick with stocks for a 
long time. He often talks about HDFC 
Bank as a 20-year story. In a recent inter- 
view with capitalideasonline.com, 
Arora even claimed that his biggest fail- 
ure was holding some stocks far longer 
than he should have. 

Amechanical engineer from IIT and 


an MBA topper from the Indian Insti- | 
tute of Management-Calcutta (1986), | 
| tal’s assets in the two months till January 


41-year- old Arora dropped his doctor- 
ate programme at Wharton midway, 
collected a Masters in Finance instead, 
and flung himselfinto the stockmarkets. 
In 1991, he joined Alliance in New York. 


After a two-year stint as an international | 


analyst, he became chief investment of- 
ficer of the Indian operations. 

Says a rival fund manager on Arora’s 
unique investing style: “Samir has a very 


fine mind and a keen intellect. The form | 


of investing that he practised —a mix of 
momentum investing and value invest- 
ing — not many can do it as well as he 
can. Heis one of the smartest fund man- 
agers in business.” But there was always 





talk that Arora was too 
chummy with market 
operators and com- 
pany managements. 


The Messiah? 


HIS case is as im- 
portant for Sebi as 


the whip hard 


it is for Arora. The market regulator has | 


invoked its unfair trade practice clauses 
of the Sebi Act for the first time. But how 
strong is its case against Arora? 

The allegation in the Henderson 
deal rests on the fact that there was a fall 
of over Rs 1,300 crore in Alliance Capi- 


2003. “It’s going to be really difficult for 
Sebi to prove this charge, as it will also 
have to prove the motive behind Arora's 
alleged deal with Henderson,” says a se- 
curities lawyer. “Henderson didn’t even 
win the bid in the end, so it’s all hypo- 
thetical.” According to BW’s calculations 
in the Rs 1,300-crore fall, over Rs 1,000 
crore was in Alliance's debt funds, which 
Arora did not manage. 

The insider trading case, too, may 
not be easy to prove. Many insider trad- 
ing cases have been filed in the past, 
none has yet reached a conclusion. Sebi 
will have to prove possession and com- 
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Alliance’s holding as a % of total equity 
ook @)  & Or Os 100 tO 
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W Balaji Telefilms W Digital GlobalSoft E Hinduja TMT 
@ Mastek Į United Phosphorus SauseesValue Resedren 


Stocks that spelt trouble for Alliance 












Sebi's takeover code 

requires a fund to «~ 
make a disclosure | 
when its holdings 
cross 5% in a firm 
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Sebi chief G.N. Bajpai: cracking 


munication of 
unpublished price- 
sensitive informa- 
tion. Arora and Digi- 
tal GlobalSoft will 
have to disprove 
both. Insider trading 
is notoriously diffi- 
cult to prove the 
world over. 

The charge ofin- 
adequate disclo- 
sures under the 
takeover code isn’t 
very serious. Also, 
the failure to tell the 
authorities when Al- 
liance holdings in 
specific firms crosses the 5% limit is the 
fault of Alliance's compliance depart- 
ment, rather than Arora’s. When Re- 
liance failed to inform Sebi that its hold- 
ing in L&T had crossed 5% (before this 
holding was sold to the A.V. Birla group), 
the company was fined Rs 5 lakh. 

Alliance's holdings in various firms 
have crossed 5% several times (see 
‘Stocks That Spelt Trouble For Alliance’). 
In Mastek, for instance, it sent 11 such 
disclosures from June 2002 till April 
2003. There have been similar disclo- 
sures in the case of other companies 
such as Balaji Telefilms and Digital 
GlobalSoft. 

Arora is in for a long haul. Sebi’s 
favourite punitive section, 11B, which 
every charge leads to, has put many 
marketmen out of business, Sources say 
12 brokers who were debarred from the 
market for allegedly colluding with Har- 
shad Mehta have got back into business 
only a month back. In the post-Budget 
witch huntin 2001, 11B was imposed on 
First Global’s Shankar Sharma and 
Credit Suisse First Boston. 

The Sebi investigation leaves too 
many questions unanswered. Why has 
Alliance Capital not been mentioned in 
the Sebi order? What about the com- 
pany managements that Arora is said to 
have colluded with? If Arora had negoti- 
ated a large stake in Alliance with Hen- 
derson, why would he have tried to re- 
duce its value by encouraging 
redemptions? And why has Arora been 
made the sole defendant in the case? 

Sebi has as many questions to an- 
swer as Samir Arora. a 
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COMMENT: SUCHETA DALAL 


- Can the charges stick? 


AST week's action against Samir 
Arora, the high-profile fund man- 
ager of Alliance Mutual Fund, 
did not have the same index- 
breaking impact as the scams 
of Harshad Mehta and Ketan Parekh. The 
event is, however, extremely significant. 
In using its emergency powers to bar 
Samir Arora from the capital market until 
further notice, the Securities and Exchange 
Board of India (Sebi) showed thatit is no 
longer like the police in Bollywood movies — 
always arriving at the end of the story. 
Instead, it’s signalling that it’s willing to act 
instantly and won't be fazed by marquee name 
foreign institutions. But even as this step is to 










Sebi’s charges 


walls between funds that contributed to the UTI 

debacle. Yet, a couple of years after the UTI cri- 

sis, we have Sebi indirectly admitting that the 

same conflict situation could exist in other 
mutual funds too. 

Clearly, Sebi’s own supervision of the 
mutual fund industry needs tightening. 
And contrary to recent assertions by the 
Association of Mutual Funds of India 

7 (AMFI, the industry itself has along way to 
go before it wins investors’ trust. 

Coming back to Arora, another charge 

made by Sebi is he didn’t comply with its 

takeover regulations and declare that Alliance 

holdings had crossed the 5% mark in several 

scrips. Surely, Arora’s multifarious roles at Al- 


be commended, it’s clear that Sebi will have to a ga inst liance did not include the job of compliance of- 
follow up with a broader crackdown on the Al- Al | . ficer? It is curious that this lapse, too, has been 
liance group to ensure a creditable clean-up. lance laid at Arora’s door and not at the asset man- 
rides fin anpmertigtate baths dip. COP AE MISE ee ee 
, > E. b o 
always notorious for his close links with market q uestions threshold in many software stocks but Sebi did 
operators and industrialists. The rumour mills . nothing. Clearly, it needs to tell investors 
have always whispered that Alliance Mutual a bout its own whether its compliance rules work or if they 
Fund called off the sale of its Indian asset man- su pervi sion can be ignored at will by mutual funds. 
agement company after he engineered large- Also, while indicting Arora, Sebi would do 
scale redemptions by his favourite investors. standards well to recall Alliance’s US record. In the market 


Or take his curious, large exit from Digital 
GlobalSoft shares a few days before an unfavourable merger 
announcement, leading to a30% crash in its price. 

Can Sebi make its charges of insider trading stick? For in- 
stance, Arora avoided a loss of Rs 24 crore by selling Digital 
GlobalSoft allegedly based on inside information, but did he 
make a personal gain? If not, aren't Digital and Alliance 
equally culpable? But the Sebi order makes no mention of 
their role. Of course, Arora, Alliance and Digital have all de- 
nied any wrongdoing. Similarly, it is very curious that the 
business about Alliance Mutual Fund's sale plan being scut- 
tled because Rs 1,300 crore went out of the fund, should 
come up for scrutiny within weeks of Arora announcing his 
plans to join Sabre Capital. Did Alliance Mutual Fund rat on 
its own star fund manager? Despite Alliance's denials, market 
watchers firmly believe that this is entirely possible. 

Investors are fortunate that the action against Arora has 
not led to a steep fall in prices or large-scale redemptions 
from private and foreign mutual funds. But Sebi’s charges 
against Alliance do raise questions about its own supervision 
standards. Why was it unaware that Arora wore three hats — 
he decided Alliance's asset allocations for Asia, he managed 
the investment ofits Indian mutual fund, and managed Al- 
liance's overseas investments in India? 

It was this concentration of power and lack of Chinese 


| 
| 


| 





bust of 2001, it attained international notoriety 
when it was discovered that it was the only mutual fund that 
continued to buy 2.7 million shares of Enron as it slid all the 
way down from $82 to $9 — that too fora Florida retirement 
fund. And then it sold its entire holding of a hefty 7.6 million 
shares for a paltry 28 cents just two days before Enron was 
declared bankrupt. 

So let’s not assume, without investigation, that Arora’s 
actions were frowned upon by Alliance. In fact, it would be 
safer to assume that Alliance, like foreign banks in the 1992 
scam, has no choice but to stand by Arora even after he quit. 

But so far, Sebi has made no move to implicate either 


| Alliance or any of its other officials, not even the two equity 


analysts who were to leave with Arora when he allegedly 
threatened to defect to Hendersen Global Investors this 
January. Instead, it is the Enforcement Directorate that is left 
wondering if Alliance and Arora are guilty of any foreign 


| exchange violations. 


Although the investor community has welcomed Sebi’s 


| bold action, let's hope that the investigation does not slide 


away to other investigative agencies while Sebi dithers 


and whimpers. a 





Sucheta Dalal is a reputed financial journalist. You can 
email her at suchetadalal@yahoo.com 
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Unity in diversity 


Trai is pushing through a unified licence despite opposition 


.V. RAMACHANDRAN has 
reasons to believe that the 
vaastu expert's advice he 
heeded has worked. The di- 
rector-general of the Cellu- 
lar Operators Association of India 
changed the direction of the desk in his 
third-floor office in Central Delhi. Soon 
after that, on 8 August 2003, the Telecom 
Disputes Settlement Appellate Tribunal 
(TDSAT) passed its judgement on the is- 


man Pradip Baijal’s role is crucial. For 
the first time, he’s using tough words 
that reveal his determination to move to 
a unified licensing regime — with or 


| withoutan agreement from either of the 


sue of WLL-mobile (WLL-M) services | 
| that the government cannot change the 


under the basic services licence. It 
thrilled Ramachandran because the 
TDSAT clipped the wings of basic oper- 
ators by insisting that WLL services 
must adhere to limited mobil- 
ity within the short-distance 
calling area. 

Ironically, even his arch-ri- 

val S.C. Khanna, secretary gen- 
eral of the Association of Basic 
Telecom Operators (ABTO) is 
pleased with the judgement. 
His contention: it limits mobil- 
ity but does not prevent call 
forwarding — a facility WLL-M 
players have been using as a 
substitute for mobility. 

The peculiar situation, 
where neither side is keen to go 
for the unified licensing regime 
— considered the ultimate so- 
lution in an industry em- 
broiled in a host of litigations 
— is a reversal from the pre- 
TDSAT judgement days. Back 
then, the basic operators 
wanted a unified licence to le- 
galise WLL-M as aservice —an 
issue hotly contested by the 
cellular players. 

Both Ramachandran and 
Khanna may believe they have 
managed to put the issue on 
the backburner. But it is in this 
lull that Telecom Regulatory 
Authority of India (Trai) chair- 


DINESH KRISHNAN 


two parties. Says Baijal: “I am not a body 
which must and shall have consensus. 
But all regulators try and arrive at a con- 
sensus. So will I.” Baijal clarifies that as 
Trai is an advisory body, its recommen- 
dations are not binding on the govern- 


ment. But he insists: “No one can argue | 


regime.” Given the inclination of the 
telecom minister Arun Shourie towards 
unified licensing — he has been trying 


Trai chairman Pradip Baijal: 
“I'm not a body which must 
and shall have consensus” 
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to arrive at a consensus by talking to 


| companies independently — there's lit- 





tle doubt that the movement to adopt 
the policy will gain momentum. For in- 
stance, on 16 July, the Trai issued a con- 
sultation paper on unified licensing. In- 
cidentally, BW has consistently pointed 
out that unified/convergence licensing 
is the only solution to the telecom in- 
dustry’s problems (See edit ‘Cell, WLL, 
Tariff, Wariff’, BW, 10 February). 

But how will it be introduced? Tele- 
com ministry officials say that pushing 
through the new regime without con- 
sensus is the last option. Until then, it 


| will use a combination of levers — both 





carrot and stick — to bring 
about a general agreement. 
Lever 1: The first option is 
to assuage the feelings of the 
cellular industry which feels 
the government has been un- 
just in allowing a wireless ser- 
vice under the basic services 
licence. The TDSAT judge- 
ment specifically mentions 
that basic operators providing 
WLL-M service will have to 
compensate cellular compa- 
nies. The question is, by how 
much? The cellular industry 
has been demanding com- 
pensation equivalent to the 
entire Rs 7,700-crore accumu- 
lated losses till date. Basic 
players may laugh them out of 
court but the closer the gov- 
ernment can get to bring 
about a consensus, the 
quicker will be the solution. 
Lever 2: The government 
could also allow 74% foreign 
direct investment as a carrot 
to bring the warring factions 
to agree on a unified licence. 
So far foreign direct invest- 
ment in the telecom sector 
has been capped at 49%, 


contiguous circles. 

Lever 5: To ensure that the 
sector does not get bogged 
down financially, the govern- 
ment may even agree to a 
lower revenue share from tele- 
com operators. Ever since the 
Indian telecom industry 
moved to the revenue-sharing 
regime in 1999, all telecom 
firms have had to share a por- 
tion of revenues with the tele- 

_ com department. At present, 
this stands at 12% for 
metro circles, 10% 
for B circles and 8% 
for C circles. In 
places like Sri Lanka, 
the government's share 
of telecom revenues is 
as low as 0.35% — just 
enough to meet the 
regulator's administra- 
tive costs. 
Lever 6: Telecom ministry officials 
say that the government may use a 































Why a unified licence? 


@ Cleans up the continued litigation in telecom 
@ Fewer, stronger players in the fray 


@ Players can offer a bouquet of services; 
improves their economies of scale 


@ Improves operational efficiencies through 
schemes like common billing 


@ Better spectrum management 


Levers to arrive at unified licence 


@ Provide compensation to GSM cellular 
service providers 


@ Impose an entry fee on WLL operators 
@ Allow 74% FDI in the sector 


@ Allow intra-circle mergers and 
acquisitions 


® Allow inter-circle connectivity 


@ Agree to lower revenue 
share with government 


@ Enforce the sixth licence provision 


ARPIT SHARMA 


something that the various players be- 
lieve is a constraint in bringing in seri- | 
ous foreign investments into the indus- | combination or all of these levers to 
try which, in turn, is hampering | bring about a consensus on the issue of 
expansion. This will be a boost for com- | unified licensing. Failing which, it may 
panies like Bharti Telecom and Hutchi- | use the penultimate weapon — a stick. 
son which are seeking to increase the | Thisis largely aimed at the cellular oper- 
foreign equity in their ventures. As also | ators as they have been the most vehe- 
players like Escotel and Spice Telecom, | ment protestors against unified licens- 
which will become attractive enoughfor | ing. According to the National Telecom 
foreign players. | Policy, 1999, though the government ex- 
Lever 3: The other issue that the gov- | panded the number of cellular opera- 
ernment is looking at is allowing intra- | tors to four in each circle, it reserved the 
circle acquisitions. As of todayatelecom | right to introduce more players if it feels 
company cannot acquire a rival operat- | so. The government believes that the 
ing in the same circle. Even if this were | threat of additional competition could 
allowed, the issue of whether the ac- | bring them around to a negotiated set- 
quirer should automatically inherit the | tlement towards unified licensing. 
spectrum already allocated to the ac- And lastly, if all negotiations around 
quired company still needs to be dealt | these levers fail, the government can in- 
with. While the industry maintains it | troduce the unified licensing regime ir- 
should, the government believes that as | respective of a lack of consensus. After 
spectrum is a scarce resource, the ac- | all, a unified licence has too many plus 
quired company’s spectrum must be | points in its favour. 
surrendered so that it can be put to its For one, it could end the continued 
optimum use. The government may, | legal battles that have plagued the In- 
however, offer to dilute its stance in |. dian telecom sector for years. Second, it 
favour of a consensus. | will end up making competition fair. 
Lever 4: Inter-circle connectivityis | Most importantly, it will bring 
another carrot. According to the current | economies of scales in operations of 
guidelines, individual telecom service | telecom companies as more services 
providers — both cellular and basic— | will be able to ride on a common 
can't transfer traffic from one circle to | infrastructure. 
another without using the services of a Over to Mr Shourie and Mr Baijal. E 
long-distance operator even ifthey have ANUP JAYARAM 
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TELECOM OLYMPICS 
Calling on 
the world 


NDIAN telecom industry is 
i pressing for its rightful place 
globally. The domestic market is 
today the second-fastest growing 
telecom industry in the world. Mo- 
bile subscribers have grown 10-fold 
from 1.2 million in 1999 to 12.68 
million in March 2003. So it’s not 
surprising that India is putting up its 
biggest ever show at the 9th ITU 
Telecom World 2003 at Geneva 
on 12-18 October. 

The India pavilion will include 
Bharat Sanchar Nigam, Shyam 
Telecom and Tata Teleservices. 
Data Access and Jataayu Software 
are participating separately. Their 
CEOs will rub shoulders with the 
likes of Bill Gates, Carly Fiorina, 
Arun Sarin, CEO Vodafone and Keiji 
Tachikawa, CEO, NTT DoCoMo. 

The event gives Indian players 
an opportunity to participate in the 
convergence between telecom and 
computing. Says Vivek Jhamb, 
chief technology officer, Data Ac- 
cess: “This is an opportunity for us 
to be part of discussions on stan- 
dardisation and accounting rates.” 

The focus will be the broadband 
and wireless local area networks 
initiatives globally — areas of inter- 
est for Indian telecom. Says Tim 
Kelly, head (strategy and policy 
unit), ITU: “Indian software firms 
should be in a position to get a 
large chunk of the mobile software 
market in the next few years.” W 

ANUP JAYARAM 


ITU Telecom World 





INDIA-PAKISTAN TIES 


Bridging differences 


The Safma meet highlighted the new mood in Pakistan 





NDIA-Pakistan zindabad.” The 


chant that rose as the South Asian | 


Free Media Association (Safma) 

delegation of parliamentarians 
and journalists crossed the Wagah bor- 
der into Pakistan the weekend before 
last was extraordinary because it came 
from a crowd of young boys from a 
nearby madarsa. They were brought by 
the Jamiat Ulema Islami (JUI) whose 
high-profile leader Maulana Fazlur 
Rehman had visited New Delhi last 


month. For the first time, a swarm of Is- | 
lamic caps dominated at an Indo-Pak | 
peace gathering, reflecting the new | 
| what. But official rigidity on both sides 


mood that has gripped Pakistan. 

At the two-day Safma meet held in 
Islamabad, seasoned Track II interlocu- 
tors were surprised to find Pakistani 
parliamentarians making a strong plea 
not to hold the normalisation process 
hostage to the resolution of the Kashmir 
dispute. The parliamentarians were 
equally forceful about the need for re- 
gional economic co-operation on the 
lines of the European Union. Such a 
grouping was the only way for nations to 
assert their sovereignty in the current 
global scenario, they argued. 

While all the signals were positive, it 


would be naive to expect a conference 
of this nature to change the course of 
Indo-Pak relations. And Pakistan presi- 


dent General Pervez Musharraf himself | 


delivered a reality check by reiterating 
known Pakistani positions on various is- 
sues during his meeting with the Indian 
delegation. The Indian establishment 


also moved rapidly to douse ballooning | 


expectations. Musharraf’s offer to “facil- 
itate” the cessation of terrorist activities 
in the Valley in return for a ceasefire of 
Indian security operations was firmly 
rejected by Delhi within a few hours. 
This dampened the euphoria some- 


could not take away from the gains of 
the meet. Rarely has such a broad spec- 


trum of Indian parliamentarians inter- | 


acted so intensively with the entire band 
of political thought in Pakistan. Most 


significant was the presence of the fun- | 
damentalist political grouping, the Mu- | 


tahida-Majlis-e-Alam, of which Fazlur 
Rehman's JUI is a member. Rehman, 
along with Rashtriya Janata Dal chief 
Laloo Yadav, stole the show with a force- 
ful speech, laced with anti-American- 





isms, in which he urged India and Pak- | 


istan to join hands and forget the past. 
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The Indian parliamentarians with 
General Musharraf: breaking the ice 


At the end, Indian MPs confessed 
that the meet had dusted the cobwebs 
in their minds with regard to Pakistan. “I 
thought that Pakistani society was a 
monolith and static,” said BJP MP Balbir 
Punj. “After talking to a lot of people, I 
have discovered I was wrong. It is dyna- 
mic and there are many shades of opin- 
ion. We must understand this in India.” 

Punj was only voicing the senti- 
ments of most of the delegates. Others 
revealed sheepishly that they were sur- 
prised not to see Pakistani women in 
burkhas and to find that the media was 
free to write anything, including criti- 
cism of Musharraf. They were also as- 
tonished by the rapid expansion of the 
so-called “peace constituency” in Pak- 
istan which today includes the funda- 
mentalist forces. Former union minister 
Ram Vilas Paswan was overcome 
enough to admit to Musharraf that he 
had changed his mind about many 
things after visiting Pakistan. 

Ina relationship bedevilled by sus- 
picion, mistrust and hostile propa- 
ganda, the conference served as an im- 
portant confidence-building measure, 
another block in the foundation that 
will have to be laid between people be- 
fore the two governments get into the 
act. That was the unanimous verdict of 
the participants from both sides. 

The only flaw was the absence of the 
Rashtriya Swayam Sevak delegates. The 
Sangh’s nominees dropped out at the 
eleventh hour, much to the Pakistanis’ 
disappointment. But with Pakistan 
caught in internal turmoil after the 
Afghanistan War, the RSS leadership 
probably prefers to wait and watch de- 
velopments across the border before 
committing itselfto a peace process. W 





ARATI R. JERATH, contributing editor, 
BW, was part of the Indian delegation to 
Pakistan for the Safma meet. 
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IN the slugfest between Rajan 
and Anil Nanda over the Escorts 
Heart Institute and Research 
Centre (EHIRC), what has got 
lost is the issue of how a charita- 
ble society has been converted 
into a corporate entity. Businessworld 
dug deep and came up with the compli- 
cated processes by which EHIRC was first 


converted into a society which did not | 


have a ‘not-for-profit’ clause, and then 


got a corporate makeover. Shortly after | 


that, 17.1% equity (of Rs 65 crore) was of- 

fered to Merlion India fund — owned by 
Singapore-based Temasek Holdings and 
Standard Chartered Bank. 


oon after Escorts group 
founder H.P. Nanda’s death, 
in 2000, his son Rajan Nanda, 











| specialist heart institute with donations | 


the Escorts chairman, intro- | 
duced a proposal to convert | 


EHIRC — registered as a not-for-profit 
society — into a corporate entity so that 
it could benefit from the international 


| converting a public charitable trustinto | 


THE ESCORTS DISPUTE 


_ Amysterious 


How Escorts made a ‘for-profit’ 


Rajan Nanda 


expertise of a foreign | come ofthe society was exempt under 
partner. “The conversion | Sec.10 (21) of the Income Tax Act, 1961. 
was done so that we could easily go for | So within a decade ofits inception, the 
joint ventures and take our expertise to | institute had accumulated reserves of 
a larger population in smaller | Rs 110 crore (in book value), including a 
cities and rural areas,” says Ra- | Rs 15-crore donations fund (for which 
jan Nanda. In May 2000, The | the donors as well as the society had 
proposal was approved by the | availed an income-tax exemption), and 
Escorts board, on which his | Rs 95 crore of tax-free surplus earned 
brother Anil Nanda was vice- | over the years. 
chairman and managing director. But due to legal constraints, the ex- 
What the board did not ask was how | isting ‘not-for-profit’ charitable society 
this corporatisation would take place. | could not drop or change its basic ob- 
There are major legal restrictions on | jective of charity. Nor could it allow its 
assets or profits to be distributed for 
a ‘for-profit’ corporate. So how was it | non-charitable purposes. So a new sôci- 
done for EHIRC? | ety bearing exactly the same name (Es- 
EHIRC was established in 1983-84 | corts Heart Institute & Research Centre) 
under the Societies Registration Actas a | was registered in Chandigarh, but not as 
charitable society. In 1988, it set up a | anot-for-profit society. 
The Chandigarh EHIRC had exactly 
from Escorts and its subsidiaries, and | the same clauses in its Memorandum of 
Goetze (India), among other organisa- | Association (MoA) as were there in the 
tions. Over the years, EHIRC’s heart in- | MoA of the EHIRC registered in Delhi. 
stitute in South Delhi has emerged as | Except two: Clause 3 (s) and Clause 23, 
one of India’s leading heart care centres. | which dealt with the charitable nature 
Over the years, its income and reserves | of the Delhi EHIRC (see ‘The Dropped 





| 
| 
| 


| have also risen significantly. As its pri- | Clauses’). The two societies, since they 





mary aim was not to earn profits, the in- 
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SEBASTIAN JOHN 


conversion 


company out of a charitable society 


under the jurisdiction of two different | 
offices of the Registrar of Societies, | 
which normally do not communicate | 
with each other. 

About six months after the Chandi- 
garh EHIRC was established, the Delhi- 
registered EHIRC was merged into it. 
Consequently, according to Section 14 
of the Societies Registration Act, the as- 
sets and liabilities of the Delhi EHIRC, a 
charitable society, got automatically 
transferred to the Chandigarh EHIRC, | 
which was not a ‘not-for-profit’ society. 
Since the Chandigarh-based EHIRC did | 
not have Clause 3(s) and Clause 23 in its 
MoA, the charitable nature of the Delhi 
EHIRC got buried in the process. So the 
Chandigarh EHIRC, which now owns all 
the assets and liabilities of the Delhi | 
EHIRC, gained control over them, but 
was not fettered by the not-for-profit 
and ‘charitable organisation’ clauses. 

Then, on 13 May 2000, the Chandi- 
garh EHIRC applied for registration as a 
limited liability company with a paid- 
up share capital of Rs 20.06 lakh, of 
which 2 lakh shares (of Rs 10 each) were 
owned by G.B. Mathur, treasurer of 
EHIRC. The remaining 600 shares were 
owned by Rajan Nanda (representing 
Charak Ayurvedic Institute), Naresh Tre- 
han and Escorts representatives Umesh 
Banerji, Lalit Khanna, Sumesh Sawhney 
and Chandigarh-based Atul V. Sood. The 
company then issued fresh equity 
worth Rs 180 lakh, of which 10% equity 
was in favour of Rajan Nanda’s family- 
held companies such as AAA Portfolio 
and Big Apple Clothing, while another 
80% was in favour of Escorts (Trehan 
holds the remaining 10%). As a result, 
the ownership of EHIRC, including all 
assets and reserves were acquired for a 
mere Rs 2 crore. The transition from a 
charitable society to a for-profit com- 
pany was made with due approvals of 
the Registrar of Societies and the Regis- 
trar of Companies at various stages. 





The opinion of the Supreme Court 


| advocates Bhasin & Company on the 


conversion, however, reads as follows: 
“ „the entire exercise of formation of the 
new society at Chandigarh, the process 
of amalgamation and subsequent in- 


| corporation of the company appears to 


have been undertaken with a view to 
give control of assets of the original soci- 
ety to Escorts Ltd...” 

Rajan Nanda counters this: “The for- 
mation of the EHIRC society in Chandi- 
garh and the procedure we followed for 
corporatisation was done within the 
ambit of law. We had taken legal opinion 
from eminent law firms such as Craw- 
ford Bailey and Soli Dastur.” 

Once Escorts acquired control of 
EHIRC, he offered the 17.1% equity to 
Merlion (It is not clear yet whether this 
includes the 10% owned Rajan Nanda’s 
investment companies). But what 
about the Rs 110 crore of reserves? 
Nanda says that “the reserves have been 
spent only on betterment of the hospital 
and expansion of healthcare services, 
not for any other purpose”. 

Meanwhile, Anil Nanda says he was 
aware of the move to corporatise 
EHIRC, but he claims he did not know 
how it would be done. “I did not ques- 
tion it till this whole issue of divestment 
came up,” he says. “A charitable organi- 
sation that was created out of donations 
and funds from various sources that re- 
ceived income tax exemptions and a 
number of other concessions from the 
government suddenly falls into the 
hands of those who go out and sell it off 
to earn money. How does one justify all 
this?” he asks. 

Despite his protests, however, Anil 
Nanda, who owns 2.5-3% of Escorts, 
cannot stop the EHIRC divestment. Ex- 
cept, of course, if, as a shareholder, he 
decides to go to court against the pro- 


| cess of merger and divestment. a 


SHWETA VERMA 
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MAHARASHTRA 
Securitising 
receivables 


OST states are in a fiscal 

M mess. While they struggle 
to increase revenues and 

cut costs, some savvy states are 
trying better cash management to 
ease the financial pressure. The 
Maharashtra government and ICICI 
Bank have just signed a deal which 
could be a trend-setter. The bank 
has securitised some of the state’s 
sales tax receivables. (Maharashtra 
has a total of Rs 4,000 crore 
outstanding under such schemes.) 
All state governments offer 
companies sales tax holidays if they 
set up units in backward areas. So, 
instead of paying sales tax the 
moment production starts rolling, a 
company can defer its sales tax 
payments, paying once it breaks 
even. What’s more, the company 
can treat these ‘deferrals’ as 
interest-free loans that can be 
repaid to the government over 10- 
15 years. The problem: 
Maharashtra needs the money now, 
and not 10 years down the line. 
Hence the securitisation deal. 
ICICI Bank will take two of these 
loans (Rs 153 crore to Reliance and 
Rs 50 crore to Mahindra & 
Mahindra) and put them into a 
special trust. The trust issues bonds 
against these loans. The money 
raised goes to the state 
government. Interest on the bonds 
is paid to investors once the two 
companies start paying back the 
sales taxes they owe. T 
AVINASH CELESTINE 





Maharashtra CM S.K. Shinde! 
seeking new revenue streams 
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AVE you ever wondered why 
domestic fuel prices have not 
come down in recent months, 
despite the appreciation of the 
rupee? The Indian currency has 
moved up by 7% against the dollar 
since April, so the landed rupee 
cost of imported oil should have 
come down by a similar amount. 
And these lower prices should have 
been passed on to consumers. 
This has not happened because 
global oil prices have climbed 
dangerously in recent weeks. The 
benchmark rates are now close to 
$32 a barrel, about the same level 
they were at in the days before the 
US invasion of Iraq. This is because 
of a combination of factors — 
OPEC's output restrictions, the new 
bomb attack in Jakarta, political 
instability in Nigeria and the 
continuing problems in getting 
lraq’s oil industry back on its feet. 
Energy economists believe that oil 
prices will continue to rule high in 
the months ahead. 

The result: our inflation rate, 
which is currently a few basis points 
below 5%, could be more resilient 
than expected earlier. Also, a 
sustained spell of high fuel prices 
could halt the stuttering global 
economic recovery. 


SS 





HERE is some speculation 
whether corporate investment 
will recover this year. Economic 
growth is expected to be above 
6.5% and many industries could 
run out of excess capacity. The 
recent surge in the import of capital 
goods suggests that the urge to 
invest is now stronger than before. 
A study by one of the pink 
papers shows that India Inc. is 
sitting on a huge pile of cash — 
Rs 46,424 crore. This is because 
companies have learnt to produce 
more while keeping capital 
spending under control. 
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IDEAS 


by Niranjan Rajadhyaksha 

ance brokers, 13 August was a dis- 

appointing day as the Insurance 
Regulatory and Development Authority 
(IRDA) chairman C.S. Rao deferred his 
decision on a crucial issue by two 
months. The brokers were expecting a 
relief from Rao’s 16 July notification 
which reversed the previous chairman 
N. Rangachary’s decision preventing in- 
surance firms from offering a 5% dis- 
count to those customers who dealt di- 


Fe India’s 95-plus licensed insur- 


The national income accounts 
show that gross capital formation 
by the private corporate sector in 
2000-01 (latest figures available) 
was Rs 1,12,326 crore. The current 
cash pile of the large companies is 
about 41% of this figure. 

This means that companies can 
step up investments in new 
capacities using internal cash. They 


may not trouble the debt markets rectly with them. 
too much, hence taking pressure Rangachary’s decision had removed 
off interest rates. the incentive for customers to deal di- 


While on the issue of interest 
rates, the US Federal Reserve met 
on Tuesday to decide on its interest 
rate policies. The consensus among 
economists and traders was that 
interest rates will be left 
unchanged. They were. This is 


rectly with insurance firms. Which indi- 
rectly created a need for insurance bro- 
kers who are able to offer a multitude of 
solutions to the customer across prod- 
ucts and across insurance companies. 
However, the insurance brokers — al- 
lowed to do business only since March 


despite the fact that the global 2003 — have been unable to make 
bond bubble seems to have burst much headway ever since Rao’s July no- 
and market interest rates have tification. A big chunk of the insurance 
climbed in July. pie is in general insurance where con- 

E tracts range from a few crores of rupees 


to hundreds of crores, but which have 
been out of reach of brokers as cus- 
tomers prefer to deal directly with insur- 
ance firms to avail themselves of the 5% 
discount. Even insurance companies 
prefer this arrangement since globally 
brokers are so powerful that they are 
able to pressurise insurance companies 
for better bargains on the basis of mega 
contracts that they put together from 
several of their clients. In fact, global in- 
surance brokers like $6 billion Marsh 
are even bigger than 
several insurance 
firms in Asia, Latin 
America and South 

East Asia. 
F Rao, who is 
meeting all par- 
ties concer- 
ned, has 
sought two 
months to sort 
out the issue. 
Till then the 
brokers have 
to wait it out. E 
GINA SINGH 


HIS column has already 
mentioned the possibility of 
new capacity creation here in India. 

But investment bank Lehman 
Brothers, in a recent research 
report, says that global spare 
capacity is at a 10-year high. So 
even if there is a surge in domestic 
capex, it may be restricted to only a 
few sectors. 


SS 


NDIA is on the verge of a huge 
consumer boom, says Merrill 
Lynch in a new report. Household 

consumption spending is expected 
to double — from an estimated 
$250 billion today to $510 billion 
by 2008. Real consumption is 
expected to grow at a compounded 
annual growth rate of 11.2%, as 
against 7% over the past seven 
years. The drivers of this boom: 
rising incomes, younger consumers, 
the spread of consumerism and 
falling interest rates. 





INSURANCE BROKERS 
Still in suspense 
| 
f 
| 
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DEBT RESTRUCTURING 


The NPA effect 


ANKS and financial institu- 

tions have been gripped by a 

corporate debt restructuring 

(CDR) frenzy. Till 31 July, 45 
CDR proposals worth Rs 44,204 crore 
had been cleared. The Rs 9,863-crore, 
Essar Oil CDR cleared last month (see ‘A 
New Lease of Life’, BW, 4 August) is, per- 
haps, the latest and biggest example. 
But will any of this help clean up India’s 
Rs 100,000-crore bad loan mess? 

The answer: not much, not now. 
Most of the restructuring done so far is 
for loans that are still reflected as ‘stan- 
dard’ in banks’ books, i.e. loans that 
hadn't yet been classified as non-per- 
forming assets (NPAs). “The major part 
of the loans which have been restruc- 


mains strong. 

The surge in debt restructuring be- 
gan in mid-2002 with the introduction 
of the corporate debt restructuring 
mechanism. Under this, in cases where 
consortium lending existed (this covers 
most large loans in India), if 75% of 
lenders by value agreed to a restructur- 
ing of debt, the plan could go ahead. 

Earlier, all lenders had to agree to the 
restructuring — even a small borrower 
with a couple of crores at stake. “The 





Cases in the offing 






Amount 
involved 


4,000 


Company 







Haldia Petrochemicals 













































aim (of the CDR frenzy) was to prevent 
fresh non-performing loans from 
emerging,” says Antony. These loans 
had been made at very high rates to 
firms in sectors like steel, which had 


seen a global downturn. 





According to him, though Rs 8,000 
crore worth ofloans are still pending be- 
fore the CDR cell, most of the big re- 
structurings are over, at least for now. 
Most pending cases are smaller ac- 
counts, between Rs 150 crore and Rs 200 
crore (See ‘Cases in the Offing’ ). The ex- 
ceptions are cases like Haldia Petro- 


| chemicals, where around Rs 4,000 crore 


is at stake. As for the big one — Dabhol 
— the account is unlikely to come up for 
restructuring as its assets are up for sale. 

But the CDR wave is by no means 
over. This February, the Reserve Bank of 
India allowed banks to put up even as- 
sets it had classified as ‘doubtful’ into 
the CDR. These are assets where the 
possibility of the bank recovering its 





tured so far under CDR are standard as- pene Spinning ta dues are far less than ‘substandard’ as- 
sets,” says Siby Antony, chief general  Gopran Pharmaceuticals 200 sets. Banks and FIs have also agreed to 
manager, IDBI. Banks account for such ` Nicco Corporation 300 help companies whose loans are 
restructured debts as standard assets Premier Irrigation 33 classed as doubtful, if less than 10% of 
though they are classified in a separate Shalimar Wire 173 the outstanding amount are NPAs in the 
category from the other assets. : borrowers' books. Cases under the 

Only a small portion of the loans Symbaoli Sugar Board for Industrial and Financial re- 
which have been restructured so far RPG transmission construction (BIFR) are also likely to be 
(numbers aren't available) were non- _Dharni Sugar discussed under the cell. This step alone 
performing. Having said that, these are Synergy Dooray would bring over Rs 9,000 crore of NPAs 
‘sub-standard’ loans where the possibil- for restructuring. E 
ity of banks recovering their money re- sa aA AVINASH CELESTINE 

ONGC 


Paying a heavy price for a mishap 


ALL it Black Monday. Even as oil exploration major 

ONGC comes to terms with the loss of 27 people in a 

helicopter crash over its Neelam field in Bombay off- 
shore, the possible strike announced 
by its workers’ union—or at least a 
slowdown, which is likely as the Bom- 
bay High Court has issued an injunc- 
tion against the strike—may cost the 
company dearly. 

The biggest impact could be felt in 

drilling. ONGC has 21 rigs in Bombay 
Offshore. It owns just seven of these. 





One of the victims of the copter 
crash being carried out 
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Each hired rig costs $0.33 million a day (about Rs 1.5 crore). 
The cost of just the idle rigs could be Rs 21 crore a day. 
What is complicating matters for ONGC is the leak in its 
sub-sea trunk pipeline bringing oil 
from the western fields to Uran near 
Mumbai. Though the two incidents are © 
unrelated, production will be hit by the 
oil leak too as the pipeline will have to 
be capped. The concern is more acute 
because the Bombay Offshore (not 
just Bombay High) contributes almost _ 
70% of ONGC’s revenues. And the 
dual problem may actually cost ONGC 
far more than estimated. 


a 
RANJU SARKAR 












FTER Mumbai, private FM 

stations are going shrill 

about which of them is the 

leader in Delhi. This, inci- 

dentally, is one of the most important 
battlegrounds for private FM players. 
Partly because this is where all the policy 
decisions are taken, and partly because 
the market itself is growing rapidly. A re- | 
“cent IMRB International survey among | 
the 15-plus age group in SEC A, B& C | 
households revealed that the daily FM | 
radio listenership in Delhi had in- | 
| 











creased to a phenomenal 16,9 lakh. 
On second thoughts, though, take | 
that number with a pinch of salt. The | 








IMRB 
250 car-owners in 
Delhi 


Radio Mirchi 
commands a 43% share} leader: 
of in-car listenership — | share o 
one-and-a-half times 
that of the nearest 
competitor 


| Sample 
| size 
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Frequencies that don’t match 
TNS MODE 


-T Radio Mi T is the È 













City and only | 
EM 


FM RADIO 


The usual refrain 


battle for the top slot is creating hilari- 

ous contradictions in the numbers be- 

ing doled out by market research firms. 
According to a TNS Mode survey of 


200 people, Radio Mirchi, owned by | 


Bennett, Coleman and Co, leads with a 
41% share of listenership in New 
Delhi. This was sort of corrobo- 
rated in another survey by 
IMRB, Restricted to 250 car 
owners who were inter- 
| viewed at 10 busy traffic in- 
tersections in New Delhi, this 
survey also put Radio Mirchi 
ahead of the pack. 

However, a third survey, 


A DRS 
1,010 people 













RED is the most popular 
nel | station with the highest 
 listenership in Delhi. 


d to 34% of i Listenership is mainly in the l 
‘at home’ category and not — 


| ‘in-car’ category 
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i 
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this one by Development and Research 
Studies (DRS), with a far larger sample 
size of 1,010 respondents refutes this. It 
says that the top 10 shows on weekends 
and weekdays are split across the three 
main players — RED FM, Radio Mirchi 
and Radio City. This seems logical ifyou 


| consider that most radio listeners are 


still in the sampling phase. 
According to DRS, RED FM, the Liv- 
ing Media station, has the top- 
rated show on weekdays, 
Good Morning Delhi. Ra- 
dio Mirchi’s Hello Delhi 
| ranks second. On week- 
ends Ameen Sayani’s 
Sangeet. Ke Sitaron Ki 
Mehfil on RED comes out 
tops. Incidentally, accord- 
ing to the survey, septuage- 
narian Sayani is the favourite ra- 
dio jockey across all age-groups. 
The survey also confirms an earlier 
finding by IMRB International in 
Mumbai that at-home listening forms 
a bulk of the FM market. In Delhi itis as 
high as 70% ofall listenership. Now that 
should be some food for thought to all 
those advertisers who have so far 
treated FM merely as a mobile- 
medium. | 
VANITA KOHLI-KHANDEKAR 








Answers to AMITY BIZQUIZ # 96 


“1. Which company markets its diamond studded jewellery line under the brand name Ishi’s? Suashish Diamonds 
. Pharmacist and chemist John J. McLaughlin invented which drink in 1904? Canada Dry 

. Who has directed the series of Pepsi ads featuring Saif Ali Knan, Fardeen Khan, Preity Zinta and Kareena Kapoor? Shaad Ali 
. Who owns the venture capital firm, Vulcan Ventures? Paul Allen 


. The Indian Cricket Players Association has launched a medical insurance scheme for cricketers in collaboration with which 
insurance company? National insurance 


8.: Which publishing house distributes Time magazine in India? Living Media 

T. Which entrepreneur would you associate with indus League clothing? Sriram Srinivasan 

8. ‘When business responds, business grows’ is the tagline of which company? Servion Global Solutions 
9. Name the managing director of Rallis india who quit the company recently. Rajeev Dubey 

10.*Which of the following luxury automobile brands will be launched soon in india? Bentley 


Winners of AMITY BIZQUIZ # 95 


1. K.R. Shanta Ram, Bangalore 2. Rupesh, Chandigarh 3. Balaji, Chennai 4. Subbrama, Bangalore 5. Pradeep Kumar Baro, Mumbai 6. Vinayak, 
Bangalore 7. Navin Thakkar, Mumbai 8. Gautam Rao, Bangalore 9. Janak Merchant, Mumbai 18, Sidharth Mishra, Bangalore 
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Worlds most 
trusted brands 
rely on Teksons 








Rest, rely on luck! 


Core Competence Credentials 

e State-of.art Copper Brass Radiator Plant © OEM Tier - | Supplier  * Over 50% Exports 
e World class aluminium centric manufacturing faciliy * Key player in Aftermarket 

Key Quality Differentiators Esteemed Clients 

© Over 4 decades of leadership * Leyland e Kirloskar e Mahindras 
+ Top-of-the-line Continuous Brazing Furnace e VFJ e L&T e CSF, USA 

o Fully Integrated plant * Comprehensive Testing e Punjab Tractors... 


e Customized Solutions - One stop shop 


Charge Air Coolers * Oil Coolers Kolshet Road, Thane 

Marine Heat Exchangers * Heat Exchangers The world over 
re 2 A. n3 __— Aluminium for the millenium 
For OE requirements contact Email: teksons@eth.net Website: www.teksonsradiators.com Tel: 91-22-25340351/1352 
Fax: 91-22-25340561. For Spare Parts requirements please contact our Authorised Dealer for Automobile Radiators 
J.D.V. Automotive Engineering Pvt. Ltd., Modi Chambers, Opera House, French Bridge, Mumbai - 400 004 
Tel: (91-22) 2385 9232/3. Fax: (91-22) 2386 7769 


OE & OE Replacement Products in Aluminium & Copper-Brass H 2 T 
Radiators for On-road and Ofthighway vehicles = == Ò BKSONS Lid. 
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BANKING 


From lead to gold 


Banks are trying to reform their loss-making customers 


FEW months ago, a friend 
casually slipped his ATM 
card into an HDFC Bank 
teller machine and was ap- 
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| bracket. This has a jar- 


palled when the screen told him that his | 


account had been deactivated. For the 
past several months, the balance in his 
account had been consistently slipping 


below the minimum Rs 5,000 required. | 


After several warnings, HDFC Bank had 
closed his account. He was among the 
bottom 10% of customers Indian banks 


turf out every year as maintaining them | 


is aloss-making proposition for them. 


Most banks are beginning to split with | 
such customers though their methods | 
may differ. At ICICI Bank and UTI Bank, | 


executives first meet such unprofitable 
customers. They discontinue the ac- 
count only if they fail to persuade the 
customer to improve his minimum bal- 
ance. HDFC Bank is not as gentle when 
it comes to giving the boot. 

In an age when everyone is fighting 
for marketshare, asking consumers to 


leave seems counter-intuitive. What | 


about bad publicity? Isn't one ignoring 


| 20,000. 


the notion of total lifetime value? Isn't | 


some business better than none at all? 


used to be.” As recently as 1998-99, 
banks raised money (through deposits) 
at 6-8% and lent at 16-18%. That gave 
them a comfortable spread of 6-8%. But 
with lending rates falling to as low as 8- 
10% and banks borrowing at 4-5%, there 
was pressure on their margins, reducing 
the spread to just 1-2%. 

The result: today, banks make a se- 
ries of assumptions while calculating 

And banks like his, ICICI Bank and | whether an account will be profitable. 
HDFC Bank, have unwittingly accumu- | ICICI Bank looks at the new revenues it 
lated a lot of these customers in the last | can bring in through cross-selling, the 
few years as they went on an aggressive | actual balance the customer will keep in 
wooing spree in a bid to grow business. | his account, the number of transactions 
Says Neeraj Swaroop, country head (re- | he will make(any higher than that, and 
tail banking), HDFC Bank: “When you | the costs will leach profits away). For in- 
try and grow hard and fast, you cannot stance, Swaroop, 
cherry-pick your customers. You will says that a branch 
end up attracting some customers who transaction costs 
will fail to maintain the minimum bal- @ between Rs 30 
ance.” Today, he estimates that 20- and Rs 50, while 
25% of his bank’s customers fall 
into this non-profitable 


HDFC’s Swaroop says the bank can 
be profitable only if customers keep a 
minimum balance of Rs 20,000 


But don’t ever mention any of that to 
Hemant Kaul. He will laugh you out of | 
his office. The vice-president (market- 
ing) of UTI Bank, estimates that as many 
as 40% of the customers in India’s bank- 
ing system are non-profitable. 
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ring impact on the 
bank's profits. On a typi- 
cal savings account that 
has a balance of just 
Rs 5,000, HDFC earns just a 

2% (Rs 100) a year. In con- 
trast, it spends close to Rs 
500 each year just servicing 
that account — mailing 
out the statements, the 
cheque books and 
so on. In fact, Swa- 
roop says, the the 

bank will earn 

profits on an ac- 

count only when 
the balance nears Rs 









Money for nothing 


The problem: 40% of customers don't ` i 


The impact: Banks spend more on 
servicing these customers than they earn © 











and charges for ATM access 
HSBC is willing to bear the costs in the 
hope of long-term gain 

ICICI Bank and UTI Bank cross-sell other 
products; charge for ATM access if 
balance falls too low 
Things are coming to a i 
head now. Ujwal Thakar, for- 
mer retail banking head of 
BNP Paribas says: The liabili- 
ties (lending) business is not 
as profitable 
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an ATM transaction costs Rs 15-25 (in- 
ternationally, an ATM transaction is 
one-sixth the cost of a branch transac- 
tion). And phone banking is slightly 
costlier than an ATM transaction. 

One alternative, of course, is to axe 
all the non-profitable customers. But 
among all the banks we spoke to, only 
HDFC Bank was willing to do that. Oth- 
ers like HSBC retain them hoping that 
the fundamentals of total lifetime value 
will kick in. “A lot of effort goes into ac- 
quiring a customer,” an ICICI Bank 
manager told BW, “we don'tlike the idea 
ofall that time and money going waste.” 
Which is why executives from ICICI 
Bank and UTI Bank meet such cus- 
tomers to chat about the profitability of 
their account — they try and cross-sell, 
they try and migrate the customer to 
cheaper channels. Such measures help 
banks make 50% of the non-profitable 
accounts profitable. 

What do you do with the other half? 
Most of the new customers come from 
the public sector banks. Also, as they 
move deeper into the non-metro and 
semi-urban markets, where income lev- 
els are low, the banks will increasingly 
face customers who are less willing to 
park Rs 10,000 in their account. 

So banks are heavily borrowing the 
‘pay per use’ concept from the telecom 
companies. For instance, competition 
has brought down rentals and call rates 





UTI Bank’s PJ. Nayak: the tech 
investments are paying off 


to among the lowest in the 
world. And customers who 
subscribe at those levels know 
what they will be charged for 
when using other services. Says 
Deepak Varma, the head of BPL 
Mobile's Bombay circle, the cell 
user knows just how much 
every additional service costs 
him — they are charged for 
everything. For the last two 
years, these banks have also 
been moving in that direction. 

In an ideal situation, says 
an ICICI Bank manager, “a cus- 
tomer would pay for exactly 
what he uses”. So the bank will 
charge these customers every 
time they use a service like ATMs. A cus- 
tomer with Rs 5,000 in his account will 
have free use of ATMs. Ifhis balance is Rs 
2,500-5,000, he can use the ATM only 
four times in a month, free of cost. If his 
balance slips below 2,500, he can use it 
only twice in a month, and pay a fine 
of Rs 250, 


The new savings accounts are like | 
tariff plans. Riding on their centralised | 


databases, these banks have clustered 


needs, Under PJ. Nayak, UTI Bank has 
come out with a student account. Since 





they cannot maintain a high balance, 
their minimum balance has been low- 
ered from Rs 5,000 to Rs 500. But it also 
knows that students will do most of their 
transactions in an ATM. That they won't 
need a cheque book. If they want one, 
they have to pay. Bank statements are 
emailed, not posted. 

The upshot: customers at the bot- 
tom of the pyramid will not be wildly 


| profitable. But this way, banks can con- 
customers according to their financial | 


trol costs while coming up with differ- 
entiated products. A win:win solution. 
M. RAJSHEKHAR 
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Product Penetration 


This week, we present the last in a series of four excerpts from The MarketingWhitebook: 
the table examines product penetration across India 


Climbing the consumption pyramid 
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WRISTWATCH (MECHANICAL) 


Figures denote number of households per thousand that own the product 





Source: NCAER 





BUSINESSWORLD 30 25 AUGUST 2003 


HEMANT MISHRA 












o get to wo 






Join the queue, mate. 





The Businessworld Special on great places to work, takes you 
inside the companies everyone wants to get into. 


BATES 4B1E12 


Businessworld 


The best ci 


for busin 


IT’s largest ex 


the power 


the sessions will demonstrate how 
\ completely chan Id ways of doing business. 
in the Indian IT sce will be present 


will you? 





iting opportunity 
nd tech gurus - 


ition, Infocom 2003. 


Conference & Exhibition m m 
NASSCOM Businessworld 


Conference: The Oberoi, Kolkata 
Exhibition: Maidan, Kolkata 








o-in-one 


Can MphasiS BFL scale up its 
IT-services-and-BPO model? 


SHISHIR PRASAD 


TANDING on 42nd Street in 
New York, an old lady desper- 


ately trying to find an ATM | 
called anumber. The call was | 


taken in MphasiS BFL’s Pune 


office. The operator putheron | 


hold, checked the database, sifted 
through the ATM location list, did a few 


mental calculations and then gave her | 


the address of the nearest ATM. The call 
lasted 50 seconds. The old lady mut- 


tered a ‘thank you’ and hung up. This | 


was not the first time. The operator in 
Pune was smart enough to realise there 
was a pattern. The query was simple, 
but took almost a minute to answer. She 
spoke to a few programmers in MphasiS 
and they retrofitted the database with 
an algorithm that would throw up the 


address of the nearest ATM in 3-4 sec- 
onds. That was August 2001. When 
MphasiS chairman and CEO Jerry Rao 
heard about the incident, he knew he 
had stumbled upon an idea whose time 
would come pretty soon. The idea — to 
meld IT services and business process 
outsourcing (BPO) — is as simple as it is 
powerful. But it's difficult to execute. 

“Tt wasn't clear to us then what we 
were on to, But our customers were de- 
manding that we provide BPO services 
along with IT services,” says Rao. More 
and more customers of Indian IT ser- 
vices firms are behaving like that old 
lady. They want to add transaction pro- 
cessing, call centres and helpdesk sup- 
port capabilities along with IT services. 

BPO is already a $2 billion industry 
in India and growing at more than 20% a 
year. But a large part of the revenue 
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comes through pure play BPO outfits. 
Most IT services firms are still unsure 
about operating this business. MphasiS 
is the only one in which BPO brings in 
almost 30% of the revenues. Its biggest 
customers like Capital One, JP Morgan 
Chase, Citigroup and FedEx use both 
the services. “We are trying to convince 
customers that ours is a new way of do- 
ing business,” says Rao. Its BPO rev- 
enues as a percentage of total revenues 
is unmatched by anyone in the IT ser- 
vices industry (See “The BPO slice’). But 
MphasiS’ BPO division, MsourcE, is still 
not profitable though its losses have 
come down from Rs 2.97 crore in Q4 


| 2002-03 to Rs 74 lakh in Q1 2003-04. And 


MphasiS as a whole is making profits. 
Why is this integrated model so im- 
portant? “IT services are ultimately used 
to improve processes. You can take a 
bite of IT services of many processes or 
take entire processes offshore, includ- 
ing the IT services part. The margins as 
well as stability of revenues improve if 
you do it right,” says Jessie Paul, head 
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(marketing), | Quintant, 
which has developed 
frameworks that help com- 
panies identify which 
processes can be offshored | 
most effectively. | 

There are many difficul- | 
tiesinintegratingIT services | 
and BPO. First, while the 
end solution is a combined 
offering, the skill sets re- 
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BPO REVENUES AS A PERCENTAGE OF TOTAL REVENUES 












margins in the second half 
ofthis year,” says Rao. That 
is also because upfront in- 
vestment in BPO is typically 
three times that in IT ser- 
yices. “Even Spectramind 
went into profits only when 





they reached a headcount 
of 4,000 or so. In BPO you 
have to invest ahead of the 


















quired for the two are differ- | HCL TECH 

ent and managing the two Figures in % 

types ofemployees is a chal- s 

lenge. Second, IT service Staffing patterns 

projects typically last 3-6 =~ Te m No. of iT 

months, while BPO con- | Company services 
employees 


tracts last 3-5 years. Third, 
since IT services earn more 


revenues than BPO in most | INFOSYS 


companies, it calls the shots 
on how solutions are de- 
signed and sold. 

Its competitors say MphasiS never 
planned on integrating the two busi- 
nesses. “(Even now) they hold both the 
businesses in separate companies!” 
says one. Rao admits that, but says: “We 
are beginning to see the synergies, and 
very strong ones at that.” In fact, itwas a 
customer that pointed out the syner- 
gies. “We (MphasiS) were developing 
the website for this company. Our call 
centre (MsourcE) was handling their 
helpdesk. One of their guys asked, ‘Why 
don't you use the problems that people 
report with our website to improve its 
design?” says Rao. That is what got 
Mphasis scale its up BPO operations. 

But success is not without its detrac- 
tors. “I have two questions for MphasiS. 
One, why are they in such low-end work 
as call centres? And two, why are they 
making losses?” asks a New Delhi-based 
BPO competitor which has a large ana- 
lytical services division that does ge- 
nomics data mining. 

The point is call centres have the 
lowest billing rates (of $8-12 per hour) 
and offering cost improvements year af- 
ter year will be tough. Rao has a simple 
explanation: “Call centres are the way 
you begin. But we are starting to change 
the work profile.” MphasiS has just 
signed up a customer for which it will be 
doing the back office tax preparation 
work for accounting firms in the US. “In 
the US, 120 million tax returns are filed 
annually. We think the business can 
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scale up well,” he says. 


And even on the call centre business, | 
Rao puta different angle. “As more and | 
more Americans decide that companies | 


should not call them for telemarketing, 
the only time companies will have of 
selling to their customers is when the 
customers call the company with a 
complaint or for help,” he says. 

What about the losses BPO is run- 
ning up? “We made a few mistakes. We 


started two centres. We should have | 


started one, made that profitable and 
then started the second. We also made 
errors when we negotiated our early 
contracts. But it is not a serious loss. We 


will grow and have double-digit net | 
| surance. These are the people that the 
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demand and make money 
when the demand and ca- 
pacity utilisation increa- 
ses,” says an equity analyst. 

At a headcount of 3,000 
today, MsourcE expects to 
make operating profits over 
the six months or so. Group 
marketing director Aditi 
Malik says: “I think this is 
right time to put the two 
(BPO and IT services) to- 
gether.” MphasiS has taken 
some steps to move in that direction. 
One is a clear organisational change. 
“We'll have global relationship man- 
agers to deal with business heads of our 
clients,” says Rao. The idea is to sell 
MphasiS at a higher level in the organi- 
sation. He adds: “The global relation- 
ship manager will then be able to drive 
the BPO and IT services parts of the so- 
lution that go out to the customer.” This 
is to ensure that the customer does not 
have to talk to two different parts of 
MphasiS and then hope that they com- 
bine their efforts. 

The other thing MphasiS has done is 


| ithas hired people from its target indus- 


try — banking, financial services and in- 


global business heads can relate to. 
“These people understand what should 
be offshored and where the problems 
will arise. We will continue to increase 
their numbers,” says Madhavi Soman, 
head, business analysts group, Mpha- 
siS. Even now, among similar compa- 
nies, the ratio of business analysts to IT 
services professionals is the highest for 
MphasisS (See ‘Staffing patterns’). 
Strategically, Rao has MphasiS at an 
interesting phase. Since it has already 
learnt from its mistakes, it should be 
able to operate the two businesses as 
part of a whole. How quickly it is able to 
offshore processes like claims process- 
ing, loan services and origination over 
the next year will be a test ofits model. $ 
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Is there a way to reach gas to homesat | 
half the cost of LPG? Is there a way to | 
generate and sell power at Rs 3 a unit? Is | 
there a way to convert gas into diesel? Is 
there a way to lay an information | 
highway to millions of Indian homes and 
provide music and video ondemandat 
affordable prices? And then take that | 
model to countries around the world? | 
Those are some of the questions that | 
are occupying many bright minds in | 
Reliance these days. They symbolise the 
-attempt of India’s largest business group 
-to move into the “next orbit”, as | 
: Dhirubhai Ambani would have put it. 
They also symbolise the attempt to | 
transform an industrial behemoth intoa | 
consumer-facing organisation. It would | 
- be foolhardy to expect the journey tobe | 
smooth. But as anybody who has 
„watched Reliance all these years would 
know, it would be even more foolhardy 
not to take it seriously. 
_ Inalong session with Businessworld 
Editor Tony Joseph and Deputy Editor 
Indrajit Gupta at the 132-acre Dhirubhai 
Ambani Knowledge City on the Thane- 
`- Belapur Highway, Mukesh Ambani 
revealed the thinking behind Reliance 
“Phase Next. Excerpts from the interview 











| & A let of things have happened in the last one year since 
| you took over. How do you look back at the year? 


| been like? 
| Idon'tthink in terms of managing or leading the groupandall 
| that, Frankly, there has been a great deal of continuity. Papa 


| move will be there.” A lot of people make a big deal out of i 


| today — in oil retailing, in gas pipelines, in telecom 
| networks and power networks — one can sense the nature 
| of the group is changing in fundamental ways. It is much 
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_ RELIANCE 


At a personal level, it has been a very, very difficult year. He 
(Dhirubhai Ambani) and I were very, very close. You don’t re- 
alise that one year has gone by just like that... [feel the mo- 
mentum has kept going till now. It actually takes overand does 
not give you time to think about these (things)... We've beer: 
brought up ‘in the belief that once you have a goal, you should 
be focussed on it and not on the obstacles. The day you start 
focussing on the obstacles, you'll miss the goal. That has actu- 
ally kept us so busy that we had notime to think. But when 
sometimes I sit back, yes, I miss him. It is always difficult, 


@ In terms of managing the group, what has the change 


had his own operating style. He had a brilliant operating style 
He always said, ‘I made myself. My success isin the fact that 
whether I am there or not there, the speed at which T want to. 


things. Frankly, there is continuity, there has been no transi- 
tion. It is the same management team and there lies our 
strength, When you look at a large company anywhere in the 
world, when the leadership changes, a lot of things change 
too. But for us it has been continuity. Whichever way, with or 
without papa, we would have done exactly the same things. 


Œ If one looks at the investments that you are planning 


more about ‘networks’ than has been the case so far. How 
would you define the change? 

When we started thinking about it, in the late 90s, when we 
were nearly through with refining, we were very clear that In- | 
dia has oil and gas and we have to find it. That would be the ~ 
upstream investment. But given our healthy cash flows, we re- 
ally had to think of where else we wanted to go and what India 
needed. Papa in his speech as chairman of Reliance at the 
2000 AGM had said: “We see services growing, they are going 
to form a large part of global GDP and whatever opportunity 
we get, we will create competencies and invest in the services 
business with our goal as 2005.” That meant five y om 
then, we had to have meaningful revenues from services. The 
endgame that we had visualised was to leverage Reliance’ ex- 
isting strengths of large project financing, complex project ex- 






























ecution, and the ability to use leading edge 
technology to deliver value to the average In- 
dian at affordable costs. And to do all this ona 
scale that would make sense for us. 

With that in mind, and taking into account 
all the developments of the nineties, we quickly 
came to the conclusion that every household 
will need energy on an ongoing basis and it will 


These would be the two fundamental areas. Energy was our 
own area; we just added information and communication. We 
saw growth here. We also saw technology maturing in these 
areas and deregulation happening at the same time. We were 


competency we had to build was creating value for con- 
sumers. The question was, how do we create competency in 


a perception of value. 

Coming out of that were things like ‘Can we be the choice 
supplier of power?’ ‘Can we be the choice supplier of gas and 
gas distribution to individuals?’ ‘Can we be the choice sup- 
plier of diesel, petrol and kerosene?’, ‘Can we be the choice 
supplier of data, voice and video communication?’ and, at the 
end of the day, ‘Can we also be the mobile data and voice sup- 
plier of choice?’ That is how we started off and then opportu- 
nities emerged. We really think that there is convergence of 
these two sectors. This is what we are chasing in what we call 
our second phase. 


E Can you explain a little more what you mean by these 
‘new competencies’ that you need to build now? 

The first competency is what I call ‘understanding consumer 
preferences and delivering consumer values’. We as a country 


directly. We appoint an agent who will get a distributor who 


not shirk from looking the consumer in the eye. We are not go- 


Reliance Industries vice- 
chairman and managing 
director Anil Ambani is the 
man leading the charge into 
the energy sector. A graduate 
of the Wharton Business 
School, the extrovert Anil is 
considered a financial whizkid 
and the brain behind many of 
Reliance’s innovative money- 
raising instruments over the 
last decade like the 100-year 
bonds. As chairman of 
Reliance Energy (formerly 
BSES), he is pushing to make 
it the biggest power 
distribution company in india. 
It already operates in Delhi 
and Mumbai. The gas strike 
has opened up a range of 
new possibilities for him 


also need information and communication as a service. | 





very lucky that we had the appetite to build. The only new | 


the company to serve the consumer and, within that, get him | 











ing to give it (the chance) away to dealers, we 
are not going to give it away to agents, (we will) 
ensure that customers can see, touch and feel 
Reliance. That is one set of competency. 

The other major competency that we have 
to build on is managing people as we scale up, 
as we spread geographically. This will allow us 
to move from managing 50,000-60,000 people 
at a few locations to managing 150,000-200,000 people 
around the country. And if we can manage them in different 
geographical locations, we will have a basis then to globalise. 
In the last 18 months, we have put more than 150 Reliance 
people in the polyester and refining businesses in 20 coun- 
tries. All of this is teaching us new things and I believe that the 
best way of learning is by doing. Give us two or three years, and 
we will be a good, strong consumer-facing organisation. 


| W Telecom has been the first sector where you have tried 


| 
| 
| 
| 
| 
| 
| 
| 
| 


to become a ‘consumer-facing organisation’. What has that 
experience taught you? In hindsight, did you launch the 
service before you were ready? 

Well...it was an emotional tradeoff (to push for the launch of 
Reliance Infocomm services on 28 December, the birth an- 
niversary of Dhirubhai Ambani). In hindsight, it was a few 
months earlier than it should have been, but the emotional 
energy thatit created makes me think it was still the right deci- 
sion. We were very quick to acknowledge that we needed time 
to make up. We put our heads down, we worked in the market- 
place, we worked on our interconnections and we came back 
to all our customers and we find that now we are making up 


| for that (lapse)... The culture still is ‘let’s do new things’, it does 


do not have many companies that want to face the consumer | 


will have a wholesaler who will have many retailers. By and | 
large, that is how we market. (But) our strategy is that we will | 




























not matter if we make mistakes, we will correct them, but we 
will make sure that we won't commit the same mistake again. 


E Do you still think Infocomm will break even this year? 
Yes, ifthe present trend continues. We are in reasonable shape. 


I But there could be regulatory surprises — especially if 
the decision at the telecom disputes 
authority goes against WLL... (As it indeed 
did later — Editor.) 

We (India) have to get out of this. In the service 
area, India has really delivered value by deli- 
censing. My favourite story is that of our poly- 
ester business. From 1980 to 1990, we strug- 
gled, struggled and struggled. By 1990, it was 
delicensed. By 1996, we had grown 10-12 times 
bigger. In the 21st century we don't need a li- 
cence permit raj. In 1999-2000, we were the 
highest-cost mobile and fixed line service 
country in the world. Today we are the lowest- 
cost service provider. This is what deregulation 
does to consumers. In a democracy, there will 
be enough collective wisdom to see that we 
benefit... I really see that regulation is neces- 
sary only for customer protection. It will not be 
for anything else. Fortunately, in the petro- 
leum sector, we are getting there. In power, we 
are getting there. In the telecom sector, the in- 
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tent is there... As I have always said, there will be 
short-term risks. But if you take a medium- to long- 
term view, I frankly see zero risk. 


i But would the telecom business make economic 
sense for you if the cost of entry for both WLL 
and GSM were to be equalised? 

What is entry cost? What is the mobile business like? 
It really means allocation of spectrum. Nothing else. 
Our entry costs are already high if you look at the cost 
per Megahertz (MHz) that we are paying. We only get 
5 MHz spectrum. If equivalent spectrum is given (to 
both WLL and GSM operators), then the incremental 
spectrum will actually be cheaper (for us). Every- 
body, including the cellular operators, have agreed 
on unlimited entry. When the government converted 
the cellular licence fee into a revenue sharing 
arrangement, it said, ‘We are giving you the option of 
paying revenue share, but we are taking away from 
you the guarantee that there will be only three li- 
censees. I can bring 10,20, as many as I want’, 


® To go back to the idea of networks — if you 
look at a house today, you will see the power line 
coming in, the cable line coming in, the telephone 
line coming in, and perhaps the gas line. And you 
are probably the only group which has plans for all 
of these. Is that the way you see the group’s 
future, and are there synergies in looking at 
things this way? 


> multHevel marketing company uploa 


"cable speeds. Again, a single cable will be good enough for 
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higher speeds. More important, itha 
working on Java applications that: 


ly to his company database from his 
host these applications on ‘Infocomm ial 
setting up their own servers. Reliance’s competi 
many of these things too, but “our bundle 
bigger’, says Infocomm president Prakash Baj 
_ Infocomm's third phase, whenever. it ‘comes, V ; 
path-breaker, though. The idea is to provide broadband se 
directly to homes using a popular technology called ethernet that. 
‘allows data to flow in gigabits or a 100 times the current copper 


streaming video and communication. Bajpai says the investments © ae 
in the enterprise business will cost another Rs 5,000 crore- 7,000 
crore, apart from the Rs 10,777 crore that has already been spent. ` 


There are huge amounts of synergy. Up to the home, 
they all go into the same trench. So there will be capi- 
tal cost savings. And, obviously, anything that is done 


Still, the hope is that it will break even in the first year. Says Bajpai: 
“Infocomm is an annuity business and we expect it to be an E 
-important cash cow in the coming years.” 





at a lower cost in a competitive market benefits the 
consumer. As we go along, we would like to reduce 
the capital costs and we are working on how we doit. 

The next synergy is in terms of the operating cost. Here, the 
biggest cost is billing, collection and use of technology. If we 
can get this cost low, then we can bring these services within 
the budget of the customer. l 

We measure value for the consumer differently from the 
way it is done in the West. We think of per capita income. Our 
per capita income will grow over a period of time, but right 
nowifyou want to reach 200 million households, you are stuck 
with an income level of about $600. And if you say you want to 
reach only 50 million or 100 million households, then also the 


income level does not go beyond $600-700. Then the judge- | 
ment you have to make is how much money an average | 


household at that income level is likely to spend on energy 
and how much on information. That is the purchasing power. 
Our challenge is to match things so that I get a return and I get 


my customers to use my services. We have to think outside the _ 
| bilities, we will have this global market for information-com: 
Then, as per capita income goes up, we will take a share of | . 
_ those incomes. If today we look at the US, AT&T is rolling out 


box to find solutions here. 


video, data and voice services — $99.9 for video service, $48 
for all-you-can-eat fixed line services, and if you add up all 
these and other services, it comes to about $180 per month: 





They are growing very well and they can then lookattheircap- | 


| Œ And you see this mostly as a technology problem? 


J. SURENDAR 


ital and operating costs on the basis of those revenues. But at 
$180 per month, my market will shrink to 5 million, 2 million 
or 1 million consumers and that is not interesting enough for 
me. Our challenge is continuously to marry these things. To. 
that extent, when we bring in synergies, it helps us in bringing 
down the costs to the consumer. 





It is a capital-productivity-execution problem. Itis a full busi- 
ness model, a unique business model that we are trying to de- 
velop ourselves. 

Our view of the world is that there are 6 billion people liv- 
ing in it. Take out the 1.5 billion who are in the developed 
world and there are 4.5 billion left who have got such low pur- 
chasing power that the Western world does not even think 
they are worth chasing. But if we can demonstrate our capa- 


munication. 








& That is quite similar to what Prof. C.K. Prahalad has 

been talking about for some time: the market opportunity 
at the bottom of the pyramid. 

Absolutely. I will go one step beyond and say, out of these 45 - 
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billion, China is something that we are trying 
our best to understand. Frankly, they do not 
have the burden ofaccurate accounting. Itis so 
difficult to understand what these guys are do- 
ing. So remove a billion people out of that. You 
still have a 3.5-billion-people market in Africa, 
Latin America, the Middle East and other parts 
of Asia. So if we are able to ‘crack the code’, and 
say that, yes, now we have a product for people who have got 
per capita incomes of $600-700, then we can leverage our in- 
formation-communication solutions in the second half of this 
decade. In energy, maybe we could look at selective, niche in- 
frastructure. Otherwise, energy infrastructure has been very 
well developed since 1910. So this really is our aspiration. 


E In energy in India, there has been some movement in 
liberalising the power sector with a new Electricity Act 
being put in place. But as Enron has shown, unless we see 
substantial reduction in the cost of producing and 
distributing power from private plants, the problem 
wouldn’t go away, would it? 

Conceptually, the policy direction is right... Let’s talk about 
pricing. Our view of the future is that if we look at the next 20 
years, India is blessed with low-cost fuel — gas. With this avail- 
ability of gas, if you take the average value of the rupee at 45 or 
50 to a dollar, then you should arrive at a cost of between 
Rs 2.20 and Rs 3 per unit of power (from new gas-based 
plants). Frankly, Rs 2.50 per unit is our assessment. 

So, if] look at the next five years, we have got a great oppor- 
tunity because of the increasing productivity of power equip- 
ment, because of gas finds in India, and because of deregula- 
tion. We now have got a real chance to fix our power sector. 


E What is the next step for Reliance in power? 

Our next step is we will look at entry into distribution. We will 
integrate the whole balance sheet. Basically Reliance Energy 
(formerly BSES) will be our power distribution centre. We are 
open to all options. We can look at taking over existing distrib- 
ution systems or we can look at brand new distribution sys- 
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tems, whichever gives us and the consumer 
more value. You have to evaluate the options 
case-by-case, city-by-city. If you are getting a 
50-year-old network that has no chance of 
working, you are better off building the next 
generation network straightaway. 


© Are you still waiting for the regulatory 


| environment to clear up? 


I think the regulatory environment will clear up, what we are 
really waiting for is movement in the states. We anticipate that 
the big thrust will happen only after the elections. 


© Is it your intention to use the gas you have discovered 
mostly for power generation? 

We think India has got large quantities of gas. We can't just be 
relying on one use for it. Basically the largest market for gas 
anywhere in the world is power generation. That makes sense 
for us also because of our service strategy. Next is petrochem- 
icals, where it will give us a large advantage in terms of coming 
ona par in with our friends in Iran, Iraq and everywhere. Until 
now, we had been working with a tremendous disadvantage 
in feedstock cost. 

The third use is for home consumption and cooking. That 
is a large area. That is something we are working extremely 
hard on, to try and get the economics right. If we do, the cost to 
the consumer relative to LPG will halve in a single shot. And it 
will also free the government of LPG subsidy. 


E But compared to power or petrochemicals, the demand 
for natural gas from the domestic sector would be quite 
low, wouldn’t it? 


| Absolutely right. Today, in India, gas at home is used only for 





cooking. But think about this — this is where we would like to 
experiment with technology — using gas for refrigeration. 
One of the primary uses of fuel anywhere in the world is for 
heating or ventilation. And ventilation is the sophisticated 
name for air-conditioning; HVAC is what we call it now. In In- 
dia, the fuel used for HVAC is zero. If we build a fuel distribu- 


On the left is a picture that symbolises the traditional 
strength of Reliance: big project execution. It is an oil 
rig that is being used by the company’s oil & gas 
exploration & production operations. The picture below 
is the face of the new “consumer-facing organisation” 
that Mukesh Ambani wants to build. It is a Reliance 
Telecom centre which ensures that the problems of 
its subscribers get solved as quickly as possible 
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tion infrastructure, I am sure there will be further de- 
velopments and the cost will be low relative to power. 
Itlooks impossible today, but in the next two years it 
will be in the realm of possibility. If that happens, we 
are all trying to figure out what the Indian market can 
be. It can be large, given our conditions. If you make 
air-conditioning cheap, lots of people might want it. 
From our point of view, I am better off relying on 10 
million customers who pay me every day rather than 
on three power plants. 

Within the group, we are doing a lot of pioneering 
work on gas. For example, we are looking at convert- 
ing gas into liquid kerosene, diesel, and gasoline. A 
few other companies like Shell in Indonesia have 
also been working on this, but there are issues of cap- 
ital costs, catalyst cost and conversion efficiency. We 
are putting a group together. We see long-term po- 
tential here because the world is going in for cleaner 
fuels. If I look at the next 20 years, you would want 
zero-sulphur diesel, and the same with gasoline. 
What am I doing today? I am taking crude oil, run- 
ning it through the whole Jamnagar refinery (with 
Rs 25,000 crore ofinvestment), where it goes through 
all kinds of chemical and biological processes to try 
and get for you fuel with 0.05% sulphur content. That 
increases your capital costs and your operating costs. 
If you think about it, I take crude from the ground, I 
put in $5 billion and at the end of the day I get 30 mil- 


lion tonnes of crude and 60 million tonnes of distil- 


Tate products. Now if I have gas, I can bring it to the 
shore, put a large GTL (gas to liquid) plant — today, 
conceptually, the capital cost should be around $3 


Where Reliance sees itself ~ 
_ ENERGY (POWER & GAS) ‘ 


“Reliance is better off relying on millions of individual custome 
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x n HE hoopla around Reliance’s gas strikes has died down and 
j energy play is taking shape. A cheap source of 















Kakinada on the east coast to Goa (where 
‘onthe west coast, with spur lines to Kama ad” Ne 
the South and Dabhol and Uran in the West. But it isn't clear: whe 
erthe government will allow that— and break: Gail's monopoly. 

In power itself, the opportunity is anything but small. indi 
needs an additional power generation capacity of 100,000 MW in 
the next few years. But instead of jumping into generation, 
Reliance is eyeing distribution first, since that gives it better cor 
over cash flows. And, as Mukesh Ambani says in the interview, 





rather than on a handful of bankrupt SEBs.. 


billion — and come up with high-yield, absolutely 
pure kerosene, gasoline and diesel since gas by na- 
ture has no impurity. These are three products the 
world will need. Everything else is just gas, we will al- 
„ways find other uses for it. 
But the challenge is to get the right kind of catalyst and to 
get the economics right. Now it is the domain of one or two 


players in the world, but we are working on it. If we succeed, | 


then this would be a huge opportunity and gas will not be- 
come a burden to you. Qatar has large amounts of gas. Iran has 
large amounts of gas. If we cannot use the gas, there would be 
no benefit. Like, if we just invest in making LNG and then 
transporting it, we think it will be capital-inefficient. So this is 
what we are going to push for — all the four options. And LNG 
will always remain another option. 


E How long will it be before you start delivering the gas? 
We will deliver the first commercial gas to the shore in 2006. 
There will be some initial pipeline. 


i It is not a long gestation period... 

Itis, but you lay it first to the nearest market. Say, you bring it to 
Andhra Pradesh and supply to all the power plants in Andhra 
Pradesh, then you grow step-by-step, year-by-year. 


S When you look at the group today, there are two 
concerns that come up. One is about telecom, which you 
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| 
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addressed. The other is that the margins in the old-line 
business are falling. How do you respond? 
See our bottomline results. 


E No, we can see that your profits are going up, but fam ~ 
talking about margins. 

The very simple answer is that any financial concern should: 
only becomea concern when you see the bottomline. Ifyou 
look at our bottom line quarter-by-quarter, year-by-year, what 
we can say is that we will not disappoint you. If you look at 
medium term, we think that in all the businesses that we are 
in, it is not as if we have finished with growth -~ whether it is 
polyester, plastics or refining. Upstream oil and gas have not 
even started. India is very deficient in energy. So there could be 
profitable growth there maybe for the next 20 years. Look at 
the refining business; India’s demand-supply parityis cont 
fortable if just look at fundamentals. And if Nookat per cap! 
consumption, we have a long way to go even if you want 
reach 33% of the world per capita figure. If youlook atthe total 
number of cars that are coming into the system, the purchas 
ing power, thenext 10 years will be areasonable growth period » 





| for the refining business in India. The same is true of plastics. 


| and polyester. They may not yield the 25% growth that they 
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story — a 


did in the eighties and nineties, but we still feel 
that they are in the low double-digit group, 
which is good. 

The first thing that drives business is 
growth. The second thing that drives business 
is competitiveness. In each one of our busi- 
nesses, we are passionate about competitive- 
ness. At the end of the day, we have a track 
record where we have outperformed others in virtually every | 
parameter of competitiveness. 

This will drive our overall margins. If you look at princi- | 
ples, this is what drives your margins. What happened in Info- | 
comm? Look at our capital productivity. Look at the growth. 
This market will be growing at 25-30% compounded for the 
next 15-20 years. Right now it is growing even faster. But over a 
period of time, it will grow at this rate. 

Given growth, given our stress on capital and operational | 
productivity... For us, business is all about operating margins. 


E But there does seem to be a fall in return on capital 
employed. Could it be that you are in investment mode 
today, and it will take time for those investments to pay 
off? If so, how long will it take? 

Let us look at these numbers... oh, this is the impact of the | 
merger (of Reliance Industries and Reliance Petroleum). What 
you are doing is you are taking capital employed in an 
Rs 25,000-crore asset which is one year old and merging it 
with a Rs 25,000-crore asset which is 10 years old. Then you are 
going to see that. But if you think about it fundamentally, that 
if I employ so much of capital, what am I getting in terms ofre- 
turn on capital employed vis-a-vis my peers, vis-a-vis my last 
year's growth, on a continuous basis — international peers, 
domestic peers, and sectorwise in terms of how many sectors 
are getting a return on capital employed, even cumulatively, of 
12.5 or 13% — you will see our numbers are better. 

We think that both our return on net worth and capital em- 
ployed are very robust. In fact, we have outperformed the in- 
dustry year-on-year. Your question is relevant to what hap- 
pened in the nineties. In the nineties, when we built the 























refinery, Reliance's cash flow was Rs 5,000 crore. 
It may not be accurate, but I am quoting that to 
give you an appreciation of the issues. And at 
Rs 5,000 crore, we said, okay, we will invest 
Rs 25,000 crore. So there was debt capital that 
came in. Because of that, you had incremental 
debt cost which you had to write off. So your 
overall return on capital went down until you 
brought in returns from that deficit. That happens particularly 
| whenyou have large capital-intensive businesses not built out 
of your own cash flows. 

We are now moving into a very different situation. Frankly, 
our issue now is that if I look at the Reliance group as a whole, 
our cash accruals are — again I am giving you ranges — 
Rs 11,000 crore-14,000 crore without Infocomm. And in the 
first year of Infocomm, which is 2004-05, if you take into ac- 
count all the group companies, cash accruals will effectively 
be Rs 19,000 crore-23,0000 crore. 

If I now look at the cumulative cash accruals in 2004-05, 


| 2005-06 and 2006-07, I have got Rs 75,000 crore. This is stable 


cash flow. For me, investing that Rs 75,000 crore is the chal- 


| lenge. What we are doing is pretty much investing only what 
| we earn. We would never again have a situation where we do 


what we did earlier for leapfrog growth. When we did the refin- 
ery, we played a major game of doubling Reliance in a three- 
year time frame. 

When you do that, all your financial indicators come be- 
low line and they stay there until that investment pays off. If it 
does not pay off, then you are in trouble. Now we are saying, 
fine, this is it; we are investing our own money. If you look, In- 
focomm has zero external debt. It is literally like Reliance’s 


| debt, Reliance as a group. That is the strength of Reliance now. 


These days when we do capital allocation, it is allocation out 
of our own money and not that much out of borrowed money. 
The challenge of return on capital employed will remain be- 
cause whatever money I earn, I am also accountable to earn- 
ing money on it for you again. IfI earn Rs 10,000 crore, I cannot 
say that I have earned 10,000 crore... 


© Unless you return the money... 

But will never see any parameters then, because what- 
ever I earned last year, I have not added a huge interest 
cost on it to depress my return on net worth or my re- 
turn on capital employed. As long as I make sure that I 
do not take Rs 10,000 crore and lock it up for five years, I 
am okay. One of our key emphases will always be on 
fast turnaround of capital. We are doing this very con- 
sciously. Infocomm is the fastest in the world in terms 
of turnaround. We expect to have cash break-even or 
even profit in the shortest possible time since we put in 
money. That is the name of the game. This is again sim- 
ple old baniya principle; no rocket science. 


SANJIT KUNDU 


The Reliance men who head key thrust areas: 
(Clockwise from top left) P.M.S. Prasad, head of 
the petroleum business; Subodh Sapra, head of the 
polyester business; V.V. Bhat, head of HR; and 
Kamal Nanavaty, head of the polymer business 
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W You have to do this year-on-year, consistently. 

It is basically the job of a particular business to do 
that on an ongoing basis. We have now virtually eli- 
minated the risk of performance. The risk that you 
carry is not that. My existing businesses are very 
transparent. By 2004-05, Infocomm will also become 
very transparent. So you will know every quarter 
what is the balance sheet, what we are adding, what 
is the usage, all the stuff that you try and guess and 
work out on the back of an envelope! That mys- 
tery will go away — as in the case of my plastics busi- 
ness or refining business. At all points in time, we will 
have our Rs 20,000 crore that we are reinvesting and 
the challenge will be this: how do I bring our rein- 
vestment time to 18-12 months, or how do I trans- 
parently make money on my financial assets and 
match that up? 


@ To go back to a point you made- earlier, the 
challenge also appears to be in devising new 
business concepts that will deliver the target rate 
of return. 

Absolutely. And investing in some growth areas. The 
whole portfolio allocation and risk management 
question. But as I said earlier, that phase of Reliance 
Industries will never come when we do again what 





RELIANCE 


we did in the mid-nineties, It is unlikely that we are 
now going to say that let us put in Rs 100,000 crore. 
Those kinds of opportunities also don't exist — there 
- 4saphysical limitation. 


1 Can we get an Idea of how you would roughly 







when your Reliance phone becomes your credit card through 


you pay your electricity, telephone and fuel bills. And you sh 
Rekeance kind of mart, aaya a sanior amotio That, of course, 





market chains, interestingly, Rellance Capital hes already picked 
upa staken Paralon Pietat. Bo kine ee Oe E 


work out your Investments in the next three or 
four years for different sectors? 


RANJU SARKAR 





Our capital allocation model really works with every 
business, Every business has the first opportunity to 
reinvest in the existing business provided they deliver 20%. We 
encourage every business to find opportunities. Our view is 
that every business leadership has to have enough backlog to 
reinvest in existing businesses to get whatever is our target 


rate of return. And if you can't find opportunities there, find | 


opportunities elsewhere. Today we have got enough backlog 
for pretty much every business to reinvest in their areas. We 
actually had to cut off (the allocation) when we wanted to in- 
vest in Infocomm. Suppose we want to invest Rs 10,000 crore. 


So all of you guys have to take a haircut of Rs 2,000 crore-3,000 


crore. I take it and so you will reinvest only 80%. Basically that 
is how we work. 


E How do you make sure that these different investment 
plans fit together well, for the group as a whole? 

That is my job; to integrate the whole thing and figure out 
what final risk we take. At the end of the day, itis really like say- 
ing, ‘Okay, I am very confident of this’. A few of us like myself, 


Anil, seven or eight of us, will say, ‘We also think it is okay, now | 
you go and run with this, ifyou want any help you come back | 
to us, otherwise you move on’. Whatever new things we do, | 
whether it is in life sciences, or in Infocomm, or in something 


else tomorrow, we will still do it the same way. For large risks, 


f 
H 


| 
i 


i 





like in Infocomm, we ourselves take the ownership, then build 
it and floatit. In other cases we say, fine, this is what we think is 
the total amount of capital required, and these are yourtarget” 
returns, Surely, you don’t meet all your target returns althe 
time. Now we are very good at looking at these risks on aquar- 
terly basis and then forming teams to help each other. 





BS Have you already started pulling out of Infocomm in 
terms of your own personal involvement? 

Yes, very much. Lam five or six months behind. My goal was to 
get out by 30 September. But I think I will get there by the end 
of the year, down to 50%. 


| Œ What are you turning your attention to? 
| Children. (Laughter) Right now, my official line is children. 


Œ During the Infocomm launch, Anil was not there. There . 
was a lot of comment about that. What is your response? 
We have perfect understanding. For us, itis really the goals o 
that matter. Many times, I have not been there at board meet- 
ings or AGMs, and I think people make too much out of it. Our 
culture is, as papa always used to say, kaart is more important 
than formalities. For us the end result is most important. ` E 
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ORTY-SIX questions, 600 pages in answers, three 

Cabinet ministers, Arun Jaitley, Jaswant Singh and 

Ravi Shankar Prasad, and their secretaries — that’s 

what it will take to decide whether Star News remains 

on air or not. The buzz in information and broadcast 

(I&B) ministry circles is that Star News will be allowed 
to uplink and broadcast live news from India. But it will need 
to rework the equity structure of its operations for that. More 
importantly, however, the I&B ministry, while wading through 
the Star controversy, has also come to believe that India needs 
a media regulatory authority. “We are all for the regulator; the 
nitty-gritty needs to be worked out, for which consultation is 
on,” says Prasad (See interview). 

While the exact contours of the regulator are yet to be 
sculpted, early indications are that it could deal with all the is- 
sues that’s giving Prasad’s ministry a bad name — Conditional 
Access System (CAS), Direct To Home (DTH), foreign direct in- 
vestment (FDI) limits, and the like. It could even end up regu- 
lating content and pricing, largely in television. 

It's easy to see where the origins of such a proposal lie. 
Star's desire to retain control of its various businesses has cre- 
ated a rumpus within the media industry. The Indian Media 
Group (IMG), with the might of 13 large companies including 


Aroon Purie's Living Media, Subhash Chandra’s Zee Telefilms | 


and Samir Jain’s Bennett, Coleman & Company, among oth- 
ers, is clamouring for a ‘level playing field’. These companies 
contend that ‘foreign broadcasters’ have an upper hand. 
Among their demands is making it mandatory for one In- 
dian shareholder to own 51% stake in a foreign news channel, 
editorial control to lie with Indians (like in print), a26% foreign 
equity cap across media and the quick implementation of 
CAS. They also accuse Star, a Murdoch-controlled News Cor- 
poration subsidiary, of vio- 
lating the ‘spirit’ of the law 
on foreign channels. “It is 
the manner in which Star 
did that (restructured its 
news channel equity) that 
got everybody up in arms. 
Nobody wants Star News 
to go off air; all we are say- 


Peter Mukerjea, CEO, Star India 


He started it all! 


law,” says Purie. Others 


SANJIT KUNDU 





ing is comply with the | 





Media 


The big boys and 


Bennett, Coleman & Co. Rs 1,500 crore 
Has moved stance from anti-foreign investment to pro-limited 


foreign investment. Basically Indian with 20% FII investment 
in radio. Sees Star as a serious competitor 


Star India Rs 1,200 crore 
Its meterioc rise has caused heartburn. It is a 100% subsidiary 


of News Corp, runs radio operations for MBPL, is 26% owner 
of Star News, and has a 26% stake in Hathway Cable 


Zee Telefilms | Rs 1,199 crore | 1,199 crore 


Maintains a swadeshi face but would like a foreign partner. 
Is a foreign company as the majority of its stake is owned by 
NRI Subhash Chandra 


Sony Entertainment Television | Rs 800 crore | 800 crore 


Has remained neutral so far. Has also stayed away from 
news. Sony Corp is the majority shareholder along with 8 
Indian investors and Capital Int'l, a Singapore-based FII 


The figures are company revenues 


within the group state off-the-record that their single-point 
agenda is to fix Star. “We don’t want Murdoch to control this 
industry or get into publishing, which looks very likely,” says 
one editor. 

Then there are those like, say, Sony or Mid-Day that have 
stayed away from the ownership controversy (and IMG), but 
feel that its outcome may be harmful. Mid-Day’s Tarig Ansari 
points out that if diversity is the guiding principle of media 
regulation in any country, then choking off access to capital 
does exactly the opposite. “I don't have deep pockets; they (the 
IMG members) don’t need the capital, but for me the best 
chance (in radio) is getting a strategic investor,” he says. And 
somewhere in the middle ofit all is the government that seems 
ill-equipped to deal with the issues. And as it stumbles from 
one crisis to another, it leaves in its wake more controversies 
than solutions. 

Shardul Shroff, managing partner of Amarchand Mangal- 
das, a Delhi-based law firm that’s partnered the Federation of 
Indian Chambers of Commerce and Industry (Ficci) to figure 
out what the role of a media regulator in India can be, says: “I 
am amazed that all these licences, for DTH, HITS (Headend In 


Most of its responsibilities 
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Regulator? 


what they stand for 


Eenadu Rs 800 crore 
Rabidly anti-foreign investment. Has been a strong supporter 
of the Indian Media Group. 100% Indian, owned by Ramoji 
Rao. Dominates the Andhra Pradesh market 





Hindustan Times Rs 500 crore 
Used to be against foreign investment. Neutral these days. 


Rumoured to be in talks with Star for its publishing business; 
denies it. Is 100% Indian owned 


Sun Group Rs 500 crore 
Is the dominant broadcaster across the four southern states. 


Fights Star on broadcasting as well cable in the South. 100% 
Indian owned 


Living Media India | Rs 400 crore | 400 crore 


In favour of foreign investment in print, supports the Indian 
Media Group. Aaj Tak, which is looking at an IPO, hit by Star 
News. 6% foreign equity in TV, publishing is fully Indian 


Graphics: SATYAJIT DATTA 


Source: Annual reports and industry estimates 


The Sky), and so on, were given without any debate. The regu- 
lator must deal with FDI, tariffs and competition.” That, per- 
haps, is also the thinking doing the rounds of the I&B ministry. 

Governments all over the world have always craved con- 
trol over their media, either directly like in China, or indirectly 
like in the US or Europe. However, a comparison of media 
laws that exist globally throws up one startling fact — that the 
rise of monopolies or the lack of them, the evolution of the 
market, and similar issues show no correlation at all with ei- 
ther the presence ofa stringent regulator (Australia) or the lack 
of one (New Zealand). 

So, how can a regulator make things better? Take the argu- 
ments for it one by one. Ifit is to monitor FDI, well, that is any- 
way part of government policymaking under the Foreign In- 
vestment Promotion Board (FIPB). Sure, you could do with 
some clarity there: for example, is the 26% cap of foreign in- 
vestment in print and TV news applicable only to FDI and not 
portfolio investment? Why is investment by foreign institu- 
tional investors (FIIs) allowed in radio when FDI is not? But 
these are things that the FIPB or the I&B ministry can clarify 
easily. Again, there is little that a regulator can do about tech- 





can be dealt with anyway... 
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nology issues other than laying down the ground rules. 

Now take cross-media restrictions. Many countries 
around the world are dismantling them, so what sense would 
they make in India? “Cross-media restrictions do not make 
sense in the digital age,” reckons Purie. Mammen Mathew, 
managing director of Malayala Manorama, adds that as long 
as equity caps are enforced and 51% Indian control is in place, 
there is no need for any other regulation. 

That leaves pricing and content. Pricing, in any country, is 
left for the industry to decide. Whether or not pay channels 
like Star Plus or Zee should carry ads is not a decision that a 
regulator should take. It is a business decision that Zee will 
make depending on how many people are willing to subscribe 
to its channel at a higher price, if it chooses not to carry adver- 
tising. If the number is not viable, it could charge a lower sub- 
scription rate and offset that by carrying ads. This is what 
newspapers and magazines usually do. Why should a regula- 
tor decide that? 

Then there is content. There is, in India, a fairly well-de- 
fined programming and advertising code. No foreign or In- 
dian broadcaster or publisher is allowed to violate that. In any 
case, both broadcasting and publishing have been fairly self- 
disciplined so far. Sure, there is the odd obscene ad or show, 
but, usually, the I&B ministry steps in to play moral police any- 
way. There is a minority rooting for stricter content norms and 
even a moral regulator. “Anything against national interest has 
to be regulated because Indians get influenced very easily,” 
says Sanjay Gupta, editor of Dainik Jagran. Purie disagrees: 
“We need a regulator to enforce government policies and 
guidelines but not for content.” 

Unfortunately, even though the press in India is very inde- 
pendent, a few instances 
— censorship during the 
Emergency in 1977, gov- 
ernment control over Do- 
ordarshan and the brow- 
beating of Tehelka — show 
the governmentis not ave- 
rse to using the stick from 
time to time. Moreover, 
the concept of an indepe- 
ndent regulator appointed 
by the government is an 
oxymoron. So why do we 
need a regulator? A 


Aroon Purie, CEO, Living Media India 


Says the IMG 
has nothing to 
do with Aaj Tak 





DILEEP PRAKASH 


depth Ah E MEDIA 


hankar Prasad 


e are all 
for the 
Tegulator” 


\ : on who will pay for the set-top box... 

As far as the government is concerned, pricing 
is notits job. Ideally, there should be a regulator. 
There is a wide divide between the stakehold- 
ers — the MSOs, broadcasters, cable operators 
—and, currently, we have to play the role of the 
arbitrator. Therefore, (we have formed) the im- 
plementation committee, on which the cable 
operators are there, the MSOs are there. Speak- 
ing for myself, ideally, it is not the job of the 
minister or the secretary or the additional sec- 
retary to decide the commercial relationship 
between the stakeholders, After all, cable is not 
new to India. It has been here for 10-11 years. 



















W Why has the uplinking decision caused 
such a mess? 
There are two aspects to this. We wanted con- 
scious uplinking out of India. We have a very 
liberal uplinking policy with 100% FDI allowed 
Sushma Swaraj’s successor is a happy, articulate man, witha | in entertainment (channels). Then comes news, which is the 
point of view on everything to do with media. I&B minister Ravi | most sensitive category. In this, the debate is still going on in 
Shankar Prasad spoke to Businessworld at length about the | Britain, in America; it is a very sensitive issue... and therefore, 
need for regulation and the issues and controversies that his | we put a 26% here.... Certain other by-products have arisen 


ministry is dealing with these days. Excerpts. | about level playing field, tax regime. They (the Indian Media 

Group or the IMG) also want a complete compliance of letter 
E You have come in at a turbulent time. What has the and spirit of the law. I would not like to comment anything fur- 
experience been like? | ther as the matter is under investigation by the inter-minister- 


Many of the policy issues coalesced simultaneously when I | ial group. Having said that, my only direction was to ensure 
took over... from uplinking to CAS to FDI to a whole lot of | that the entire investigation (on Star News) about the need to 
things. So I tried to handle it my own way.... I never do any- | comply with the existing guidelines should be done in the 
thing unless I am convinced about it myself. Whenever a pol- | most transparent manner. A decision will be taken. But you 
icy decision comes along, it is a government policy. Ifyou take | should not forget that we raised 46 questions in the space of 
CAS, it is a law passed by the Parliament. It is a law notified by | seven communications during our investigation. 
the government; even the taskforce was formed before I be- 
came minister. E What about the IMG's demand for a uniform FDI policy? 
But when I came in as minister, I became convinced that | Print has been a closed, family-owned industry, but in TV, un- 
CAS will revolutionise television viewership in India. Televi- | fortunately, we are completely open. From a completely open 
sion is growing at the rate of 31% in India; it's the fastest grow- | regime, they (TV) are coming to a closed regime of 26%. So we 
ing service sector in India. There has to be some regulation, | decided we would not insist on the dominant partner con- 
which empowers the consumers, who, today, do not know | cept. (Ed: In print media, 51% stake has to be held by one single 


how much they should pay. Indian shareholder as per last year’s FDI norms.) Though ma- 
jority of the direct editorial control is with Indians. If at all we 
E There are some inconsistencies in CAS. Like it is silent feel the need to reinforce the guidelines to make them more 
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implementable, we will do that. 


E Doesn't this ruckus create a bad 
investment climate for media? 
China, politically, has been a very clo- 
sed society. They have been accused 
by others of human rights violation. 
Has their FDI gone down? The enter- 
tainment sector in India is com- 
pletely free. News is always a sensi- 
tive issue. 


E What is the thinking on a media 
regulator? 

The government's responsibility is to 
have a free, fair media. No compro- 
mise there. Some norms are there, 
the Press Council is there. If you have 
a grievance with what they (the me- 
dia) have said, you can... (file) a 


defamation (suit). Government control on the media is ‘no’ | 
with a capital N. Regulation is, perhaps, needed due to the 


great divide among the stakeholders: MSOs (multi-system op- 


erators), cable operators, broadcasters. Newer technologies | 
are coming about; DTH, CAS — how will they work together? | 
What will the relationship between the stakeholders there be? | 


As of now, we have a Convergence Bill which talks of a 


common regulator for TV, telephone and airwaves, also, con- | 


tent and carriage. Regulation has three aspects. One is a very 
bad TV advertisement— like that Fair and Lovely ad. Other is a 


very bad programme — that is content. The third is the rate | 


part of it — carriage rate. The existing Convergence Bill envis- 
ages one regulator for both content and carriage. It has gone to 
a standing committee that has recommended 77 amend- 


ments. We have to decide whether to go with that or go fora | 








"There has to be a level playing field; the same rules have 
| to apply to everybody" I. Venkat, marketing director, Eenadu 


"In print we are all opposed to a regulator; a broadcast 
| regulator is needed" N. Murali, joint managing director, The Hindu | 









"A regulator will have no (negative) bearing on the quantum 
of investment flowing into India" Rajesh Jain, ED, KPMG 


“le pricing, distribution continue to remain a problem, then 
we need a regulator" K. Jayaraman, managing director, Hathway Cable | 


"There is no need for regulation as long as the law is followed" 
Mammen Mathew, managing director, Malayala Manorama 


"F oreign investment restrictions are not unique to India" 
S. Sriniwasan, co-head (investment banking), Kotak Mahindra 


MEDIA 





lation has 3 aspects: 
ontent and rates” 


separate regulator for broadcasters. 


——————— 


I Isn't that getting into micro- 
managing the industry? 
Speaking for myself, I don't envisage 
a role for the government. The gov- 
ernment can only facilitate. 
Ultimately, news is just one seg- 
ment of 24 hours. What do we mean 
by media in television? Is it only 
news? There is also Star Plus, Zee, 
there is also Kahani Ghar Ghar Kii... 


® But from the elections point of 
view, news is very important... 

Why should the government have a 
stake? When the government wants a free media, the govern- 
ment wants a free media. There are times when the media 
lampoons the governmentin the nastiest way possible and we 
tolerate them. We need to look at... a separate regulator. Be- 
cause of... CAS..., and because of the explosion of the TV sector 
in this country... many issues come up. Should there be adver- 
tising on a pay channel? This is a very serious, debatable issue. 
I get letters from consumers saying they don’t want so many 
ads. There are many countries... which don't allow ads on pay 
channels... Why should the government decide on these mat- 
ters? Let it be a structured body that sees the world situation, 
meets the stakeholders and applies its mind. 


DINESH KRISHNAN 


E Would the regulator also decide on FDI? 

FDI is a policy issue to be decided by the government. I can 
take a position that there will be a separate pol- 
icy for the entertainment channels and the 
current affairs channels. But what will the rela- 
tionship between the stakeholders be.,... (will) 
be determined by the regulator. 


| li Whatis the thinking within the Cabinet? 
There is anin-principle recognition of the need 
for a regulator, which is why the Convergence 
Bill has come. We are all for the regulator; only 
thing is to concretise the nitty-gritty, and its op- 
eration in a particular segment, in a particular 
environment, for which consultation is on. 





E Is the creation of the Indian Media Group 
a healthy sign? 

It is a democracy. Some foreign broadcasters 
can come together; why not Indian ones? They 
have valid concerns on level playing field, etc. 


| E Is Star going to get permission to uplink? 

| Giveussome time to consider. If we are consid- 
ering, how can we switch them off? You are ask- 
ing me about things that are confidential. E 
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We put the spirit of India in 
the Indica. It has not only won co 
the automobile map of the world. 
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Of course, what truly thrills us, are the millions who endorse us day in and day out across roads, 
by-lanes and highways. They remain close always, through our 400 dealer and 1500 service outlets... 


wer 


+- 


These are inspiring times. After successfully driving through 70 countries, 
we believe we can raise our flag even higher in the automobile world... 


Though our vision now travels across many more lands, our heart will always 
remain the same. And so our new name reflects our focus, our core competence. 


Tata Engineering Te T ATA MOTORS 
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SHELLEY SINGH 
AST month Noida-based BPO 
company exl Service.com be- 
gan offering shared accom- 
modation to its employees ina 
bid to control attrition. By it- 
self, that’s nothing new. For 
long, IT companies have offered chum- 
meries to prevent employees from mov- 
ing to other organisations. But for exl, 
this was tied to a policy to hire at least 
70% of its workforce from outside the 
national capital region (NCR). 

exl’s experience showed that of the 
250-275 employees it hires every 
month, those from non-NCR areas were 
twice as likely to stay on with the com- 
pany than the ones from the region. 
Consequently, it is setting up recruit- 
ment offices in Chandigarh, Lucknow 
and Kolkata. The accommodation — exi 
also pays for water and electricity — is 
just a carrot to ensure that the employee 
sticks around after joining. 

exl is not alone. CEOs and HR heads 
of most BPO companies are losing their 
sleep over the high rates of attrition — 
60% per annum in the case of some 
companies — in the industry. 

Last year, 60,000 of the 171,000 BPO 
employees changed jobs, costing the in- 
dustry Rs 300 crore in recruitment and 
training costs. That apart, the compa- 
nies run the risk of diluting service, im- 
pacting client agreements and business 
development efforts. Most important 
though, average compensation levels 
have been rising 12-15% every year. This 
will not only raise the costs of running a 
BPO centre, but could also negate the 
Indian BPO sector's biggest advantage 
in the global market — its low costs. 

No wonder, attrition is the biggest 
challenge before BPO companies today. 


<> And every BPO firm is engaged in a 


game of one-upmanship to make sure it 
retains more employees than its com- 


petitors. “Housing is a major concern | 


for outstation employees. If our step | 


helps bring down attrition by 8-10%, it | 


would have paid off,” says Asim Handa, 
director (talent search), exl. 

A caveat here. Initiatives like exl’s 
work only so long as they are novel. 
Once competitors catch up, companies 
have to find other ways to curb the 
problem. Which means most of the cur- 
rent solutions are short-term. A lasting 











Keeping 
‘em from 








Straying 


Attrition is the biggest challenge 
before BPO companies today. 
What are they doing to tackle it? 







Housing — 

Hire outstation candid, 
(preferably non-metro) ai 
put them up in shared ce 
‘ny accommodation. A 
incentive, pick up uti 
H the employee 


solution — increased supply of trained | 


manpower — is still a long way off. 
And that is the crux of the problem. 
Skilled manpower is as much in short 


supply in India as pesticide-free ground 


water. Barely 10 out of the 100 candi- 
dates that companies interview fit in 
with their requirements. Firms end up 
spending a few months training em- 
ployees at an average cost of Rs 50,000 
per recruit. Not surprisingly, poaching 
of trained staff is rampant. 


The problem is so acute that compa- | 
nies are not sure ifan employee will stick | 


around for even two months. There- 
after, every second month, they worry 
whether a particular employee will stick 
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Education 
Offer management diplo 
and MBA courses a 
fresh graduates want tc 










on for another couple of months. 

Often, companies do not even re- 
alise that an employee has quit. “...Em- 
ployees actually disappear. It takes 
about three days to realise that an em- 
ployee has quit,” says R. Elango, vice- 
president (HR and training), MsourcE. 

It is not that companies have not 
tried to tackle the problem at an indus- 
try level. One such effort is HR clubs. 
These work like knowledge clusters, but 
are really just a tacit agreement against 
poaching. About 14 firms have formed 
one in Hyderabad; Bangalore and 
Mumbai have their own clubs. HR clubs 
have not been able to stop the practice. 

So companies have to take the prob- 


Cash incentives 
As only 5 out of 150 emplo- 
yees become team leaders in 
a year, cash incentives are @ 
great way to get employees” 
to stay on. The bonus — ~ 
performance boost 






lem into their own hands. One com- 
pany that has managed to tackle it effec- 
tively is Chennai-based OfficeTiger — 
8% annual attrition — which uses career 
growth to retain employees. Here em- 
ployees can look forward to becoming a 
financial analyst or a research profes- 
sional or anything they are interested in, 
rather than just a call answering special- 
ist. CEO Joseph Sigelman says: “The 
large degree of judgement required in 
our work makes it more meaningful.” 
OfficeTiger has hit the nail on the head. 
All companies see their component 
of less stressful and somewhat more 
challenging non-voice work rising as 
clients offshore more critical assign- 


| 


Career concerns 
Use various filters like psy- 
chometric tests to get people 
who can work at night and — 
handle the monotony. Career 

counselling and planning — 
career paths also 


ho is do 


beige apenas 



















— <Q 
The list is not exhaustive 


ments to India in the next 12-18 
months. ICICI OneSource has a voice to 
non-voice ratio of 70:30. Aashu Calapa, 
its HR vice-president, sees this ratio 
changing in favour ofnon-voice work by 
2005. By then, Calapa predicts, attrition 
will be amore manageable under 25%. 
Till that happens, companies are 
trying just about anything. Mumbai- 
based Tracmail (65% voice work and 
35% non-voice), which used to hire en- 
gineers for its tech help desk services, 
now prefers to train plain graduates for 
the task. It has a career path for employ- 
ees, fortnightly open house HR sessions 


| and an online employee grievance cell. 


This way, the company has been able to 
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DILEEP PRAKASH 


BPO 


control attrition by 2% (from a peak of 
24% to 22%), says general manager (HR) 
Lulu Khandeshi. 

The 1,200-employee Global Tele 
Systems (GTL) tries to bond the rela 
tionship between the company and its 
employees to reduce attrition (down 
from 60% to 36% now). Iteven has a par 
ent-company interaction to convey the 
criticality of the employees’ work (all of 
the company’s work is voice-based; pat 
ents of many employees felt their chil 
dren worked for some directory inquiry 
service like MTNLs 199 offering). 

GTL also has an association of 4,000 
people who left the company. It claims 
that in the last quarter, 200 of its former 
employees returned to the company 

One of the key reasons why employ 
ees leave BPO companies is the lack of 
growth. Only five out of 150 BPO em 
ployees progress from agents to team 
leaders. For those who don't make it, it’s 
either double pay against better perfor 
mance (companies like WiproSpectra 
mind, Global Vantedge offer this) o1 
other BPO options. 

exl’s way of dealing with this is to fill 
at least 50% of all senior positions from 
within the company. Others tie up with 
institutes to provide part-time study op 
tions. WiproSpectramind offers the 
MBA course of the Pune-based Symbio 
sis Institute. At least 180 employees have 
taken up this course. The catch: if you 
leave the company, you leave the 
course. ICICI OneSource plans to fi 
nance part-time MBA courses that one 
year-old employees take up. 

Other carrots include performance 
bonuses. Last fortnight, a Global Vant 
edge agent walked home with Rs 41,000 
— Rs 25,000 of this was performance 
bonus for the month. Daksh doles out 
bonuses of up to Rs 4,000 every month 
for almost 85% of its 4,000-strong work 
force. 

When nothing works, companies 
keep alarger bench — often 100-strong 
Daksh eServices, GTL, exl, MsourcE are 
all keeping a bench ready to replace 
workers as and when they leave. 

Only few companies have managed 
to rein in attrition. Besides OfficeTiger, 
Tracmail’s Mumbai centre and Vertex’s 
Gurgaon centre have low attrition rates 
of 20% and 16%, respectively. For others 
it is a long haul. And one that could 
make or break their businesses. 


ver the last decade there has been significant amendments in business practices, culture 
O- managerial concepts owing to various levels of technological advancements in the 

competitive environment. The changing facet of business today requires constant, 
unique innovations, new concepts with discernible degrees of business philosophy, which needs 
to be in place so as to make an organization stand up high against competitors. The role of 
Indian global manager is no longer what it used to be a decade ago, the management education 
institutions in our isthmus are now playing an active role and putting all their might in shaping 
up the future of the Indian economy by providing corporate community with anticipated quality 
human resources, As today's concept of Indian manager is changed, some premier management 
education institutions in the country say that have envisaged these real time situations and 
business requirements of the corporate world well in advance and in accordance, have adapted 
and inculcated in to their curriculum various interactive and feed back programs to groom their 
students, The management education institutes say they have been streamlining their student's 
attitudes and skills to bridge the gaps and to live up to the po of any.ki 


Business World spoke to the Captains of sae catió 
Herculean role in creating new generation, ersin pais ii Ps 


on the ever-challenging timesete gai y fan sy of oponie 
requirements, e: E Ap ve Ree 


Bharathidasan Institute of 
Management [BIM], Trichy. 
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Siti BIM has all along been proactive and adaptable to a business 
practices. “ We started a separate stream on International Business in 1990 with a focuss 
on convergence of technologies and IT enabled services. This is helping our students 
face challenges from new sectors. Also we have introduced new courses in E-business, 





: communication. We are very particular about students we admit to our courses and 
based on the process of filtration and their attitudes only the cream is picked. These 
‘students are put to face severe stress and high levels of uncertain schedules through out 
| their stay with us and are taught stress management techniques. We have been 
receiving very positive affirmations from our alumni, “Says M. Sankaran, Director, 
| BM. 


BIM believes in exposing students to the practicalities of business and being 


: advantageously located in an industrial complex, the students have personal 
| interaction with the top management professionals, which help them understand 
situations better. More over the permanent faculty here are professionals and 
consultants who have touched many milestones in their respective fields, also they 
‘constantly design real time case studies of various prominent companies and 
ie industries for interactive sessions. The-visiting faculty who are hard-core professionals 








industries, enlighten students with 
















i Sankaran 





ed to offer various programmes as 
earinig mode. As of now they do not 
e they say. In about five years time BIM 
al Oversea institutes and since they follow a policy, “ 





will have i its fully functio: 


; attracting new customers while retaining old customers,” it is firmly believed 
‘placement to overseas students should not be a hassle. 


Sankaran says,” our’s is a unique model in the country and we do not depend on 


‘the Government for financial support but are ready to work and strengthen relations 


Management Education: 
Building Indian Global Managers 


Internet technologies, IT enabled services, foreign languages so as to 
educate and equip students on the latest trends in sunrise industries. 
The inseparable part of any business today is right attitude and good 
business communication skills, at BIM’S special care is taken to 
groom students in this direction. Management communication is 

a mandatory course where we lay special emphasis on both 
verbal as well as non-verbal forms of managerial 












with corporate houses in this regard so as to undertake specific research 
work aimed at developing contemporary and home grown business 
practices. Addressing the issue of issue of placements and students 
position to accept global challenges, he said the companies that are 
recruiting from his campus say students are conceptually sound, at the 
same time posses down to earth attitude and get along well in highly 
placed challenging situations. This is the 

position we 
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INDIAN INSTITUTE OF PLANTATION 
MANAGEMENT, Bangalore 





calling. 


Institute of Plantation Management (IIPM) came into existence. 







manager ind leader i 
competition. a 4 f E 

For the new age co porate manag 
_to deal with t 


ni iRovative ma aE 
Accordingly, Institute 
designed with the five core patadigmyof:mai eee ent 
1. Behavioral, Economic, iene and Tet 1 
management called BEST, ; 
Grass Root Action and Management called GRAM, 
Social sensitivity and Social concern, 
Synthesis of Western and Eastern approaches and 
Holistic development. 


” Director, IIPM 
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with grass-root institutions in the plantation sector and various 
development agencies. 

Innovative ideas of the Institute have also 
synchronized the latest IT developments in the 
management curriculum to complement the 
achievements in Agri-sector and help move the 
sector in the value chain. “In physical markets 
wealth generation takes place at the speed of 
the bullock cart and in 


employs more than half of Indian manpower calls for | 

exceptional management skills. Competency has become the | 
buzzword ever since India embraced globalization and the demand i 
for professionals has increased manifold. Mechanization and ; 
modern scientific farming methods in tune with the demands of 
international market constantly challenge the efficacy of managers | 
in the field. And the world of threat and opportunities (WTO) is í 
| progressively more involved and in-depth form of interaction.The 
As a sequel, in the backdrop of this fundamental shift Indian 


















the initiative of the ministry of commeree*and-the-plantati 
industry. The development of thedfistitution is visuali et 
tic de 01 


the face of | 


Realizing the present challenges, Institute has evolved its ; 
activities revolving around a unique and innovative reach-out i 
model based on the concept of on-site education. This model l 
facilitates close interaction between the Institute and industry and í 
bridges the theory-practice gap by establishing its close linkages ' 











; futures markets wealth is generated at the speed of speculative 
: thoughts and remember today’s cyber market generate wealth like 
; a flash of light.” says Dr.Subash Sharma,Director The students of 
Te agriculture the prime mover of Indian economy that 


Institute are exposed to all the three markets and its functioning and 
professional expertise requirements. The excellent placement record 
of the institute is a live example of its commitment. 

For MBA students the institute offers double advantage, an 
MBA degree plus exposure to agriculture sector and to various 
corporate models to have a ‘full spectrum approach’ and a number 
of ‘Beyond the curriculum’ creative activities. The institute uses 3- 
D approach of Discussion, Dialogue and Discourse each 


ras learning methodology helps innovation in the field of 
gement education by translating it into reality.Institute is also 
: rounded peos approach to research” and 


d Affiliated to 
fle advantage for 


ó fam fies popularly known as 


Oe 
provide new aoe for effective 


Indicative List of Organizations that have recruited Institute's 
Graduates. 

Hindustan Lever Ltd. 

Tata Tea Ltd 

Isagro (Asia)Agrochemicals Ltd, 

Tastybite Eatables Ltd. 

Barista Coffee Co.Ltd 

Williamson Magor Group 

AV Thomas Group Companies 

Harrisons Malayalam Ltd. 

Syngenta Crop Protection Pvt.Ltd 

Namdhari Seeds 

Ogilvy Outreach 

© Soft Sytems Ltd. 

Jayanti Group 

“Mangalore Chemicals & Fertilizers Ltd. 








enjoy and this will continue in the future as well. Since we expose our students to 
foreign languages in their curriculum and give them non- linear multi-functional 
perspectives on all global business issues this gives them the pulse of both local and: 
international markets, Hence the students feel they have an edge over others when it ° 
comes to facing global challenges very effectively. “ His vision is to make BIM one: 
among the top five management institutes in Asia. BIM is planning to start a functional 


unit in Chennai very soon to accommodate working professionals. 


fm TAPMI- Nurturing Wealth Creators 
for the country 





recognized by AICTE in 1986. It is also one of the few autonomous institutes 


|: Pai Management Institute (TAPMI) is among the first management institutes 


whose programme has been awarded equivalence with MBA by the Association». 


of Indian Universities. The Institute has followed the-wéll-known concept that “in 
developing people, the theme is nurturance-as ‘well as a strong task Orientation”. Toward 
realizing this goal, TAPMI has Consistently focused on A¢ademic Rigor, Faculty- 
Student Interaction, Entrepfeneuship and Innovation, Autonomy and Independence, 
and Holistic Approachto Management Education. It is this outlook that driv re 
and makes it part of the premier weg the cog 

Academic f figor E 

The evohutiog the Institute has hes sen ban on vit ered processes - 


concern for a high'quality pragramma supported by academic rigor The quality of 
teaching material an standards of t 


upgraded. TAPMI offers a mot very evant courses s numbering almost 110 in 
the 2 years. Moreover fe very. rigorously assessed for his performance 
through various components of evaluation in € ach course. This is supported by the 
adoption of case method and simulation games a8"two: key ‘Pedagogies used in 


teaching and learning. This type of approach provides students of TAPMI with a good ~ ~ 


conceptual foundation and strong exposure to real life application situations. 


Faculty - Student Interaction 


PROMOTIONS 


was awarded the Best Innovation in Management teaching, by AIMS. It is different from 
the traditional Summer Placement as there is a second stage of problem identification 
and problem solution phase. This second phase, include another stint by the student in 
the parent company where he/she has earlier done data collection and situational 
analysis. TAPMI gives high importance to co-curricular activities. TAPMI for the last 10 
years had been staging one of the finest and most popular marketing research fairs in 
the country, called Brand scan. Each year 10 -15 reputed corporates give their projects 
to students to research with the aid of games. TAPMI also play host to the popular 
annual management meet called Atharva. One part of the meet is an all India business 
plan contest called Omega, participated by the best B-schools in the country. 


Research, Consulting and Executive training 
TAPMI's recent thrust areas have been Research, Executive training and 

Consulting. TAPMI faculty regularly publishes their articles and cases in some of the 

reputed journals, business flewspapers and magazines. A book on Derivatives was 


_ published by one of our Finance faculty, thisxyear. TAPMI is now increasingly being 


sought after by some of the leading companies to-conduct in-company executive 


-training programmes in the functional areas. of Matketing, Finance, General 


. emedan v 


Management, HR and Production.. TAPMI was selected as onéof the 5 management 
institutes in the country, by AICTE, to conduct Quality Improvement Programmes 
(QIP) for teachers of other management institutes. - i 

The overall experience and progress that TAPMI has made inthe last few years 


has made it an institute to reckon with in management education This is reflected in 


have been continuously reviewed and- 


the acceptance of our students by the industry as hardworking, sincere and committed 


| future managers, That is the reason why our r campus placement had been good over 
"the years. We had most of the sectors coming sand picking our students in the last few 
"years, TAPMI also” believes that-the culture and values, which are imbibed by the 
| students in the 2years ‘of ftheir stay and learning, will also make them useful citizens of 


TAPMI has a culture of facilitating and supporting students in most of their 
curricular and co-curricular activities. TAPMI has a very strong and dedicated team of | 
faculty with a good blend of sound academic and good industry backgrounds, The ` 


institute believes that to ensure academic rigor, the frequency and intensity of 
interactions between students and faculty should be high. This is achieved by ‘in class’ 


as well as ‘out of class’ interactions. TAPMI may be the only very few management 


institutes, which has institutionalized Faculty Mentoring /Counseling system, under 
which students are encouraged to meet faculty regularly to discuss their academic as 
well as non-academic concerns and issues. TAPMI has developed a specific 
instrument for self-assessment for students regarding there over all 
performance and progress, which they have to share and discuss with 
their ‘mentor’ faculty every term. 
Curricular and Co-curricular activities 

One key differentiator of TAPMI is the seriousness with 
which we take up Summer Placement called MIP 
(Management in Practice) in TAPMI, 











the society and country at large. 


PSG Institute of Management, 
Coimbatore. 


ith a legacy spread over 77 years in the field of education, PSG group of 
Mna is one of the most respected names in the southern part of the 
country. With many rare distinctions and many milestones to its credit, PSG 
specializes in providing comprehensive learning in a variety of academic fields and are 
constantly breaking barriers in the education arena. 
What started of as part time management course here way back in 1968, has paved 
way for the emergence of very strong brand - PSG Institute of Management and 
this premier management college has seen 30 full time batches of 
management students come out with flying colors. “ We anticipated well 
in advance the stress and strains of business revolutions that is in place 
today and have adapted to its demands also we have made yoga classes 
compulsory for students, this is the main driving force behind our 
success. For the benefit of the students we have chalked up an unique 
programme, “ Integration of industry and 








Bharathidasan Institute of Management, 


Tiruchirapalli - 620 014. Tamil Nadu. 


MBA - 2004 Admissions 





What BIM Offers? How to apply? 
Two-year full-time residential MBA Programme with dual œ Prospectus and Application form can be obtained by any 
specialization offered in Marketing, Finance, Systems, of the following three ways: 
Operations, Human Resources and Technology 1.By sending a Demand Draft for Rs.950/- with. a 
zode Management. requisition indicating the Test Centre Preferred by 
regular mail 
Why BIM? 2. By paying Rs.950/- in Selected branches of Global 
* 100% placements since inception Trust Bank in your city 
* Active Collaboration with the Public Sector Giant — 3. By online registration ~ with an option to pay either by 
BHEL, and located inside BHEL Compiex Demand Draft or by Credit Card. For Credit card 
* Contemporary Curriculum payments an amount of Rs.1,000/- should be paid 
+ Excellent core and visiting faculty instead of Rs.950/- 


i Ativa partnership wi Industry P DD should be drawn in favour of “Bharathidasan institute 
=» Distinguished Alumni occupying coveted positions in of Management” payable at Tiruchirapalli. 


fearing National and International Companies. * SC/ST candidates can obtain Prospectus and Application 





* Rated as one of the best B-Schools in Asia Form by sending a DD for Rs.600/- drawn in favour of | 
* Diverse Student mix from 22 states to encourage “Bharathidasan institute of Management” payable at | 
cross-cultural sensitivities Tiruchirapalli along with the Photocopy of Community 

* Largest B-School in Tamil Nadu with 120 seats Certificate from the Revenue Authorities, to the address 
given below, by regular mail. (Since this process involves 

Where to take the test? verification of certificates, the Application can be obtained: | 

Bangalore, Chennai, Cochin, Coimbatore, Kolkata, only by regular mail and not through GTB branches or 

Madurai, Mumbai, New Delhi, Secunderabad and online} 

o iia IMPORTANT DATES: 

Who is eligible? Commencement of issue of Application forms and Online 

* Bachelor's or Postgraduate degree or its equivalent in Registration: 1st September, 2003 

any discipline with a minimum of 50% marks. Last date for issuing and receiving of Application forms 


* Final year degree students may also apply, subjectto and Online Registration: Sth December, 2003 
completion of degree with minimum 50% marks by Date of BIM Admission Test: 
31st July 2004. 28th December, 2003, Sunday, 2.00 PM 


List of GTB branches from where our Application Forms and Prospectus can be had: 


BANGALORE: “Land Mark”, NO.21/15, Mahatma Gandhi Road, Bangalore - 560 001 + CHENNAI 63, Radhakrishnan Salal, 
Mylapore, Chennai - 600 004 e COCHIN: XL, 40/5116, Broadway, Ernakulam - 682 131 @ COIMBATORE: 1073/1074, 
Raheja Centre, Avinashi Road, Coimbatore - 641 018 e KOLKATA: 32, Chowringhee Road, Kolkata - 700071 
e MADURAI: A.R. Plaza, 16 & 17, North Veli Street, Madurai - 625 001 + MUMBAI: Mahatma Gandhi Seva Mandir Trust Bidg. 
S.V.Road, Opp: Talao, Bandra (W), Mumbai - 400 050 e NEW DELHI: M-1,2,3, Connaught Circus, NewDelhi-110 001 
e SECUNDERABAD: 9-1-129/1, Oxford Plaza Building, $.D.Road, Secunderabad - 500 003 
e TIRUCHIRAPALLI: 60, Thennur Main Road, Thillainagar, Trichy - 620 017. 








All correspondence including the requisition for application should have “MBA Admission 2004-2006” 
superscribed on the envelope and must be sent fo: 
The Admissions Chairman, 
BHARATHIDASAN INSTITUTE OF MANAGEMENT 


Post box No.12, BHEL Complex, Tiruchirapalli — 620 014. Tamil Nadu. South India. 
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_ institution,” we believe that in the age of i consultancy services, the feed back was amazing, says DrNandagopal. At PSGIM, the 
ý globalization we are standing upon a threshold of a master’s programme in International Business is conducted in collaboration with 
+) new era in corporate management and have to : Indian Institute of Foreign Trade, New Delhi. The curriculum focusses on cross culture 
a prepare our students for many uncertainties and : management, country analysis, learning 2 foreign languages & culture, and business 
new challenges in the time to com@edndustrial---yp-practices and out side India. Identifying the future requirements of budding industries 
exposures would-entich our students knowledge in India RSGM. has-incliidedin its syllabus sect oral specialization courses in 
4 and kee them abreast with thé trends of business. i Biotechnology, agriculture entrepreneur deVelopment etc. 

yf Moreover our parent organization, PSG group is | PSGIMisnaw concentrating on training mid management professionals to bridge 
= _ yety much ahappening place hence our students get + -gaps with in the industry and help them. perform. a way of organizing 
Seka ae first hand information on cHanging phases of j Management Development \Programme [MDP] inp i 


~ 


$ 






impart academic Kn 


placed in front of them and a solution is sought. It was indeed surprising to note their 
efficacy in handling these situations, we value some of their suggestions and have i 
implemented quite a few in PSG group and in clients place where the institute offers | 


INDIAN INSTITUTE OF PLANTATION MANAGEMENT 


Jnana Bharathi Campus, P.O.Malathalli, Bangalore 560 056. Website: www.iipmb.com 
Ph: 080-3212647 / 3212766; Fax: 080-3212775; E-mail: info @iipmb.com / mkiipm @vsnl.net 


INVITATION TO COMPANIES 


Campus Placement for the 2" Batch of Post Graduate Diploma in 
Agri-Business & Plantation Management (PGD-ABPM) 


Indian Institute of Plantation Management invites Agri Business Corporates, Plantation Companies, 
NGOs and other organizations for campus recruitment during the week beginning from 21% October 
2003. 


Students of the 15-month intensive Post-Graduate Program in Agri-Business and Plantation 
Management are professionally trained for managerial and leadership roles in the new competitive 
environment. The uniqueness of the program lies in its integration of four different components, viz., 
Classroom Teaching, Fieldwork, Corporate Training Segment and Special Focus Areas. 


Interested organizations can contact the Placement Co-ordinator. 


HPM ~2-— 


www.iipmb.com 








Managing change for the future 


PSGIM presents an array of Management Development Programmes to 
help you manage change in your organisation cutting across disciplines and 
management levels to make your organisation one of the worlds’ best. 


Management Development Programmes for 2003-2004 





I SNo Program Title Co-ordinator Date Location 
Strategies for Sustained Prof Geeta Hegde Sep Sth & óth 
Market Share and Growth 


Dr T G Vijaya Od 24th & 25th 
Financial Management for Prof C Jeevanandam ; Coimbatore 
Achieving Corporate Goals 


Tiruppur 


Derivatives Management Jan Coimbatore 


Sa : F ce 








Faculty Development Programme for 2003-2004 


1, Workshop on Case Methods Dr V Srividya Dec 18th, 19th & Coimbatore 
20% 


Seminars / Conferences for 2003-2004 


National Conference on Business Dr R Krishnaveni Nov 28th & Coimbatore 








” For-detalis and registration contaci 

Dr F G Vijaya: Coordinator - MDP. 

PSG institute of Management. 

PB No.1 668, Peelamedu, Coimbatore - 641004. 
PSG Institute of Management Ph: 0422-2577252, 2590946 Fax: 0422-2572375 
Email:mdp@psgim.ac.in Website: www. psgim.ac.in 
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Fashion Technology, Alliance Francaise de Madras. At PSGIM, they say this year alone 
they are conducting thirty-five MDP programmes and there is a proposal to set up 
MDP center with in the campus. 

Detailing on new innovative management exercises, Dr Nandagopal said that 
PSGIM is committed to social responsibility and is working with self help groups in 
rural market places with an intention to augment the growth of rural economy. “ Our 
core strength is International business and strategy management, we are more 
interactive with our sister concerns and in the near future would extend management 
development programme and consultancy services as partners with various 
industries,” he says. Currently PSGIM is negotiating with some corporate houses in 
Coimbatore for collaborative management and out sourcing of marketing &HR 
activities. Since the faculties of PSGIM are all set to handle this, the rich experience 
would thus be passed on to the students, which will come a long way in creating new 


generation global managers. 


GRD School of Commerce & 
Inernational Business, (GRDSCIB), 


Coimbatore. 





he GRD school of Commerce &International business is committed to develop 

professionals by providing concept oriented subject knowledge backed with 

hands-on pfactical training. This school has distinguished itself as a unique 
symbol of knowledge talent & determination. To be in line with the requirements of 
ever changing socio- economic enyitonment and corporate strategies, GRD strives to 
bring out the latent talent ofthe students and mould them in. to competent 
professionals. “ We encourage studenits-to participate in co-curricular activities on a 
regular basis. Apart from imparting specialized knowledge and skills we develop all 
round personalities of the students by inculcating professional ethics, team spirit and 
leadership innovation required to excel in highly complex corporate world. GRDSIB 
is perhaps the first self-financing institute in the country to receive a five star 
accreditation from the National Assessment & Accreditation Council,” says, 
K.K.Ramachandran, Director. 

The constant focus is on grooming the students 
with positive attitude & self-confidence and 
preparing them to face the challenges that lie ahead, 
for which many workshops are organized and here 
the students are exposed to real time corporate tasks 


which caters to the actual corporate 





expectations. -The organization 


K.K. Ramachandran 
Director, GRD 


prominent personalities drawn from all fields and usually these 


periodically arranges for the students 
to meet and personally interact with 






industrialists and 





the top 


are theme based. “ We believe that all our students have the 
drive in them and these highly successful 


people 


could become strong role models for our students,” said Ramachandran. Apart from 
many such programmes more importance in GRDSIB is given to sharpen the creative 
& innovative strengths of the students and the organizing skills, communication and 
creative strengths are put to severe tests and these are based on real life industry 
situations. “GRDSIB will be growing 1 
more of students as employers than employees and will excel in their professions, “ he 
added. 


Yomore than what we are today, we will see 


Sona School Of Management, 


(SSM) Salem 


ona School of management is a top class management institute that has become 





a role model in line with TIFR and BITS but however is constantly striving hard 
to attain an equal position with IIM. i 
Recently SSM unveiléd’anew... plan of action that 

would place them high along ‘with”other top 
management education institutes in the’ country 
this apart from the ongoing negotiations for an 
academic tie up with University of Technology, 
Sydney and University of Berkley, which would be 
finalized soon. Talking about their new concept, Dr 


Surya Rao, Academic Advisor, SSM said it was == 
; ALA 3 Te Rao 
designed keeping in mind the futuristic demands 
of the corporate community. Detailing on this he 
said SSM would scientifically work on to improvise in the a areas: 
Industry academic interaction. 
Inter institutional colloboration. ~ 
Virtual learning. 
Manpower planning and development. 





Research. 

The need of time is to gear up the education system to reach global standards so 
as to compete and face challenges from corporate educational institutions that are more 
likely to operate in India from 2005 on wards. Therefore SSM has made it a point to 
provide opportunities for their students as well as other aspiring students of that 
region in terms of industry interaction. SSM has realized the importance information 
technology, its reach and its potential in addressing the needs of students across 
borders at very affordable rates. SSM is committed to bring in e- learning for the benefit 
of aspiring as well as middle management professionals Dr Rao added 

Keeping in mind the changing pattern of business, SSM has been 
sponsoring faculty to undergo up gradation programmes at premier 
institutes in the country Viz. IIM. Also SSM has made it mandatory that 
all faculty members register for doctorate degree and acquire the same 
in 5 years period. SSM has implemented in its curriculum many 
practical aspects of business, which makes their alumni globally 
competitive, accreditation given to the students by the corporate giants 
stand testimony to this fact. 


It is easy to recognise a TAPMI graduate. 
They belong to a community called wealth creators. 


Ith Creators 


Nurturing We 








Knowledge is wealth. People with knowledge in turn 
become creators of wealth. T A Pai Management Institute 
(TAPMI), Manipal, understands this equation well, and 
nurtures its students accordingly, to assume positions of 


responsibility in the corporate world. 


Autonomy and independence, entrepreneurship and 
innovation are qualities that are woven into the fabric of 
TAPMI's holistic approach to management education. 
TAPMIans reflect these qualities by their ability to 
contribute as individuals through expertise and 
specialisation, and as team members, when the occasion 
calls for it. The rigorous grounding in group work - a 
TAPMI hallmark - begins the moment a TAPMIan steps 
on to the portals of the Institute. 


Innovative courses in Derivatives, Retailing, Entrepreneurial 
Management, Environmental Management, Business 
Awareness and Ethics have been some of the firsts that 
TAPMI is known for, reflecting its forward thinking in 
the area of management education. 


Rated among the best in the country, TAPMI's Post 


Graduate Programme in Management is known for 


its rigour, regular content updation, and relevance to 
industry. Its autonomous status helps, in large measure 
to design and align its curriculum, course material and 
teaching methodology to emerging needs of the industry 
The Management-in-Practice course is one of the 
highlights of such innovative thinking in curriculum 


structuring and teaching methodology. 


An interesting facet of TAPMI is the freedom enjoyed by 
the faculty to truly do justice to management education 
Due to its location in the academic capital of the country, 
Manipal, the student-faculty interaction too is of very 
high degree and has its positive impact at every inflexion 
point of the programme, whether it relates to joint 
development of case studies or mentoring related to 


choice of courses. 


And, it all adds up. For the student, TAPMI is the so 
where the seeds of business leadership and greatness ar 
sown. To grow with the knowledge and the ability to 
create wealth for the society they live in, the organization 


they serve and themselves as individuals. 








TAPMI 


T.A.Pai Management Institute, Manipal - 576 119, Karnataka 


Ph: (0820) 257 1358 / 3162 





Website: www.tapmi.org E-mail: director@mail.tapmi.org 








The ICFAI Universi ty 


BUSINESS SCHOOL | 2004-06 
Ahmedabad, Bangalore, Bhilai, Bhubaneswar, Elective Streams 
Chandigarh, Chennai, Dehradun, Gurgaon, Hyderabad, > Marketing 
Indore, Jaipur, Kochi, Kolkata, Mumbai, Pune & Ranchi > Finance 


> HRM 
ICFAI Business School > Operations 


Ranked among Top B-Schools > IT & Systems 
m Ist Rank among Private B-Schools set up affer 1990 l > international Business 
= Ist Rank in Faculty Strength > Accounting & Control 
® Ist Rank in Student Strength l > Banking 
= 6th Rank in Intellectual Capital > insurance 


>i t ts 
= 7th Rank among the Non-IIM B-Schools > Eene 


® 8th Rank in Academic Environs i 
n 9th Rank in Industry Interface HIGHLIGHTS 

: Two year Full-time Campus-based Program 
Concurrent Programs : CFA, CPA, CBM & C-RIM 
Case-based Learning l 
Competent and-Committed Faculty 
Fully equipped computer labs & libraries 
Unique 16-week Summer Internship Program 
Management Research Project in the 6" Term 
Extensive Co-curricular activities 
100% placements with Blue-Chip organizations 
Growing alumni network with over 3600 members 
Global affiliations, including AACSB 


Source: Various B-School Surveys. 


Eligibility: Graduates (Any discipline, English Medium) 
with 50% and above. 


e Final year students of Engineering / Degree 
Courses, awaiting examinations and results. 


Selection: Based on IBS Admission Test (IBSAT) 
and Interviews (GMAT scores are also accepted.) 


IBS Admission Test (IBSAT) 2003: 
December 21, 2003 (Sunday) Visit us at 
At 60 Test Centers all over India w Www. iCfai.org/ibsat 


Prospectus & Application (Rs. 1000) available by cash / DD at ICFAI University Study Centers (Phone Numbers given below). 


Agra: 2527035; Ahmedabad: 6562458; Ajmer: 2622707; Allahabad: 2420255, Anantapur: 249334; Aurangabad: 5624774/75; 
Bangalore-infantry Road: 2899-363/262; Jayanagar. 6991202; Bhopal: 5277253, 2576975; Bhubaneswar: 2506203/04; Chandigarh: 381128, 749504; Chennai 
- Adayar: 24405944/55; Nungambakkam: 28235633/88; Coimbatore: 2541190; Dehradun: 2654002/03; Goa: 2437050; Guntur: 2238958; Gurgaon: 222- 
3595/5556, Gwalior: 2322273, Hubli: 2371738; Hyderabad-Punjaguita: 556-6366 1/81180; Vidyanagar: 27630356 Indore: 506-9003/8247; Jabalpur: 
5066886; Jaipur: 23-63695, 73689; Jalandhar: 5074769; Jamshedpur: 2434957; Kakinada: 2387772: Kanpur: 2330912/1145; Kochi: 23-69763, 82294; 
Kolhapur: 2655142:Kolkata: Ballygunge Circular Road : 228-73161/17802; Laketown: 25341172;Kurnool: 249811; Lucknow: 2204-205/559; Ludhiana: 
2772523, Madurai: 2342169; Mangalore: 2432050; Meerut: 3107512; Mumbai - Nariman Point: 22040888,22823173; Andheri (West): 2671-6563/8410; 
Mysore: 2543803, Nagpur: 2564314, 2547124; Nasik: 2570413; Nellore: 2301222; New Delhi: 23739157/169; Noida: 2592410, 2516024; Patna: 
2237942; Pondicherry : 2911211, Pune: 4026975/76; Rajkot :9825828499: Raipur: 5061361; Rajahmundry: 2448813; Ranchi: 2306922; Siliguri: 
2524079; Surat: 2650485; Thane: 253-82659/75836; Tirupati: 5561058: Trivandrum: 2320853; Udaipur: 5102254: Vadodara: 2341780, 5540299: 
Varanasi:222-6320/6439, Vijayawada: 2473620, 5563620; Visakhapatnam: 2752653, Warangal: 2552610, 


Alternatively, For IBS Prospectus please >< here and send this COUPON to CPAD,Hyderabad along with a DD for Rs.1000 
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A m ri t a I n stitute of M an ag eme nt : Finance (è Insurance and Risk Management e Management of Financial information) 
( AI M), C oi m b atore -International Business (@ Global Business St 


course) @ International HRM } 
A, mirita Institute of Management (AIM) is a Business School founded in 1996, 
i Tiras by Mata PA aA Hh jys a unique mission and y isi 





zy (besides the abeady offered 






Maneig (e Strategic Management of e-Business Rural Marketing @ CRM 
















Prahalad, and to name 


AIM alo = ons ion events auch a6 


pas address) 


world-class 
nent to hunian: 
interaction with industry and ac i ugh continuous 
Some new courses offered in several! ‘areas: 
Information Systems (e E-Commerce Modeling and Imp 
Networking Academy Programme (CNAP) @ LT. Security Management @ Software : 
Quality and Reliability Management. @ Advanced tools for Decision Support) ` a Enhancing academic and applied research in inter-disciplinary:and emetging areas. 
Operations Management (¢ Services Operations Management @ Services Strategy Establishing a Center for Leadership Development with the help of Global CEOs. 


p 
























formulation and implementation} | a Tie-ups with top class international academic and business otganizations, 


AMRITA .. 


Vishwa Vidyapeetham 


(Deemed University) 


AMRITA INSTITUTE OF MANAGEMENT 


( patches by Mata a Amritanandamayi Math } 








Selection : Through COMMON ADMISSION TEST ICAT) ¢ conducied by the IIMs, followed by group discussion & interview | 
to be held at four centres in India (Coimbatore, Hyderabad, Bhopal, and Kolkata). A maximum of six seats are reserved | 
for Industry sponsored candidates who must take CAT and attend group discussian and interviews. 


Eligibility : Graduation (10+2+3) with minimum 50% aggregate marks. 


How to apply :* Appear for CAT. Apply to AIM. * AIM application package will be available from 1° September 2003 | 
on payment of Rs.750/- by cash or DD drawn in favour of Amrita institute of Management, payable at Coimbatore. | 





For AIM application package by post, please write to : 
The Admission Co-ordinator, 
AMRITA INSTITUTE OF MANAGEMENT 


; ns Ettimadai,Coimbatore - 641105, india. Amma's 50° Birthday Celebrations 
wer m SAR Tel: (0422) 2656422 Fax: (0422) 2656 274 ; E-mail: aim@amrita.edu 2003 Sept. 24-27 - Kochi, Kerala. 


* AIM uses CAT for shortlisting the candidates for our ir two-year full-time Post Graduate Programme in Management: HMs l 
have no role either in the selection process or in the conduct of the programme. _ 




















# AIM application packages are also available through IMS Learning Resources Pvt Lid. centres. ‘located at Ahmedabad, “Aurangabad, “Bhopal, i 
Bangalore, Baroda, Bhubhaneswar, Chennai, Tambaram, Cuttack, Chandigarh, Coimbatore, Cochin, Delhi, Noida, Goa, Hyderabad, Indore, Jaipur, 4 
Kolkata (Gariahat), Kolkata (Salt Lake), Kolkata (Park Street), Kolhapur, Lucknow, Trivandrum, Mumbai (Tardeo), Mumbai (Borivall}, Mumbai (Santacruz), 
Mumbai (Sion), Mumbai (Thane), Mumbai (Vashi), Mumbai (Dombivili), Mangalore, Nagpur, Nasik, Patna, Pune (Deccan), Trichy & Vishakhapainam. 
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DILEEP PRAKASH 





| HE Zuckerman lecture was 
< scheduled for the evening of 
11 June 2003. R.A. Mashelkar 
reached his hotel in London 
on the morning of 10 June. 
Before his lecture he had only 
i one appointment, with Lord 
Saintsbury, the UK minister for science 
and technology. Mashelkar had re- 
searched widely before this trip. He had 
brought over 400 printed pages with 
him, information on various topics on 
science, technology, development and 
education. He read and read and read, 
leaving the hotel room only for his soli- 
tary meeting. 

The Zuckerman lecture, given every 
year by a top international scientist at 
the Royal Society in London, is the most 
prestigious scientific lecture in the UK. 
The audience usually consists of around 
200 leading scientists, industrialists and 
government officials of the country. 
Mashelkar's lecture was the tenth so far. 
The previous lecturers were top govern- 
ment science officials from the US, Ger- 
many, France, South Africa and the UK 
itself. It was the first time that somebody 
from a developing country had been in- 
vited to give the Zuckerman lecture. 

The lecture had to be circulated to 
the invitees three weeks in advance. 
Mashelkar had prepared and sent his 
lecture as a presentation titled ‘Nation- 
building Through Science and Technol- 
ogy: A Developing World Perspective’. It 
had begun with an analysis of India’s 
achievements in science and technol- 
ogy, familiar things like the space pro- 
gramme, supercomputers, drug 
process research and the Tata Indica. It 
then went on to science education, 
patents and a few specific inventions. It 
was interesting but not exhilarating. The 
presentation was a skeleton dense with 
statistics, but without flesh and blood. 
There was no place fora soul. 

Mashelkar did not stop his research 











the 
man 


after he mailed the slides. He didn't alter 
the presentation but thought of unique 
things to say at each slide, some of them 
quite unrelated to what was on view. 
“People carry home only the unex- 
pected,” he says. 

It was a method he had mastered 
over the years, after delivering hundreds 
of lectures at public fora. There was an- 
other reason to prepare well. The Zuck- 
erman lecture was followed by 45 min- 
utes of questions from the best minds in 
the UK. “I always hated the situation of 
not being able to answer a question af- 
tera lecture.” 








HEMANT MISHRA 


The morning after the lecture 


Mashelkar received a handwritten note 
at the hotel from Sir David King, chief 
scientific advisor to the UK government 
and a top-notch chemist. King had read 
the lecture in advance, like most others 
in the audience, but was unprepared for 
the real thing. Mashelkar had carried 
along a set of extensive notes to bolster 
his presentation. He had taken the audi- 
ence through interesting alleys, circled 
them in nice eddies, and brought unex- 
pected twists and turns to the main plot. 
Quite often, after presenting a slide, he 
had said the opposite of what the audi- 
ence expected. 

The note that King sent read like 





this: “Your lecture (was) one of the best 
lectures I had the privilege to listen to.... 
This was the also the response of very 
many members of the audience. You 
gave so many insights that, in fact, I 
was quite unable to get to sleep last 
night, working through changes in my 


own analysis of the developing 
world, the UK and global scientific and 
societal issues.” 


IA ASHELKAR remembers his Ph.D. 
ivi oral examination as one of the most 
embarrassing moments of his life. He 
had worked under the celebrated 


| chemical engineer M.M. Sharma. He 


also had three research papers to his 
credit, one entirely of his own, a rare 
achievement for a Ph.D. student. 
Sharma followed the highest ethical 
standards and did not believe in putting 
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R.A. 
Mashelkar is 
no mad 
scientist. 

He just has a 
penchant for 


the unusual. 
by P. Hari 








Evogue ae 


his name to a student’ work without 
good reason. 

“I was’ a. brash, superconfident 
young man,” says Mashelkar. His exam- 
iner, professor R: Kumar of the Indian 
Institute of Science, had his own ideas of 
what a student should know. He grilled 

Mashelkar for two hours. 
» Mashelkar’s Ph.D. thesis was on 


bubble columns, tubes of liquid | 
through which you bubble a gas to start | 


a reaction. Kumar asked him simple 
questions. “Draw the: bubble... 


ble.” Mashelkar did not know the mean- 


ing of the word ‘streamline’. “I was so | 


focussed on the total system that I did 
not look at the bubble closely,” he says. 


Kumar concluded the interview with | 


the observation: “The thesis has been 
nicely typed.” 

*Mashelkar got his Ph.D. He also got 
several job offers from abroad, the most 
tempting of which was the one that of- 
fered him the post of an associate lec- 
turer at the University of Manchester In- 
stitute of Science and Technology 
(Umist), one of the best institutions for 
science and engineering in the world. 

Mashelkar, however, chose to take 
up a one-year post-doctoral fellowship 
at the University of Salford, a relatively 
small institution, in the UK. The Umist 
job, though permanent, would have 
meant.a continuation of his doctoral 
work. The Salford fellowship, though 
temporary, allowed him to venture into 
unknown territory. 


He had already learned to stretch | 
himself in unusual ways. As a student at | 


the University Department of Chemical 
Technology (UDCT), after not being al- 
lowed to use a carrom board that was re- 
served for professionals in his depart- 


ment, Mashelkar had taught himself the | 


game and become the top seed in the 
university championship; his knowl- 
edge of the game improved so much 
that he became a referee in the national 
carrom championships. 

At Salford, he did something that he 


was not required to do. He learned per- | 


turbation theory and taught a course on 


approximation methods in engineer- | 


ing. The fellowship was 
for research. 

In the evenings at Salford he would 
simultaneously talk to his wife, watch 


meant only 


television and work out ‘the equations’ 


Now | 
draw the streamline around the bub- | 





} 


| 
| 


f 





fordrag reduction under laminar condi- 
tions’ As a student at UDCT, he would 
work through problems using a slide 
rule (there were no calculators at that 
time) on the way home in a bus. Later at 
the National Chemical Laboratory 
(NCL) in Pune, he would carry research 
papers to read during his morning 
walks. Multitasking was then as easy as 
speaking. It still is. 

Now, as the director-general of the 
Council of Scientific and Industrial Re- 
search (CSIR), Mashelkar presides over 
38 diverse laboratories across the coun- 
try. In between he has found time to 
head a large number of committees in 
India and abroad. 


Four years ago CSIR South Africa | 


had asked him to study its chain of labs 
and strategise. And the chemical engi- 
neering department at Cambridge Uni- 
versity wanted him to investigate its 
competitiveness. “He came to our de- 
partment only once,” says Shell profes- 
sor of chemical engineering at Cam- 
bridge John Bridgwater, “but made 
suggestions that suited our culture and 
promoted new ideas.” 

In India he has headed committees 
on disparate topics like pharmaceuti- 
cals, restructuring engineering colleges, 
auto-fuels, science education and soon. 
The auto-fuel report stirred a hornet’s 
nest as it disproved what everybody be- 
lieved: he had claimed that the clean up 
of Delhi was due to the adoption of CNG 
as the fuel (the report cited technology 
and fuel quality improvements as the 
reason). Ashok Ganguly, chairman of 
ICICI OneSource, says: “He has the abil- 
ity to bring a scientific perspective to 
even political issues like automobile fu- 
els.” Mashelkar had helped Ganguly too 
when the latter was the director of re- 
search at Unilever. 

Chemical engineering, administra- 
tion, committees, public lectures, 
teaching, patents, business... work has 
made Mashelkar a restive soul. He surfs 
the Internet for an hour or two every 
night before going to bed. Sometimes 
he even gets up in the middle of the 
night to surfagain. 

Part of the research for his lectures 
gets done at this time. The other part 
gets done when heis travelling, when he 
reads reports, books, research papers, 
magazines and anything else that looks 
interesting or important. As CSIR head 
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“There are very 
few scientists in 
dia and 
Mashelkar is 
one of them” 


Ashok Ganguly, chairman, ICICI 
OneSource 





“Mashelkar is 
unique in 
contempor. 
India; he is bo 
an outstanding 
scientist and a 
great leader” 


Vijay Kelkar, adviser to the FM 


“I speak to 

Mashelkar 

whenever I am 

depressed and 

always feel 
better” 


N.R. Narayana Murthy, chairman, 
Infosys Technologies 








he gets a lot of solicited as well as unso- 


: licited material. 


TE year 1998 was one of the most re- 
markable in Mashelkar’s career. That 
was when he was elected Fellow of the 
Royal Society (FRS). He got the J.R.D. 
Tata corporate leadership award in the 
same year. “Please reserve some awards 
for us businessmen,” Infosys chairman 
Narayana Murthy had told him then. 
Mashelkar also won -several other 
awards in 1998. He was 56 years old. And 


| his career in chemical engineering was 


taking another interesting turn. 
Scientists usually flower early in 
their career. Administrative work cho- 
| kes the imagination, stratifies the mind 
and hardens the spirit. Yet Mashelkar 





spends his weekends at his lab in Pune. 
“The quality of his research has gone up 
in the last few years,” says Kumar. 

All this after Mashelkar became the 
CSIR director-general, and after he be- 
came a Fellow of the Royal Society, 
purely for his work as a chemical engi- 
neer. You can still count on your fingers 
the number of chemical engineers in 
the world who have got an FRS (M.M. 
Sharma is the only other Indian). 

As a young scientist at NCL, 
Mashelkar had worked out the mecha- 
nisms of polycondensation, a set of 
chemical reactions that produces plas- 
tics called polycarbonates. DuPont, 
world leaders in polycondensation, had 
to go through Mashelkar’s research pa- 
pers to understand what really went on 
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MASHELKAR 





inits reactors. It was this same work that 


India (the association culminated in a 
large R&D centre in Bangalore). 


for this work. 


| elling and experimental techniques for 
first attracted General Electric (GE) to | 


this research. It was his best work so far. 
But we may have to wait for a while to 


| see its impact on the world. 


| Mashelkaralso won the Bhatnagar prize | 


As a man, Mashelkar constantly | 
| ing of science and business. A few peers 


seeks out new things to do. As a chemi- 
cal engineer he keeps learning new sub- 
jects and tries to synthesise them. Dur- 
ing his formative years, chemical 
engineers did notventure easily into sci- 
ence. “We expect a chemical engineer to 
understand chemistry well, but it’s not 
really the case,” says Kumar. At Salford, 
Mashelkar learned not only chemistry, 
but mathematics and physics as well. It 
was time for synthesis. 

His attack on non-Newtonian fluid 


realm of physicists. They had figured 
out howlong chains of polymers behave 
in a solution, for example. But, being 
physicists, they had stopped at that and 
not looked at the interactions between 
the chains. It was like studying the be- 
haviour of spaghetti without looking at 
how they stick to each other. It was up to 
Mashelkar to explain how polymer 
chains interact in a solution. He did it in 
the 1990s. 

As a Ph.D. student, Mashelkar 
learned to experiment. At Salford he 


ASHELKAR has critics in plenty. 
Purist colleagues do not like his mix- 


dislike his media-friendliness and the 
publicity that he gets. Non-governmen- 


| tal organisations detest his campaigns 


on patents. Bureaucrats hate the way he 


| enjoys the confidence of the political es- 


tablishment. The unions hate his guts. 
During the early days of CSIR, S.S. 


| Bhatnagar (its first director-general) 


| mechanics was unconventional for a | 
| chemical engineer. This topic was the 


used to have regular breakfast meetings 
with Jawaharlal Nehru. “I want to start a 
new lab,” Bhatnagar used to say, and 
Nehru would nod. Subsequent CSIR di- 
rector-generals, all outstanding people 
in their own right, did not get sufficient 
backing from the political establish- 
ment. CSIR became a cocoon, far away 
from public view. 

In the mid-1990s, the Narasimha 
Rao government started reducing mon- 
etary support as well. For 50 years, CSIR 


| did some quality research, but had now 


become an assortment of labs that did 


| notworkwith each other. The labs never 
| had targets to achieve. The unions were 


learned mathematics, physics, some | 


theoretical chemistry. In between Sal- 
ford and Delhi he learned more physics, 
more mathematics, physical chemistry, 
polymer chemistry... He is still learning. 
As he took over as the director-general, 


| he began to put this knowledge to- 


gether. Even better things could be done 
if he put these subjects together. 
Mashelkar had already told his frater- 


stifling work. 

Mashelkar lost no time in breaking 
the back of the unions. He also stuck his 
neck out and brought out, with charac- 


| teristic flair and publicity, a document 


nity about his intentions at alecture in | 


London called ‘seamless chemical engi- 
neering science’. 

Chemical engineers had been inter- 
ested in gels for some time as a sub- 
stance that could mimic life. The Japan- 
ese and the Americans were able to 
show in gels three properties of life: 
shape memory, reaction to a stimulus 
(sensitivity) and movement. Mashelkar 
and his team showed that gels had enzy- 
matic properties and could organise 
and heal themselves. This work was 
done only two years ago. He had used 
physics, chemistry, mathematical mod- 
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that spelt out targets for the year 2001. 
These targets were achieved only par- 
tially, but the document revitalised 
CSIR. Labs set their own targets. And for 
the first time in the history of CSIR, they 
started working together. 

Four years ago, CSIR started a large 
programme on bioactive molecules. It 
involved 19 labs, many universities, 500 
scientists and Rs 47 crore. To make 
everybody work together, Mashelkar 
brought in his mentor Kumar. A director 
now did not have to report to another 
one for a joint project. The spirit of this 
project was carried over to the next Five- 
year Plan of the Government of India. 

In the Ninth Five-year Plan, each 


| CSIR lab had around 50 projects or 


more. In the Tenth Five-year Plan the 
entire CSIR will have only 55 projects. 
Mashelkar, the synthesiser, had begun 
remoulding CSIR in hisownimage. W 
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BROWSING 
Chetan Parikh 


Director, Jeetay Investments 


I’m reading WHAT I LEARNED BE- 
FORE I SOLD TO WARREN BUF- 
FETT by Barnett C. Helzberg Jr. I saw 
the book on Amazon.com and found 
the title interesting although I don't 
read too many books on hands-on 
management. This had an endorse- 
ment from Buffett, and I thought it 
would tell me what he looks for in 
companies. It tells you that profits are 
just a by-product of doing something 
really well. Helzberg built a jewellery 
company called Helzberg Diamonds 
that eventually caught the eye of Buf- 
fett. It is a highly readable book on an 
entrepreneur's journey. You get a can- 
vas ofa guy who is really humble and 
has alot of people around him who 
are smarter than he is. The author 
stresses humility, respect for others, 
hard work and calculated risk-taking 
as the secrets of his success. E 


ALERT 


The Clash of Fundamentalisms 
Crusades, Jihads and Modernity 


By Tariq Ali (Verso Books) 





JUST out in paperback 


PRS ti is this extraordinary 


book that integrates 
history, culture and 
politics in its attempt 
to provide a perspec- 

| tive on the crisis in re- 
lations between differ- 
ent regions of the world. Aliis 
critical of the Islamic fundamen- 
talism, Stalinism and the imper- 
ial West as he discusses the 
Iranian Revolution, the history of 
Pakistan and of Palestine. iy 
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HY are some countries 
rich while others are poor? | 
This is perhaps the most | 
contentious question in 
economics, keeping econ- 
omists from Adam Smith 
to Paul Romer busy. And from that fol- 
lows the next question: what should 
poor countries do to become rich? 

This volume has three interesting re- 
search papers that examine some as- 
pects of these debates in the context of 
South Asia. There is Faisal Bari and Ba- 
sudeb Guha-Khasnobis on the sources 
of growth in the region; Saman Keleg- 
ama and Kirit Parikh on the political | 
economy of growth and reforms 
in South Asia; and Binayak 
Sen and Suresh Tendulkar 
on how market restrictions 
have hampered growth. 

For several years, econ- 
omists have tried to under- 
stand the relative impor- 
tance of the two key drivers 
of economic growth: high- 
er inputs and higher pro- 
ductivity. Is growth depen- 
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isher 





experience with 


GROWTH 





y we are 


dent on using more resources or on 
making better use of existing resources? 
Initially, Robert Solow and M. Abram- 
ovitz had found that most of the growth 
in the US during the first half of the 20th 


| century could be explained by higher 


productivity. It is much the same case 


| with the other developed countries. 


But research on the growth surge 
across East Asia since 1960 showed that 


| growth in inputs was powering eco- 


nomic growth. So countries like Thai- 


| land and South Korea were pouring 


ever-larger amounts of capital to keep 
their economies on the fast track. This 


| strategy was likely to run into trouble 


since capital is subject to diminishing 
returns. Growth powered by capital ac- 
cumulation was sure 





THE SOUTH 
ASIAN EXPERI- 
ENCE WITH 
GROWTH 


Edited by Isher Judge 


South Asian 


Ahluwalia and John 
Williamson 
Oxford University Press 


a 


edited by 
Judge Ahluwalia 
John Williamson 





Short History of Nearly Everything | 

(Broadway Books) is alot to write | 

about. But Bill Bryson, best-sell- 

ing author of In A Sunburned 
Country and A Walk In The Woods, 
manages to do it with a bit of humour, a 
little intensity, a fair amount of clarity 
and the same kind of wonder and | 
amazement that are a hallmark of his 
earlier books. 

That is quite an achievement con- 
sidering the range of subjects 
he tackles: from the Big Bang 
to how the human race came 
into being, to cosmology, ge- 
ology and chemistry, among 
other things. He looks at sim- 
ple questions like how do we 
know what lies at the centre 
ofthe Earth, or how we know 
the size ofthe Universe. What 


| 
| 
| 


I RY 
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| makes A Short History of Nearly Every- 


thing different is the conversations he 


| holds with science enthusiasts, who do 
| not mind Bryson’s often outright ‘silly’ 


questions on the subject. 

Bryson has had no for- 
mal training in science. In 
fact, he claims to have dis- 
liked it back in school. 
Hence, his attempt to de- 
mystify the subject. For 
those with an equal desire to 
learn about the wondrous 
world of science, this is the 
right place to start. Others 


SON 


the way we are 


ISHER JUDGE AHLUWALIA is visiting professor, Schoo! of Public Affairs, 
University of Maryland. Earlier she was director of the New Delhi-based Indian 
Council for Research on international Economic Affairs 


to taper off, a prediction made by Paul | 
Krugman in 1994, three years before the 
East Asian economies imploded. 
Guha-Khasnobis and Bari find that 
productivity growth has been more im- 
portant in South Asia (dominated by In- 
dia) than in East Asia. But this is, per- 
haps, because we started with far lower 
levels of productivity. They conclude 
that capital accumulation is still the key 
driver of economic growth in the region. 
Sadly, the study is a bit dated as the data 
they have used is till 1994. Things have 
become really interesting only after that 
point, especially in India. The Indian in- 
dustrial sector has restructured and im- 
‘proved its competitiveness without in- 
_ vesting too much in equipment. This is 
most likely because of better productiv- 
ity — the ability to squeeze more output 
from the same inputs. The rise of the ru- 
-pee can also be linked to better produc- 
¿tivity in the economy. It would have 
2 been good if the analysis of the relative 








‘in South Asia had been extended to 


~ cover. recent years. A question here: why | 


< do some economies have higher pro- 
ductivity growth than others? One fac- 


tor would be their openness to trade | 


mportance of inputs and productivity | 


{ 





JOHN WILLIAMSON is a senior fellow at the Institute for International 


Economics in re 


and investment. Guha- Khasnobis “nd 


Bari address the issue only peripherally. 

The other two papers restate the 
new consensus. Kelegama and Parikh 
analyse the political economy of growth 
and reforms in South Asia. They cover 
the early fascination for planning and 
import substitution, the later stagnation 
as a rent-seeking bureaucracy and es- 
tablished industrial groups stamped 
out the growth urge in the private sector 
and, finally, the reforms from within. 
The 1991 reforms were sparked off by 
the balance of payments crisis, but the 
later motivations of the supporters and 
the opponents of reforms are analysed 
with great subtlety. As finance minister 
Manmohan Singh said in 1993 when he 
was making his peace with the idea that 
reforms need to be sensitive to vested 
interests: “Finance ministers must look 
after the short term if they want to sur- 
vive in the medium term.” 


























go into the types of market distortions . 
and their impact on economic growth. 
They point out that distortions were 
there not in product markets alone, but 
also in labour and financial markets. 
But they conclude that trade distor- 
tions have kept Indians poor. The lack 
of openness to trade with the rest of the 
world was, perhaps, the biggest flawin 
indian economic policy. Butthe lesson — 
has still not been learnt. Our tariffs are. 
still among the highest in the world, 
Together, the three papers show: 
that the slow rate of economic gr 
in South Asia is the result of a p 
model that distorted markets ane 
duced the incentive to accumula 
ital. This, as the editors say, edto 





truth about it all 


looking for deeper insights may want | 


something besides this short history. 


Is US Media Liberal? 


It's a debate that should interest the 


whole world and not just the US. US | 
media has had a large impact on the | 
rest of the media-consuming world (re- | 
| not only is there no liberal bias in me- 


member CNN's Iraq War coverage). So, 


when Americans themselves question | 


the motives of their media makers, it 
makes for interesting reading. 

First, there was a series of books 
claiming there was a liberal bias in the 
media. The most well-known of these, 
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perhaps, is Bias by former CBS pro- 
ducer Bernard Goldberg, which finds 


| its way into the subtitle of Eric Alter- 
| mans What Liberal Media? The Truth 
| About Bias and the News (Basic Books). 


Alterman takes on liberal bias 
screamers like Goldberg and Ann Coul- 
ter, and tears them apart. Heclaims that 


dia, there's actually a conservative bias. 
His argument centres around the 2000 
election, where the media portrayed Al 
Gore as a liar (despite evidence to the 
contrary) and George W. Bush as alov- 
able dope as that was more interesting | 
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than the truth. He 
says, journalists 
are restricted by 
the right-wing 
leanings of their media owners. 
What BW readers may find interest- 
ing is Alterman’ take on business jour- 
nalism. He says media houses ignored 
issues like labour rights and income in- 
equality when the economy was peake = 
ing. It also failed to look. at corporate 
frauds. Alterman has research to sup- 
port his thesis, But his language is difi- o 
cult and the tone cocky. Read this ifyou ~ 
want to know how the media works. T 








Insure and be secure”, has suddenly 

taken off as the mantra for all 

Indians. An instrument which was 
simply considered a tax saving tool, 
has undergone a tremendous change in 
perception. The opening up of the sector, 
the aggressive campaign of the players, 
the launch of new innovative products has 
in a big way contributed to this change in 
mind set. Both the life and non life sectors 
has seen interesting developments. New 
products, attractive bonus propositions, 
easier payment options to suit individual 
requirements, customized policies tailor 





made for the prospective client and ' 


Ith In 





dedicated service at the door-step has | 
revolutionized this hitherto laid back | 
market. Apart from the usual agents | 
selling the policies, the concept of | 
bancassurance has also caught up. Almost 
all banks are marketing one or the other | 
insurance policy. The fact that most banks | 
have an insurance joint venture simply | 
aids the process. The selling of insurance | 
products by the banks gives a seal of | 
credibility in the minds of the individual. | 
Insurance along with biotechnology, BPO | 
and software is stated to provide | 
tremendous job opportunities in the days | 
to come. Seeing these prospects training | 
schools for insurance business have been 
set up and management institutes have | 
included courses on insurance in their | 


curriculum. 


The industry has been aided with | 
unstinting support by the government | universal health insurance scheme, where 


and the regulatory bodies. A step in this | 
direction came last year when the Finance | 


Minister reduced the tax benefits available 
on insurance premiums paid. So on a 


gross income of Rs 1 lakh to 1.5 lakh the | 


rebate of 20% stayed, while for category 


| between Rs. 1 lakh to Rs. 5 lakhs it was 


reduced to 15% and for income over Rs. 5 
lakh no such benefit was available. 
Insurance was brought under the service 
tax net with 5% service tax. 


In this year’s budget the Finance | 


Minister has hiked the service tax for all 
services to 8%. 
He has launched the much talked 


about Insurance Pension Scheme for 


senior citizens to be launched by LIC 
called the Varistha Pension Bima Yojana, 
whereby citizens above 55 can by 
depositing a lump sum get a monthly 
pension calculated at 9%, the difference in 
the market rate of interest and 9% to be 
borne by the government, so that senior 
citizens who are dependent on interest 
income and no pension plan to fall back 
on, do not bear the brunt of these changes. 

Also on the anvil is a restructured 
pension scheme for Central Government 
employees. All new recruits to the 
government sector will have basket of 
pension plans to choose from. Self 
employed individuals and non 
government employees can also join it on 


| a voluntary basis. On health insurance, he 


has launched a community based 
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PROMOTIONS 


an individual can be insured for Re. 1 per 
day (Rs. 365 in a year) and there are more 
options available under it. 

The writing on the wall is clear and 
can speak of the following: 1. With tax 
breaks on insurance being progressively 
reduced, insurance will in the long run be 
seen more as a means to security, as a 
protection against uncertainity whether it 
is life or assets of the individual. 2. 
Pension funds will rule the roost and 3. 
The most important - health insurance for 
all. 

That means, our outlook and economy 
is following the Western (US) mode in 





terms of health insurance and pension 
policies. A huge surprise has been the 
selling of pure protection policies and 
products in rural and semi-urban areas. 
These policies whereby for a small sum of 
money every year insures the bread 
winner has proved to be extremely 
successful. Popularly these pure term 
plans cost the customer very little 
approximately Rs. 10 every month for Rs. 
25000. If the insured dies during the term 
of the policy, the nominee gets the 
maturity proceeds. A person in the age 
bracket 18 - 60 can be insured in this 
manner. In an environment where the 
untimely death of the bread winner 
usually spells a death knell to the family, 
these term plans are a boon in disaster 
management. 

Along with this, health insurance is 
definitely coming under increased focus. 
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Tata P h F TA t 
India's first comprehensive hospital allowance policy. 
+ Maximum allowance of Rs 2,500 per day for up to 90 days of hospitalization. 


No questions asked. 


e Daily allowance paid even for non-medical expenses. 
No questions asked. 


t e Payments up to Rs 1,25,000 for surgery even if actual costs are lower. 
No questions asked. 


s Payments up to Rs 12,50,000 for 12 critical illnesses. 
No questions asked. 


Payments up to Rs 1,250 per day for a maximum of 3 days for 
post-hospitalization recovery at home. 


No questions asked. TATA 
AIG 
Call Tata AIG Life Insurance 24 hrs toll-free INSURANCE 





1600 228880 WITH YOU ALWAYS 


Tata AIG HealthFirst will be issued on completion of our straightforward application process. Claims will be paid based 
on completion of our claims form with necessary documents. i 


Tax benefits: Premiums paid towards medical benefits are eligible for tax benefits u/s 80D as per current Income Tax Act. 
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Claims will be settled as per the terms and conditions specified in the policy document. A maximum amount of up to Rs. 25 lakhs can be claimed under the policy The policy 
from a minimum of one unit to a maximum of ten units. Premiums paid towards death benefit are eligible for tax benefits u/s 88 onditions app 
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Iffco-Tokio General Insurance 
pan ast. emerging as one com- 
rgest players in prehensive 


sector general insurance in °" "° 
‘ ! Indian cus- | 
tomers. 


Now, in order to resolve all its policy- 
: holders’ queries instantly, ITGI has estab- 
fished a call centre. The toll-free line is 
accessible from all parts of the country 


ment process faster and easier. 


¿been transferred 


S and promises to make the claim settle- 










also been an 
important rein- 


surance company 
, IDING A | | | to the nationalised 
: ae Indian insurance compa- 


nies. 


ITGI’s chief executive officer Ajit 
Narain has now set his sights on achieving 
a target of Rs 300 crore in premium 
income in 2003-04. The vision is to 


' become the industry leader by building 
_ Customer satisfaction through fairness, 


transparency and quick response; provid- 
ing innovative products and service to suit 
every customer's need; being technology 
driven, cost conscious and price competi- 
tive and by creating a niche in the rural 


` segment, 
With its corporate office in Gurgaon 
Ne menting offices in about" ee tion has made its mark in the country. As 
| Millea Asia Pte. Limited's Tokyo-based 
in assistant general manager Kichiichiro 
- Yamamoto says, “The response in India 
~. _ has been excellent. It has been one of our 
i most successful overseas venture." 


Already this indo-Japanese collabora- 








You never go to the tide. The tide comes to you. 


Our Claims Department operates on a similar principle. 


If you think that insurance 
service hinders rather than j 
helps, IFFCO-TOKIO GENERAL 
INSURANCE CO. LTD. (ITGI) will 
leave you pleasantly surprised. 
Our system network coupled 
with a team of friendly and 
dedicated personnel will ensure 
that all your insurance claims are 
taken care of within the shortest 
time possible. Go on, take a 
stroll. We’ll take care of 
everything else. 


IFFCO-TOKIO 


GENERAL INSURANCE 


The Life You Deserve 


ITGI's range of Policies include: 
* HOME & FAMILY PROTECTOR * AUTO PROTECTOR + TRADE PROTECTOR -+ TRAVEL PROTECTOR ° PERSONAL ACCIDENT INSURANCE 
* FIRE & SPECIAL PERILS INSURANCE * BURGLARY & HOUSEBREAKING INSURANCE + GROUP MEDISHIELD INSURANCE 


* Allahabad (0532) 2561395 * Ahmedabad (079) 6408268 * Bangalore (080) 2386381 * Bhopal (0755) 5269269 -Bhubaneshwar (0674) 2442658 * Chandigarh (0172) 640764 
* Chennai (044) 28144693 * Coimbatore (0422) 2210195 * Hyderabad (040) 55821166 * Indore (0731) 5067000 * Kochi (0484) 2384711 * Kolkata (033) 22883131 * Lucknow (0522) 
206495 * Ludhiana (0161) 2463929 * Mumbai (022) 56902411 * Nagpur (0712) 2235442 * New Delhi (Connaught Place) (011) 23352106 * Noida (0120) 2545593 + Pune (020) 


6111379 * Surat (0261) 42366145 * Vadodra (0265) 2327501. 
tis Rediffusion-DY6R/Del/ITGI/476-Businessworld 


Insurance is the subject matter of solicitation. 
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With the growing costs of hospitalization | 
and medical expenses, medical cover is 
seen as the panacea to all. The earlier 


policies had limited access and cover. It | 


was the only product available to the 
common man. Another strong reason for 
medical cover is that life expectancy 
across the world has increased to around 
80 - 85 years. The nature of diseases has 
also altered drastically. Lifestyle oriented 
diseases like blood pressure, cholesterol, 
heart ailments, arthritis are on the rise. 
The treatment of each leaves a huge hole 
in the pocket of the individual. The 


expenses mount up, from visits to | 


specialists, drugs procured, loss of pay | 


due to leave of absence, an individual can 
do little but to bemoan his plight. Even 


when the individual had an insurance | 
| usually add up to a considerable amount. 


policy, the procedure of reimbursement 
was painstaking. In many cases, there was 


| Another added attraction is that the policy | 


a barrage of questions to be answered | 


alongside. The biggest worry, to have 
ready cash available for paying the 
hospital bill, till the same is reimbursed. 


This necessity to have sufficient funds for | 


meeting hospitalization costs inspite of 
having medical insurance was in the 
opinion of many self defeating. 

With private players stepping in, the 
availability of medical cover has again 
undergone a sea change. 
innovative health insurance plan has been 


A very | 


Indians while meeting the high medical | 
and hospitalization costs. 


family while 


settling 


expenses.” 
The 





Tan J Watts 
M.D Tata AIG Life 
Insurance Company 


lump sum 


hospitalization and other expenses, which 


is renewable till the insured reaches the | 


We are | 
qonfident that Tata AIG’Health First’ will | 


make life more | 
comfortable for | 
the insured and | 
also that of his | 


PROMOTIONS 
buying between one to ten units, 
depending on their individual 
requirement. 


Other benefits offered include: Daily 
hospital benefit, critical illness, surgical 
benefit, post hospitalization benefit, life 
time maximum cover and death cover. 


| Under the hospital cash allowance, the 


their | 
medical} 


j 


plan provides policy holder with an 
allowance of up to Rs. 2,500 per day 


| depending on the number of units 
salient | 
features of the | 
policy is that a | 


purchased. This allowance is available 
only after the first three days of 
hospitalization for a maximum of 90 days. 


| In case of surgical benefit, for a surgical 
allowance is paid irrespective of the actual | 
| medical / hospitalization expenses. This | 
| enables the insured to pay for all medical, | 


procedure covered under the plan, a 
maximum lump sum amount of Rs. 


| 1,25,000 is provided. The entire amount of 


age of 65 without any medical examination | 


with premiums increasing once every five 


| years. The Tata AIG Health First policy can 


$ 


| 


launched by Tata AIG Life Insurance | 


Company, keeping in mind, the 


inequitable position of the average man | 


when it comes to medical cover. Ian Watts, 


Managing Director, Tata AIG Life | 
Insurance Company says, “Seeing the | 
problems faced by an average Indian | 


consumer, Tata AIG Life Insurance 
Company has introduced a 
consumer friendly and innovative health 
insurance plan with life cover - Tata AIG 
‘Health First’ in the Indian markets.” 

It is a very different, one of a kind, 


in the Indian markets and operates 


“Tata AIG'Health First’ has been designed 
keeping in mind the difficulties faced by 


EP agt eg 
very | 
| The plan holder 
| can go to any of d 
| the 280 hospitals 


| cover, which is paid in the unfortunate 


be claimed with the existing medical 
insurance policies, The policyholder can 
make multiple claims till the lifetime cover 


is exhausted. There is also an in-built death | 


event of death of the policyholdg 
The claim process is also. 


avail its services 
as a TPA (Third ` 


administration). 


that are part of the list of 
health insurance plan that is being offered | 
| be bought in number of units, thus making 
simultaneously with the existing medical | 
insurance policies. Watts further adds, | 
| this plan offers is predefined for a single 
| unit. Policyholders have the option of 


approved hospitals for care. The plan can 


it convenient and affordable. The amount 
of coverage for each of the benefits that 
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the allowance is paid even if the cost of the 
operation is just Rs. 10,000/-. This benefit 
is in addition to the hospital cash 
allowance. This can be used by the holder 
for any other costs incurred. Under the 
critical illness cover, a collective amount of 
upto Rs. 12,50,000 is payable to the 
insured. The policy holders can thus avail 
of the best available treatment and can also 
| pay for other related costs. In the life time 
maximum cover, multiple claims can be 
made up to a 

maximum of 
RS, 25 





lakhs 
(for 10 units) during the tenure 
of the policy. The death cover and post 
hospitalization benefit, make the scheme 
more attractive. 

Health 


insurance is a growing 
necessity. With health, it is better to be safe 
than sorry. a 
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INANCIAL freedom that sets 


working just to make ends 
meet. It doesn’t have to come at 
60, does it? The earlier it comes, 
the better! After all, who would- 
nt mind being financially free at 50? 

Yes I know. Your retirement is still 20 
(or 30, or even 40) years away. And you 
have a zillion worries that are far more 
immediate. Besides, you have already 
read a dozen articles on ‘How to Retire’, 
all of them saying the same things — 
start early, diversify your portfolio, re- 





you free from the worries of | 


duce your exposure to riskier assets as | 
you grow older. You are following some | 


of that advice already. You are putting 
some money away into the Public Prov- 
ident Fund (PPF), or fixed deposits, or 
even stocks and bonds. So why would 
you need to read another article on re- 
tirement planning? 

Here's why. Most of the retirement 
planning articles you would have read 
would have dealt with ideal scenarios. 
They would have assumed that you can 
save Rs 15,000 (or Rs 20,000 or even 
Rs 50,000) a month. They would have 
calculated how much you will end up 
with if you generate 12-14% annually on 


Personal finance 


those savings. And they would have as- 
sumed that what you need in your 60s is 
much the same as what you need when 
you are 70. The trouble is, we do not live 
in an ideal world. And that is why you 
need some realistic advice. Here are the 
answers to some troubling questions 


Retiremen 


that simply get ignored when the topic | 


of retirement planning crops up. 
How much money will | need at the time 
of my retirement? 


This is the toughest question to answer 
simply because how can you ever pre- 


dict what you will require 20 (or 30 or 40) | 


years down the line. Experts say thatim- | 
mediately after retirement, expenses | 


come down — to about 70% of your | 
| with, just make sure it takes into ac- 


working life expenses. But then, you 
might travel more, spend more on hob- 


bies and also see the costs of your health | 
insurance go up, compensating for the | 


fall in other expenses. Well, there is a 
method that can give you a fair estimate 
of what you will need even 10, 15 or 20 
years after retirement. It uses the same 
compound interest formula that you 
use to figure out how much the money 
you are saving today will be worth at 6% 
(or 7% or 8%) returns 10 years down the 
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line. The only difference is that this time 
around, you use the formula to calcu- 
late your income requirements. 

Before you start applying the for- 
mula though, you first need to work out 
how much money you require today to 
run an independent household the way 
you would ideally like to. Working this 
out is not so difficult ifyou are already in 
your mid-30s or early 40s, have started a 
family, and run your own household. If 
are still in your 20s, living with your par- 
ents, and planning on a few years of 
freedom before settling down, you will 
need some help calculating this. Get a 
quick lesson in household expenses 
from someone in the first category. 

Whatever figure you finally come up 


count not only your monthly expenses 
but also the money you spend through 
the year on your annual vacation, house 
painting, house tax, gifts for friends, 
plumbing repairs — things you don't 
normally calculate as part of your mon- 
thly budget. Take into account that you 
will need to pay income tax even when 
you retire and that you will be paying at 
the rate applicable for the top income 
bracket by that time. The final monthly 


figure —it could be Rs 20,000 per month 
for one family and Rs 50,000 for another 
— should take into account all the ex- 
penses of the lifestyle you intend to lead. 
Now inflation at 6% would mean 
that to have Rs 20,000 per month pur- 
chasing power, you would need more 
than Rs 64,000 per month after 20 years. 
But what use is an inflation index if it 
does not reflect your personal lifestyle? 
This isn’t complicated really. It sim- 
ply means asking yourself if you want to 
maintain the standard of living you have 
worked out as your current ideal in the 
future too — or do you want to upgrade 
it every few years. If your answer is the 
former, your personal inflation rate will 
be pretty much the same as the long- 
term official inflation rate — 6% or so. If, 
on the other hand, you want to shift to a 
bigger car, a bigger house, and upgrade 
to a more expensive vacation over time, 
you will need to add a personal compo- 
nent to the official inflation rate. De- 
pending on your expectations, it could 
be 2%, 4% or even 5%. Once you have 
added the two together, you have your 
own personal inflation index. For exam- 
ple, your personal inflation rate will be 
8% if you expect your standard of living 


Ladder to 
financial freedom 
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*PII = Long term general inflation rate + expected rate of growth in your lifestyle cost 
**Calculation: FV = P Bel where FV = future income, P = present income, r = Pll and n = number of years 
100 


to go up by only 2% annually (6% + 2%). 
Rohit Sarin, partner at Client Associates, 
explains: “We study the monthly expen- 
diture of our client along with his 
lifestyle and work out a rough rate 
which tries to map the rate of increase in 
cost for that specific client. This way, the 
corpus needed at the time of retirement 
is a better reflection of the actual re- 
quirement. The RBI relief bonds gives a 
return of 6.5%, but ifyour personal infla- 
tion index comes to 9%, then you are 
still in the negative return territory.” 

Once you have your personal infla- 
tion index, you can use the compound 
interest formula to work out what you 
will need as your annual income 10, 20 
or 30 years down the line (See ‘Using The 
Personal Inflation Index’). 


So how much money do I need to save? 
According to official statistics, the aver- 





age life expectancy of Indians is 62 years 
(slightly more for women, slightly less 
for men). But that is the average for the 
Indian population. For people with 
white-collar jobs, living in areas with 
good healthcare facilities, the average is, 
probably, much higher. And the medical 
research under way promises to boost 
average lifespans by a decade or more. 
Our advice is to plan for at least three 
decades of retired life. Using the method 
outlined earlier, work out what kind of 
income you will need annually in your 
late 80s. The sum you need to save up by 
the time you retire should be able to 
generate that sort of income even ata 4- 
5% rate of return. If you need Rs 10 lakh 
per annum for instance, you would 
need Rs 2 crore at the time of retirement. 
How will you ever make this kind of hu- 
mungous amount? Rajiv Bajaj, head, 
Bajaj Capital, puts it like this: “If you are 
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30 years old, need Rs 1.5 crore when you 


retire to... maintain your lifestyle, and if | 
you can save Rs 5,000 per month, then, — 


roughly, you will need to generate 12% 
returns from your investments. For this, 
we suggest about 40% exposure to equi- 


ties and the rest in debt. Depending on | 
your goals and risk-taking ability, you | 


can decide if you wish to get into equi- 


ties directly or through an equities di- | 
versified fund.” So, if, at 30, you have | 


savings of Rs 1 lakh, and save Rs 5,000 
per month for 10 years, then increase 


Won't subscribing to one of the many 


pension schemes take care of my needs | choice, And remember to monitor your 


| investment regularly. (Atleast annually.) 
Both public sector players like LIC and | 


post retirement? 


private sector firms like Max New York 


Life offer pension plans today. But you | 


have to keep one thing in mind — pen- 


sion schemes, by their very nature, are | 


conservative in their investments. They 
are designed to make sure you do not 
lose any money you save — rather than 
maximise returns. So while it is good to 
invest in a pension scheme or two, you 





cannot solely depend on them. 

You need to invest in atleast afew as- 
sets that offer better return potential. 
Historically, over a 30-year period, equi- 


| ties have offered 13-14% average retu- 


rns. So, it would be wise to have at least 
some exposure to equities if you want a 
decent corpus when you retire. Today, 
due to advances in technology as well as 
reforms in the stockmarkets (demateri- 
alisation of shares, rolling settlement, 
real time access to stock prices), itis eas- 


| ier than ever to directly invest in shares. 
your monthly savings to Rs 10,000 in | 
your 40s and Rs 15,000 in your 50s, then | 
even an 8% return on your investments | 
will give youa Rs 1.14-crore corpus at60. | 
| fund manager (most media cover the 


If you lack the time or inclination to 
dabble in the share market, you should 


consider diversified mutual funds. Look | 


at the long-term performance of the 


topic) and the fund while making a 


I have been told that my maximum 
exposure to equities should be when I 
am in my 20s and 30s. In my 40s and 
50s, | should reduce my exposure to 
equities and put most of my money in 
debt or in real estate. Is that correct? 


Yes and no. It is true that your appetite | 


for risk is probably the highest early in 
life. But conversely, your ability to put 





The performance of MIPs 


ONTHLY INCOME PLANS (MIPs) are a small part of the mutual fund universe 

and account for only 1.3% of the total assets under management. According to 
mutual fund research firm Value Research, there were 16 MIP schemes managing 
Rs 1,460 crore on 31. July 2003. Since their launch, MIPs have underperformed debt 
funds as well as gilt funds (both medium- and long-term). The reason is simple — the 
equity portion has weighed down the portfolio as most MIPs have been launched in 
2000 and 2001. But if you look at the short-term returns for one month, three 
months and six months, MIPs are definitely providing better returns. Again, it is easy 
to understand why — it is the equity portfolio that is providing the additional 
performance. As interest rates have headed South, it is unlikely that debt or gilt funds. 
will be able to provide the kind of returns they have given in the past. 


MIPs boost earnings in rising markets 


Debt: medium- 


Figures in % 





“10.94 


154 


© Source: Value Research India as on 34 July 2003 
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money in the equity market is also the 
lowest then. On the other hand, a dip- 
stick research by BW shows that quite a 
lot of people today enter the stockmar- 
ket only in their late 30s and early 40s. 
And there are lots of people who turn 
aggressive punters after the age of 50. 
That behaviour is easily explained. 
Many working people invest in stocks 


| only after they reach a certain comfort 


level in other investments like insur- 


| ance, PPE fixed deposits or post office 
| savings. That usually happens only in 


your mid-30s or late-30s. Also, in their 
40s, people find it difficult to save due to 
expenses like children’s education and 
housing loan repayments. But a lot of 
this is over by the time they are in their 
50s. That is why a lot of 50-year-olds take 
an avid interest in equity markets today. 
Also, many figure that even if you have 
retired, you need to think about capital 
appreciation instead of just recurring 
monthly income. So, it makes sense to 
put a little proportion of your money in 
equities even in the early years of retire- 
ment, when you can actually take a risk. 

One point to remember. Even 10% of 
your saving capacity in your 50s is prob- 
ably more money than 30-35% of your 
saving capacity in your 30s. So, while 
you do need to reduce the proportion of 
your savings that you allocate to the 
stockmarkets in your 50s, you can easily © 
putin more money in real terms. 


But what about buying a house? Everyone 
in my father’s generation bought or built 
their houses in their 50s. 


In your father’s generation, housing 
loans were not so easily or as cheaply 
available as they are today. Nor were 
there as many tax breaks for investing in 
a house. Today, it is far easier to buy a 
house than it ever was. House is the sin- 
gle most valuable asset you will create in 
your lifetime. The earlier you commit 
yourself towards this task, the better itis. 

In case you wonder how good a 
house is as an investment, it has histori- 
cally given lower returns than equities. 
“In case of residential properties, the 
yields at about 6% are not really attrac- 
tive. The last 10 years have seen a capital 
appreciation of 3.5-4%. At least for the 
next 12-18 months we see supply to be 


in excess in most areas. So, although... 
the real estate markets have reached 
their bottom. It may not be a good idea 
to consider... (it) as a short-term invest- 
ment... but for asset creation and living, 
this is the best time to buy... property,” 
says Sanjay Verma, executive director at 
real estate consultants Cushman & 
Wakefield. The advantage of buying 
early: you will have paid your housing 
loan by your 40s or early 50s — when 
your father was probably not even mid- 
way through his loan repayment. 


Once | retire, shouldn’t I invest most of 
my corpus in monthly income funds to 
ensure a regular income? 


This is again a hangover of the past. In 
the good old days, the Unit Trust of India 
offered you guaranteed monthly in- 
come on sums you invested. It even 
mailed you the cheques in advance. Un- 
fortunately, the days of guaranteed re- 
turns are long gone. Monthly income 
plans (MIPs) today are nothing more 
than balanced funds that invest most of 
their corpus in gilts and debt, and only a 
small proportion in equities (See ‘MIPs 
Boost Earnings In Rising Markets’). 
They do not offer you any guarantees on 
what you will get every month. But most 
are designed to minimise risk and pro- 
vide you with some small monthly in- 
come. “The MIP of MFs are different 
from debt funds as, unlike debt funds, 
which are fully invested in debts, MIPs 
have a flexibility of owning equity up to 
15%. In times of rising markets these 
boost the earnings. The downside: re- 
turn as a percentage is not very high in 
times of low interest rates,” says Dhiren- 
dra Kumar, head, Value Research, which 
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Where to put your money on retirement 


CONSERVATIVE 
OPTIONS* 


1, Regular Income Schemes 


© 8% Monthly postal scheme 

@ 9% Varishtha Jeevan Pension Yojana 
Deposits of top rated companies 

@ Ifneeded, MIPs of top-rated MFs can 
be considered 


2. Capital Preservation and 
Growth 


@ 8.5% Public Provident Fund 

@ 8% RBI taxable bonds or 6.5% 
RBI tax relief bonds 

@ 8% National Savings Certificate 

@ Kisan Vikas Patra 

@ Deposits of top-rated companies 





3. Liquid Cash 


specialises in mutual fund research. 
Conservative investors who do not 


AGGRESSIVE 
OPTIONS* 


1. Regular Income Schemes 


@ MIPs of top-rated MFs 
@ Carefully-selected company deposits 


2. Capital Preservation and 
Growth 
@ Carefully-selected company deposits 


@ Equity diversified funds 
@ Equity shares 


3. Liquid Cash 


*Note: You can pick your investment choices 
from each category based on your risk- 
taking ability 


If you wish to invest in gold, hallmarked gold 
bars or bonds are advised instead of jewellery 
or other forms of gold 


surance. Therefore, at the period of your 
life when your medical expenses rise, 


look beyond debt funds would find | your medicalinsurance runs out. So you 


MPs attractive as they will get the addi- | 
tional kicker from the MIP’s equity port- 
folio. But if you are looking at guaran- 
teed monthly incomes without the risk | 
that MIPs carry, it is better to investin | 
long-term fixed deposits of state-owned | 
banks or gilts or a post office scheme. 


What else should I worry about? 


Most insurance plans are capped at ei- 
ther 65 or 70. Especially, for medical in- 


need to plan for that. But there is a bright 
side to the story. If you take out medical 
insurance cover regularly from fairly 
early in your life, you get a no-claim 
bonus for each year you remain disease- 
free. This increases your medical cover 
at 60 without proportionately increas- 
ing the premiums you pay. 

Finally, to get an idea of some decent 
savings options in the market today, 
turn to the next page... 
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RE you unwilling to put in all | 
your money into equities or mu- 
tual funds? Do bank fixed de- 
posits seem like a losing proposi- 
tion? And have you already invested in 
some of the good company deposits? If 
all your answers are yes, just answer 
this: how well are you utilising the old 
favourites when it comes to investing 
your hard-earned money? Find out... 







Public Provident Fund 
@ Interest: 8.5% (tax-free); investment is 
eligible for rebate under Section 88. 
@ The least you can invest in a year is 
Rs 100 and the maximum is Rs 70,000. 
@ Getting into a lock-in period of 15 
years is certainly a negative, but then, 
the money you put in the tenth year is 
effectively locked in for only five years. 
@ You can make partial withdrawals af- 
ter six years. Just after three years, you 
can take a loan against your balance. 
@ Still worried about the lock-in? Invest 
aminimum of Rs 100 a year for six years 
and then make larger investments. 
@ After six years, you can withdraw to 
the extent of lower of 50% of the bal- 
ance four years before the year in which | 
you decide to withdraw, or 50% ofthe | 
balance at the end of last year. | 
» @ After 15 years, you can extend the ac- | 
count in blocks offive years and with- 
draw money up to 60% of the balance at | 
| 
| 
| 





the start ofeach extended period. 

@ PPF is attractive from a tax perspec- 
tive depending on your income. 
bracket. Ifyou earn below Rs 1.5 lakh, 
you get a tax rebate of 20% under Sec- 
tion 88. It gets reduced to 15% if you are 
in the Rs 1.5 lakh-5 lakh bracket. The 
Section 88 rebate is not given to those in 
the above Rs 5 lakh bracket so PPF is 
not very attractive for them. 


NIN 







Post Office Recurring Deposits 
@ Interest: 7.5% (compounded quar- 


terly); added to the deposit and is eligi- 
ble for deduction under Section 80L. 

@ Tenure: five years. You build a corpus 
by depositing a monthly sum. 

@ Rs 1,000 invested every month for five 
years will give Rs 72,892 after five years. 
@ Start with Rs 10 or any higher amount 
in multiples of Rs 5. After a year, you can 
withdraw the money and interest will 
be paid at the appropriate rate. 


Post Office 6-year Monthly Income 
@ interest: 8% p.a. payable monthly. In- 
terest and bonus are eligible for deduc- 
tion under Section 80L. No tax benefit is 
provided under Section 88. 

@ After six years, you will get your de- 
posit back along with a 10% bonus. 
@The maximum that you can invest is 
Rs 3 lakh ina single account and Rs 6 
lakh if you have a joint account. 

@ An investment of Rs 3 lakh will give a 
monthly income of Rs 2,000 and after 
six years, you will get Rs 3.3 lakh. 

@This account can be opened with a 


| Minimum of Rs 6,000. More investment 
i can be made in increments of Rs 1,000. 
| @You cannot close the account in the 


first year due to lock-in. If you close 


| your account before three years, 5% 


principal will be deducted and you will 
lose the 10% bonus. If you withdraw af- 
ter three years, the 5% deduction wort 
be made; you will still not get the bonus. 


| @Collecting the income from the post 


office every month might be a hassle so 
you can open a savings account in the 
same post office and allow the post of- 
fice to credit the interest automatically. 


6.5% RBI Relief Bonds 
@ Minimum investment is Rs 1,000 and 
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nvesting for 
good returns 


| in multiples of thousands thereon. 
| @ Ifyou invest Rs 1 lakh you get 


| Rs 1,37,689 tax-free at maturity after 
| five years. 


| 


@ You can choose to receive half-yearly 
interest or go for the cumulative option. 
@ Minimum lock-in period is three 
years, after which the investor can sur- 
render the bond anytime. 

@ There is a penalty for early redemp- 
tion: 50% of interest due for the last six 
months will be deducted irrespective of 
cumulative or non-cumulative bonds. 


8% National Saving Certificates 

@ in denominations of Rs 100, Rs 500, 
Rs 1,000, Rs 5,000, Rs 10,000 and 

Rs 50,000. No limit to extent to invest. 

@ Tenure: six years, Rs 1 lakh invested in 
NSCs gives Rs 160,103 after six years. 

@ Interest income (compounded half- 
yearly but you receive it only at matu- 
rity) is eligible for deduction under Sec- 
tion 80L. The amount you invest ina 
year is eligible for rebate under Section 
88 within the overall limit. The rein- 
vested interest can also be included as 


| amount invested.in NSCs for the rebate 


| under Section 88. 


Kisan Vikas Patra 

@ Doubles your money in eight years 
and seven months. 

@ Available in denominations of 

Rs 100, Rs 500, Rs 1,000, Rs 10,000 and 


| Rs 50,000. There's no limit to the extent 


you can invest. 

@ You can withdraw money after 2.5 
years but get lower interest. No tax ben- 
efit is available for interest income in 
this scheme. For senior citizens eligible 
for the Rs 20,000 tax rebate, this is a 
good option as it can provide them cap- 
ital later in life. a 
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E-return is a misnomer 


HE ‘e-return’ facility of the IT de- | Bank and UTI Bank — in Mumbai, 
T partment should be read as ‘easier | Delhi, Kolkata, Chennai, Bangalore, 
return’ instead of ‘electronic re- | Hyderabad and Ahmedabad. 
turn’. For, there is nothing electronic | Later, banks could tie up with agen- 
about it as far as you, the taxpayer, is | cies that will collect the required details 
concerned. An official at HDFC Bank | — Form 16 and proof ofsavings — from 
| 


explains: “The person has to submita | you, make your returns and hand it to 















paper return and all supporting the bank. Charges will depend 
documents to HDFC Bank.” PER on the complexity of the 
Currently, you can use this =- returns and the additional 
facility ifyourincome consists of | services provided. 
only a salary and you also havea ‘ The IT office promises 
permanent account number " refunds, if any, within one 
(PAN). Instead of the tax de- / month of receiving the pa- 
partment, your point of con- F per return from the bank. 
tact is now any of six desig- if As the due date for filing 
nated banks — ICICI returns has been extended to 


Bank, HDFC Bank, In- 
dian Overseas Bank, Bha- 
rat Overseas Bank, IDBI 


30 September, you still have 
time to get a PAN and use this 
facility to file your returns. a 


The future is so bright... 


l F you think the futures and options (F&O) markets are limited to investors in 








Mumbai and Delhi, you are only partly correct. In July, Guntur, Meerut, Rajkot, 

Indore, Agra, Coimbatore, Visakhapatnam and Amritsar each clocked less than 
halfa percent of the total NSE F&O turnover. That's a good volume in absolute 
terms as July saw a total turnover of Rs 109,850 crore. Surprisingly, big cities like 
Chennai, Bangalore and Hyderabad did not account for even 2.5% turnover each. 
But action is spreading in smaller cities: Ambala Cantonment saw arise in turn- 
over from 0.28% to 0.45% from May to July and Coimbatore from 0.29% to 0.41%. 

Why you would be partly correct is because 40.57% of total NSE F&O turnover 
comes from Mumbai and 21.47% from Delhi. Kolkata accounts for 14.86%. The re- 
cent decision to reduce the contract size for derivatives from Rs 2 lakh to Rs 1 lakh 
is expected to boost volumes once it becomes effective. This may also result in in- 
creased activity in the smaller cities. E 
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IVEN the success of the Maruti 
IPO, it would seem that many 
of the public sector units 
(PSUs) paraded for privatisa- 
tion like the drunkards in Mil- 
tons Comus, unaware that wine has 
made them ugly, “not only perceive 
their foul disfigurement, but boast 
themselves more comely than before”, 
And just as the song and wine should 
not cloud the government's resolve to 
pursue the privatisation process, the 
merry valuations should not enthuse re- 
tail investors to uncritically accept the 
shares on offer. 

Two of the recently privatised PSUs, 
being in the commodity sector (alu- 
minium and petrochemicals), face the 
tailwinds of an upswing in commodity 
prices and a bullish breeze catalysing 
valuations in the stockmarket. This 
combined with a story of private sector 
management could result in high exit 
valuations for the government. 

This is good for the taxpayer no 
doubt, but the retail investor should be 
careful, for such combinations have of- 
ten resulted in permanent loss of capital 
in the past. 

There is a strong element of reflexiv- 
ity in the government's actions — pri- 
vatisation and the strong signals of re- 
forms that it radiates potently affect 
investor psychology and the resultant 
valuations in the secondary market. 

Government actions to exit gargan- 
tuan concerns seems to be in tune with 








Montaigne's wise words — that even on 


the highest stilts we still run with our | 


own legs and even on the highest throne 
sit on our own rumps. Leaner legs (and 
rumps) from the private sector seem 
welcome at least in the PSUs identified 
for strategic sale. 

But investors should still examine 
the merchandise that comes up for sale 
by the government. The fertiliser indus- 
try is a classic example of units fed on 
a subsidy system based on the eco- 
nomic equivalent of working with the 
left hand instead of the right (of a right- 
handed person). 

Much of domestic industry, espe- 
cially in areas in which the government 
operated, had been run, in the words of 
Frederic Bastiat, on the principle of “a 
negative railroad — public 
interest would demand 
breaks in the tracks — for the 
more there are of these 
breaks in the line, the greater 
will be the amount paid for 
storage, porters and cartage 
at every point along the way”. 
The economic profits of such 
concerns, even under private 
sector management, when 
government policies are changed, need 
to be realistically estimated by investors. 


Many interest groups drawing pa- | 
| higher valuations for government sale 


tronage from these units, from recalci- 
trant unions to administrative min- 
istries, have attempted to stymie the 
process of privatisation at every stage. 
Investors should never underestimate 
the power of these groups even post- 
privatisation. Many of these groups 


services for which they are being paid is 
to be rendered not in this world, but in 
the next. 

If the bull market continues, 
stretched valuations will be justified by 


many specious investment arguments. | 


For instance, sum-of-the-part valua- 
tions (useful if the company is to be bro- 
ken up, but government's affirmative 
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rights would prevent asset-stripping) 
and replacement cost valuations (the 
only replacement cost that matters is 
the present value of the future free cash 
flows and not any other computation). 

Also, you must not forget to take into 
account peer comparisons (apples are 
usually compared to oranges when sell- 
ing dogs!) and prospective price-earn- 
ings ratios (earnings projections are just 
that — projections; so you must always 
do a reality check by looking at history, 
even when the company is under public 
sector management). 

Abull market ignited by liquidity can 
be driven by momentum. Looking for 
greater fools to sell to becomes the 
name of the game. The siren croaks of 
public sector toads dressed as private 


Privatisation and the signals 
of reforms that it radiates 
affect investor psychology 


and the resultant valuations 
in the secondary market 





sector damsels could distract investors 
feeling left out. 
The only consolation in paying 


could be lower future taxes, which is 
somewhat akin to paying too high a 
price for growth. 

In conclusion, I would like to say 
that investors should remember that a 


| strategic sale price is not necessarily an 
work in the belief that the exchange of | 


indicator of value. More often it is an in- 
dex of greed. Investors should recollect 
Lenin's statement that when the time 
comes to hang the world’s capitalists, 
they would trip over each other in their 
eagerness to sell the Communists the 
necessary ropes. | 





Chetan Parikh is director, 
Jeetay Investments. 
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Smart Planning 





OST salaried people are 
more worried about the 
income tax they pay every 





month than by the size of | 


the salaries they pay it on. 
But it doesn’t necessarily 


have to be this way. Just see if your com- | 


pany gives you the flexibility of structur- 


ing your compensation package and | 


you would be surprised to find how easy 
it is to reduce your tax liabilities. 

Here are some provisions you can 
use to do that: 
House rent allowance (HRA): You can 
claim exemption of HRA even if you pay 
rent to a house owner who happens to 
be your father, mother or any other rela- 
tive for that matter. For HRA the least of 
the following is exempt from tax: 
(a) Anamount equal to 50% of the salary 
where the residential house is situated 
in Mumbai, Kolkata, Delhi or Chennai 
or an amount equal to 40% of the salary 
where the residential house is situated 
at any other place; or 


(b) HRA received by the employee in re- | 


spect of the period during which rental 
accommodation is occupied by the em- 
ployee during the previous year; or 

(c) The excess of rent paid over 10% of 
the salary. 


However, it should be ensured that | 
the father, mother or relative discloses 


the rent in his income tax return. By do- 
ing this, the income shifts from your 
hands to the hands of the person to 
whom you pay the rent. If that person 





pays tax ata lower rate than you do, then | 


there is a net saving of tax. 
Transport allowance: Transport al- 
lowance for commuting between home 
and workplace is exempt up to Rs 800 
per month. That will give you a tax-free 
allowance of Rs 9,600 a year. 

Medical expenses: Medical expenses 
incurred by you for yourself or any 
member of your family from any doctor 
up to Rs 15,000 in a year will not be 
treated as a taxable perquisite if you get 
these expenses reimbursed from your 
employer. 

Gifts on ceremonial occasions: The 
value of any gift below Rs 5,000 received 
by you on ceremonial occasions is not 
taxable as perquisite if the gift is not in 
cash or is not convertible into money. So 
every year, you can buy something use- 
ful and let the employer foot the bill on 
occasions like Diwali or New Year. 
Interest-free loan: [nterest-free loans 
up to Rs 20,000 do not result in any 
perquisite. So if your employer gives you 
a loan of Rs 20,000 which you renew 
every year, you end up saving on inter- 
est. If you consider the cheapest loan to 
have an interest of 7%, you save Rs 1,400 
per annum. 

Telephone bills: Your telephone bills, 
both for your landline as well as your 
mobile, can add up to a good monthly 
figure. If your employer foots these bills 
on your behalf, then they are not taxable 
as a perquisite in your hands. Assuming 
your landline and mobile bills average 
about Rs 2,000 per month, you have a 
straight reduction of Rs 24,000 of your 
taxable income every year. 
Children’s education: Fur- 
ther, there is another Rs 2,400 
per annum which can be tax 
exempt if you can get it as 
children’s education al- 
lowance. This allowance is 
exempt up to Rs 100 per 
month per child up to a max- 
imum of two children. If your 
children are staying in a hos- 
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tel, the allowance is exempt up to Rs 300 
per month per child up to a maximum 
of two children. 

What we have been saying so far is 
this: you earn a certain amount of 
money and spend it on various heads. 
Rather than spending that money out of 
your taxable income, if you could get 
your employer to foot the bill on your 
behalf, then your taxable income and, 
thus, your tax liability goes down. This 
can be done by simply structuring your 
pay package and keeping your cost to 
your employer the same. 

Take another example. If, for your 
professional development, your em- 
ployer gives an allowance for your ex- 
penditure on academic, research and 
training pursuits in educational and re- 
search institutions, the allowance will 
be tax-exempt. Or take the case of acci- 
dent insurance policies or medical in- 
surance policies. If your employer takes 
it for you, the premium paid will not be 
taxable in your hands as the contract 
will be between the employer and the 
insurance company. As there might be 
variations in the reimbursements you 


| are able to get in different years, you can 


adjust the bonus portion of your salary 
to keep the overall package constant. 

Keeping in view the tax breaks dis- 
cussed above, some of the packages in 
‘Possible Salary Packages’ (See page 85) 
and the corresponding taxable salary 
may be considered for an employee. 

A big income tax saver is a house. 
Many salaried people get their purchase 
of a house financed by a bank loan, 


Reduce your 
taxable income 
— let your 


employer foot 
the bill for 
various items 











romeo finance 


which, today, are available at very low 
interest rates. Such employees will not 
be able to avail themselves of the tax 
benefits of HRA since they will be resid- 
ing in their own houses. But that does 
not mean that their tax liability will go 
up. To reduce their tax liabilities, such 
employees can: 

(i) Claim interest paid up to Rs 1.5 
lakh per annum as loss from house 
property, and the amount can be set off 
against taxable income. 

(ii) Claim rebate under Section 88 on 
the repayment of principal amount up 
to Rs 20,000 per annum. i 

A car is an interesting item as far as 
the valuation of perquisites is con- 
cerned. If it is owned or hired by the em- 
ployer and is used exclusively for official 
purposes by the employee, then there it 
will not be a perquisite in the hands of 
employee if the employer maintains 
specified documents. If, however, the 
employee or any member of his house- 
hold.also use the car for private or per- 
- sonal purposes, then it will be valued 

(per Calendar month) as a perquisite in 
one of the two following ways: 

(i) Ifexpenses on maintenance and 
running are met or reimbursed by the 
employer, the valuation will be Rs 1,200 
where cubic capacity of the engine does 
not exceed 1.6 litres and Rs 1,600 where 

- it does. The perquisite is increased by 
Rs 600 if a chauffeur has also been pro- 
vided to drive the car. 


(ii) If expenses on, running and | 


maintenance are fully met by the em- 
ployee the valuation will be Rs 400 if the 
cubic capacity of the engine does not 
exceed 1.6 litres and Rs 600 ifit does. In 
this case, too, the perquisite is increased 
by Rs 600 if a chauffeur has also been 
provided to drive the car. 

Employees often use the car as a 
perquisite rule to reduce their tax liabili- 
ties. Suppose a salaried person wants to 
buy a car for Rs 6 lakh by taking lease fi- 
nance from the leasing company for, 
say, three years. The monthly lease 


years. Now, instead of taking the lease | 


himself, the employee asks the emp- 
loyer to take the lease of the car and re- 
duce his salary by Rs 20,000 per month 
for three years. There is no cost to the 


Possible salary packages 



























_ Assumed rent aid by employee 


Basic salary oe 
HRA taxable (assuming employee is in 
peih Meares alvata/ubenns) 













Bonus _ 
: Total taxable sala 


Rebate u/s 88 on Rs 50,000* 
Tax payable 


* The tuition fees of two children up to Rs 12,000 p.a. per child qualifies for rebate under Se: 


106,100 


15,100 
136,100 









10,220 
10,000 









on 88 as per the 


Finance Act, 2003. Assuming that the assessee pays Rs 24,000 as tuition fees of two children and assuming that 
the savings in provident fund or UC premium amount to Rs 26,900 


employer since what the employer pays 


| to the leasing company as monthly 
| lease rental is compensated by the re- 


duction of an equivalent amountin his 


salary. It makes no difference to the | 
| company whether it is incurring rev- 
enue expenditure under the salary head _ 


or lease rental. 


If, in the above case, the expenses of | 
running and maintenance for private | 


and personal use are borne by the em- 
ployee, then the taxable perquisite shall 


be Rs 7,200 per annum whereas his tax- | 
able salary gets reduced by Rs 240,000 | 


per annum. Thus, at the rate of 30%, the 


employee saves tax of Rs 69,840 per year | 


which works out to Rs 209,520 in three 


_ years. This is possible if the employee 
rental payable is Rs 20,000 for three | 


uses the car for official purposes also. 


At the end of three years, instead of | 
| theemployer buying the car fromaleas- 2 
ing company, the employee buys thecar - 
_ from a leasing company at a nominal _ 
| cost of Rs 10,000. The relevant rule of | 
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perquisite, which may be attracted in 
the present case, is as under: 
“The value of benefit to the em- 
_ ployee arising from the transfer of any 
movable asset belonging to the em- 
ployer directly or indirectly to the em- 
ployee or any member of his household 
| shall be determined...” 

But, in the present case, the above 
rule of valuation of perquisite shall not 
_ apply since the car does not belong to 
_ the employer. 

Also, if you spend money in fast 
food outlets, you may like to take bene- 
_ fit ofthe perquisite rule, which provides 
that no taxability will arise on free meals 

provided by the employer through paid 
vouchers, which are not transferable 
_ and usable only at eating joints ifthe 
value is up to Rs 50 per meal. @ 









Vinod Gupta is a practising chartered 
accountant and a fax expert. Send your 
queries to tax@bworldmail.com. 



























This is the firstofan occasional se- 
ries of columns by people who 
have struck out on their own. N.S. 
‘Noni’ Chawla set up Omnicon- 
sult Management Advisory after 
quitting as head of Max's health- 
care business. He has worked in a 
range of industries from hospital- 
ity to international business, 
healthcare to management con- 
sultancy, and in companies like 
ITC and Korn/Ferry Internatio- 
nal. He has also served on the 
boards of several companies and 
has been a member of many in- 
dustry and apex chamber com- 
mittees. Now, he divides his time 
between teaching, consulting, 
travelling, writing, fishing and 
photography. You can email him 
at nonichawla@omniconsult. biz 











BOUT two years ago I de- 
cided, as my young son would 
say, to get myselfa life! Charles 
Handy calls it the Third Age, or 
the age of living, which follows 
the age of learning and the age 
of working. Thirty-one years in the cor- 
porate sector can puta lot of mileage on 
you especially if work has been the pri- 
mary focus in your life, and for most 
‘successful’ people, it is. Mind you, 
though, success does not equal happi- 
ness as many of us find out, though 





sometimes alittle too late. 

Fortunately, some of us discover this 
before our 58th birthday, when our em- 
ployer usually tells us that we are now 
ready to be put out to pasture. At the ripe 
old age of 52, I decided that I would quit 
the rat race— despite the fact that might 
not necessarily change my species! 

Corporate life is a roller coaster; ups 
and downs are par for the course, if you 
will excuse the mixing of metaphors. 
When you are on the upswing, life is ona 
roll. On downswings one starts thinking 
of alternatives — varying from pursuit 
of creative arts to writing to inevitably, 
consulting. Since this column is to focus 
essentially on consulting, let’s stay with 
that. Some people get into consulting 
on account of what I would call the 
‘push’ factors, and others because of the 
‘pull’ factors. 

Push factors are usually rooted in 
discontent with the realities of corpo- 
rate life. These include cut-throat com- 
petition (intra-company, inter-com- 
pany), debilitating company politics, 
life-draining deadlines (or dreadlines?), 


whimsical bosses, working with turkeys | 


when you think you are an eagle (true or 
not is not the issue!), and always ending 
up feeling that you are doing what 
someone else feels needs to be done 
rather than what you yourself think you 
should do! 

You tire of life in the jungle. The 
mindless mechanical sameness of wak- 
ing up, getting dressed, fighting traffic, 
stress-laden schedules, returning 
drained in time for dinner, mindless so- 
cialising, little or no time for the family 
or personal interests, acidity, irritable 
bowel syndrome, fitful sleep, waking up, 
and the replay starts. Ugh! Who wants it! 
But fleeing from these problems should 
not be the driving force of the decision 
to get into consulting. If I have given the 
impression that corporate life is without 
reward, let me hasten to say that is not 
so. There are rewards aplenty, but fulfil- 
ment often evades you. When work 
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edges out everything else in life, it be- 
gins to gnaw at your soul. 

The decision to get into consulting 
should, in my opinion, be driven by the 
‘pull’ factors. Freedom to choose what 
you want to do, the pace at which you 
want to work, and who you want to work 
with. However, while the pull factors 
may be all there, “know thyself and thy 
spouse” is a good mantra to remember 
before you take the plunge! 

What are the conditions necessary 
and sufficient to make a successful tran- 
sition to consulting? And, I am really 
talking about setting yourself up as a 
consultant, not joining a consulting 
company as an employee, which could 
begin to look the same as life in para 
three heretofore! It might help if you 
take the following test and see how you 
score. I do not pretend that this is acom- 
prehensive, statistically validated test, 
butit’s a start. 

Preparedness is the name of the 
game. There are two kinds of prepared- 
ness: psychological and financial. In ad- 
dition, you want to do a self-test to see 
whether you have some of the attributes 
that are important, if not essential, for a 
successful consultant. Let's start with 
the last. 

Are you cut out for consulting? There 
are at least two broad kinds of consult- 
ing work. One is what I would call skill- 
or craft-based consulting. For example, 
ifyou happen to bea trainer, orakitchen 
designer, or an accountant, you can 


The decision to get 
into consulting should 
be driven only by the 
‘pull’ factors — the 


freedom to choose 
what to do, who to 
work with and the pace 
at which to work 





ia 
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work on your own, for small companies, 
entrepreneurs and motley clients de- 
signing industrial kitchens, accounting 
systems, and training programmes or 
whatever your specialty is on a ‘transac- 
tional’ basis. Nothing wrong with that. 
But beware that it is work that is likely to 
be same-same-same as well. Hence, 
while you will have the freedom to be 
your own boss, you may not have an in- 
tellectually stimulating environment. 
After a while you may start wondering if 


the isolation and the monotony are | 


worth the price of freedom. 

The other kind of consulting is what 
I would call strategic consulting. This 
kind of work is related to helping clients 
solve unique problems, or advising 
clients on strategy, etc. The content 
would depend on the functional or in- 
dustry specialisation you come with. 
Much more challenging work, but you 
want to make sure that you have what it 
takes to doit. 

Among other prerequisites would be 


a highly analytical mind, functional | 
| or that the bells and whistles don't really 


and/or industry specialisation and the 
motivation to keep yourself abreast of 
the latest thinking and developments in 


4 


Yy 





your area of specialisation. Some indus- 
try stature and gravitas doesn’t hurt. 
Some of us are ‘ideas people’, and some 
of us are implementers. This kind of 
consulting work is suited to the former. 
Check it out. Ask someone who will be 


honest and frank enough to tell you the | 


truth. Often, it is your spouse who will 
tell itto you as itis, much to your chagrin 
maybe, but in your own interest! 

Let's talk about financial and psy- 
chological preparedness. Senior execs 
usually become used to living in com- 
pany houses, driving company cars, en- 
tertaining on company expense and us- 
ing company air-conditioners, among 
other things. Leaving the warm, volup- 
tuous and secure folds of a company 
can be traumatic if it is going to nega- 
tively impact your lifestyle. A drop in 


| lifestyle and no assured prospects of a 


steady income in future can stress you 
out, which is exactly what you want to 
get away from. It is essential to ensure 
that either your lifestyle will not take a 
major drop (if you have saved enough), 


matter to you. 

It would be a good idea to sit down 
with your spouse and a paper and pen- 
cil to write down all foreseeable sources 
of income and all essential expenses. 
You may have to bypass the ‘S’ class, 
Mouton de Rothschild, Bally, Gucci, etc. 
Who needs them, anyway? For an inter- 
esting perspective on what you really 
need in life and what you don't, read the 
book Your Money or Your Life by Joe 
Dominguez and Vicki Robin. 

The psychological impact is even 
greater. Most of us in our 40s and 50s 
have grown up in an era of limits, unlike 
our children who have grown up in an 
era of options, to use Warren Bennis’ 


us, but also to our spouses, parents and 
in-laws. All of them will ask you: “Are you 
sure this is what you want to do?” The 
tone of voice usually implying that you 
ought not to! Many senior executives 
end up losing their own ‘personhood’ 
and become the titles that they carry. 
Loss of position for them can be trau- 
matic. Invitations to social functions 
and seminars and conferences drop, if 
not completely disappear. No more lav- 
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ish Diwali gifts and other goodies except 
from a handful people who genuinely 
care for you. At last you discover who 
your friends are! Suddenly, it may seem 
as if the world has forgotten you. If ei- 
ther your own self-esteem or that of 
your family members is dependent on 
your official position and streaming 
perks, then the adjustment is going to 


| be tough. Make sure that your spouse 


and your children are supportive of your 
plans and know what the fallout is going 
to be. 

Carrying the guilt of depriving your 
family of status and perks, coupled with 
adrop in lifestyle and income can knock 
the stuffing out of you, unless you are a 
strong person. And make sure that your 
spouse can take your being at home alot 
of the time!!! Unless you are planning to 
hire office staff, and then end up work- 
ing more than you want just to pay their 
salaries, you will have to type your own 
letters, proposals, address your own en- 
velopes, cash your own cheques, send 
your own faxes and, in short, do all that 
was done for you automatically when 
you sat in that high-backed chair. For 
some it doesn't matter. For others, it can 
be a bummer. 

Over the years, I have posed one 
question to literally hundreds of candi- 
dates whom | interviewed for numerous 
positions: “What would you do if you 
did not have to work for a living?” I fig- 
ured that the least that I should do is to 
answer the question for myself. I did. I 
was Clear that my life needs to be multi- 
dimensional, fulfilling and fun. And I 
must not be required to smile each time 
my boss comes up with a dumb idea! 
Somehow money — except as far as the 
essentials are concerned — just did not 


| figure in the answer. Having been there, 
terms. Security means a lot not only to | 


done that, I was ready to break free. I 
think anybody who is planning to be 
self-employed must be clear that he or 
she is ready, both financially as well as 
psychologically. 

In conclusion, all I can say is that in 
the last 20 months I have travelled to 
places, done things — professionally 
and otherwise, and enjoyed experi- 
ences that I only dreamt of when I was a 
corporate slave. I think itis time to passa 
Corporate Slave Emancipation Law! E 
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Shares With High P-E Ratios (A Mixed Bag) 
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Whirlpool 

EIH 

SAIL 

Zee Telefilms 
Gillette 

TVS Electronics 
Titan industries 
NHT 

BSES 


Videocon International 
indian Overseas Bank 
Bank of india 

Kochi Refinery 

Jammu & Kashmir Bank 
Federal Bank 

Andhra Bank 

Syndicate Bank 
Chennai Petroleum 
Vijaya Bank 





Price {Rs} P-BY ratio 
Matrix Laboratories 
Nestle India 
Hindustan Lever 
Ranbaxy Labs 
Castrol india 
infosys Technologies 
Sun Pharma 

i-fiex Solutions 
Colgate 
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EQUITY: DIVERSIFIED es 

Franklin india Prima 2955 IN FAVOUR 

HDFC Equity ; 519.1 Grasim industries 

Franklin india Prima Plus 228:6 infosys Technologies 
Franklin india Bluechip 887.3 | Roliance industries 
Templeton india Growth 199.5 | State Bank of india 

Aliance Equity 358.6 aHEL 

UTI Master Growth 251.5 indian Off Corporation 

un Master Plus '91 514.7 | Certury Textiles & industries 
Siria Advantage ; 307.5 | Corporation Bank 


UTI Mastergain 92 942.4 hago 


| Bajaj Aù 
BALANCED: EQUITY-ORIENTED BN 
z | Hbidako industries 





HDFC Prudence 36 65 270:4 Larsen & Toubro 
DSPML Balanced 26.59 60.5 HCL Technologies 
Magnum Balanced 86.5 Lupin 

Birla Balance 190.3 Wipre 

Tata Balanced 88.3 sf RO eee 
Prudential ICICI Balanced 138.2 | OUT OF FAVOUR 
Alliance '95 204.4 — 

FT india Balanced 96,4 Ranbaxy Laboratories 
HDFC Balanced Fund ‘81.1 e 


03 199.4 | OF. Reddy's Laboratories 
"| Bongaigaon Refineries 
DEBT: MEDIUM-TERM PCL 


Templeton india income Builder 13.03 2,095.4 HDFC 


Unit Scheme "95 0 


HDFC income Fund 5,115.9 | Neyveli Lignite Corporation 

Grindiays Super Saver income 2,830.7 — Sank of Baroda 

Birla Income Plus 3,497.7 Mahindra & Mahicira 

DSPML Bond Retail : 1,644.4 | flex Satutions 

Prudential ICICI Income 4,068.3 — Tata Tee 

Templeton india Income 2,067.1 Hindustan Lever 

K Bond Deposit _ 1,336.0 » BPCL 

LIC Bond i 2132.7 ING Vysye Bark 

UTI Bond - 4,780.0 Union Bank of india 

Returns are in %. in each category, schemes with the largest corpus (and not having any ` Based on June-July 2003 data of net buying 
single investor with more than 25% of the holding) are ranked in order of 1-year return. __ and selling by all open-ended equity diversi- 
SIP (Systematic Investment Plan): The returns you would have got if you had invested Rs 1,000 fied funds except UTI 


onthe 10th of every month in the scheme for the last 12 months. i Source: Value Research india 
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® Attractive Monthly Rest Variable Rate Option. ® Counselling and advisory services for acquiring property. 
® Top-Up Loans. @ Special Schemes for groups. ® Balance Transfer Facility. ® Options to switch between schemes. 
® Network of over 150 branches and over 25 years of experience. ® Special rates for HDFC customers (past and 


present) on all new loans. ® Special offers from HDFC Group companies. 


Welcome to HDFC l Apply online at hdfe.com 





AHMEDABAD (Navrangpura): Tel: 6560806, 6560859. BANGALORE (Kasturba Road) - Tel: 2129656 - 60. CHENNAI (Home Line) - Tel: 28599300. HYDERABAD 
(Basheer Bagh) - Tel: 55475001. KOLKATA (Middleton Street) - Tel: 22478256, 22400645. MUMBAI (Home Line) - Tel: 56636000. NEW DELHI (Home Line) - 
Tel 51651926. PUNE (Home Line) - Tel: 5505000. BHUBANESWAR: Tel: 2634042, 2534335. CHANDIGARH: Tel: 603717, 603880. COIMBATORE: Tel: 2222735, 2221262. 
GUWAHATI: Tel: 2668915 / 795. INDORE: Tel: 5045678, 2523776. JAIPUR (Ashok Marg) - Tel: 2377171 -3. KOCHI: Tal: 2362325, 2362402. LUCKNOW: Tel: 2205813 
14. NAGPUR: Tel: 2522691, 2522123. NASHIK: Tel: 2571492 / 3. THIRUVANANTHAPURAM: Tel: 2324224, 2325731. VADODARA (Sayaji Gunj): Tel: 2361928, 2361807. 


CANCO/HDFC/08/03 

















Bank Fixed Deposits 


Rame of bank vi 61-90 days 91-180 days 


HDFC Bank 
Allahabad Bank 
Canara Bank 


Punjab National Bank 
ICICI Bank 

Bank of Maharashtra 
State Bank of india 


Kotak Mahindra Bank cA a 3 
Bank of Baroda 25%. L. 0 > 5.25% 
Corporation Bank 00% 5.00% 5.25% 
Citibank . 4.50% — 


Figures ¢ are ‘interest ‘rates per annum (%) Ia oe i gi a Source: Client Associates 









. Company Deposit 


Companies 







Rating Watch . 


(% per annum} payment options Companies 
RATING CATEGORY - AAA OR EQUIVALENT year years 3 years TV Sundar 


Bajaj Auto Finance 7.00 a iyengar & Sons 
Cholamandalam Invest. & Finance Co. : : ; 0 Hero Financial 


interest rates interest 


















wel Services 
HUDCO Transport Corp, 
NTPC of india 
RATING CATEGORY - AA OR EQUIVALENT HDFC 
Chambal Fertilisers and Chemicals EIH : 
foals eyland Finance BOC india 
i Coates of India 
rat ndra & Mahindra Fin, Services : ICRA: MAAA (Highes ` 
erat SERAN TEE ee, DAA CRISIL: FAA (High safe “FD: fixed deposits 
M: monthly; Q: quarterly; H: hatt- -yearly; Y: yeah C: cumulative Source: Client Associates +/- indicates comparative in category 
Delhi Rental and Capital Values Bangalore Rental and Capital Values 
In the medium term, limited supply to marginally strengthen values in Market growth expected to continue in the south and the east guard- 


south Delhi. Noida and Gurgaon likely to remain stable, with supply 
outstripping demand 


rants around Bannerghatta Road, Hosur Road, Whitefield and Koraman- 
gala areas, where knowledge industry jobs are a created 













Location 


Chittaranjan Park 


Rental value {apti bee te vasos bocation 


({Ra/month} 


Palace Orchards 





Lajpat Nagar tll 2,000-2,500. Indiranagar 
Kaikaji 2 ,000-2, 500 
Mayur Vihar Phase | : _ 2,000 
Suburb (Gurgaon) Grade A ; 






apa i 
Mayur Vihar where they are 1,200-1,800 sq. fth Bangalore apartment 1,200- 
1,800 sq. ft Source: Cushman & Wakefield india Research 


Your acids 


Suburb (Noida) Grade A 





Health Insurance 


Cholamandalam - 


Bajaj Allianz 


Royat Sundaram 
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Term Insurance 


Maximam age 


I ibl Maximum age Minimum sum FOR LIFE COVER OF RS 10 LAKH 
enurps posse at expiry assured Premium in Rs (Entry age/coverage period in yrs} 


(30/25) (40/20 
Rsilakh 3,050 — 5,110 | 


of entry 





HDFC Standard Life 5to30ys 





Level Term insurance _ ; BS ced i ios feces 

ICICI Prudential 5to 25yrs , Rsilakh 3,043 — 5,114 8,198 N.A. 
Max New York Life = an 2 | | * 
Till age 60 Policy 5; 10, 15,20,25 yrs oe / Rs 2.50 lakh l 3,220 | gee | 10,000 | nie 
Birla Sunlife PR nma’ | l 

Stand Alone Term 51015,2025 yrs Toy Rs 24akh l 3,160 5,150 8,790 | 13,100 
Life insurance Corp. ; oonan ee i l l ; 

Anmol Jeevan 10,15,20 yrs — GO yrs Rs § lakh: N.A. ; 6,645 | 11,204 N.A. 
NOTES: S: 1, Any critical dines detected after the policy has been ta taken n will not have any impactan: on premium to 5 be paid es Source: Client Associates 


2. Free look period is of 15 days for all policies as per the IRDA regulations *Cover is for a five-year period 


Your Ban 


GUDO DE 
fee (Rsi 


Credit Cards 


Gard 




































Cash withdrawal 
charges 


Cash 
fit (Rs) 


Free cr, Rollover 
period” int. (% pain.) 


Credit limit {ts} 
Minimum Maximum 


joining 
fee (Rs) 






















Citibank Silver 0 700 15,000 75,000 45 2.95 | Rs 150 or 2.5%* +2. o5% interest ` D 
HSBC Silver — 700 12,000 50,000. 2.95 , Rs 100 or 2.5%* +2.95% interest 
Amex Green 995 12,000 75,000 2.79 ) Rs 100 or 2.5%*+2. 79% interest** 
Stanchart Classic = AC 700. | 50,000. a 2.95 Rs 75 or 2.5%* +8% service charges __ 
HDFC Bank Silver : o o T000 50 245 Rs 150 or 2.5%* +2.65% interest# _ 
Citibank Gold 2,000 75,000. 250, 000 50 2.95 | Rs 150 of 2.5%*+2.95% interest _ 
HSBC Gold : 4000 50,000 250,000 48 2.95 % Rs 100 or 2.5%*+2.95% interest 
Stanchart Executive 300 1,200 25,000 100,000 52 2.95 35% Rs80or2.5%*+8% service charges 
HDFC Bank Gold _ 2,000" 40,000 250,000 50 2. a5 30% Rs150or2.5%*+2. 95% interest#- 





Rack rates have been given above *Whichever is higher **Only at ATMs which accept Amex cards #For HDFC a/c holders: 2.45% “In days Source: Apnaloan.com 


mong Loans 


‘Floating Upfront fees (%) — ES Prepayment charges 
ROL (>) EMI (Rs) ROLE.) EMI** (Rs) 





On part prepayment: Nil. 2% charge on transfer to i 


State Bank of India 1,267 8.75% 1,253 0.25% 








another financier 
crporton a 125 | o 4, 253 4 0.50% la ec Nil. 2% charge on transfer to 
otic UNA ee adn eal es 
i bar 870 nao oso Gepaar ae opr oe 
HDFC On part prepayment: Nil. 2% charges on transfer to 


caer another financier 
- On part prepayment: Nil. On foreclosure 2% on out- 

standing balance and amounts prepaid i in last 1 year 
On part prepayment: Nil. 2% charges on foreclosure 
foam O O o 


ICIC] Home Finance 1,267 ; 


1,294. 





Standard Chartered“ # 
#Salaried only *Are the Fis for whom Apnaloan sources business **EMI per lakh for Rs 10 lakh joan *From publicly disclosed sources Source: Apnaloan.com 


Disclaimer: Every effort has been made to ensure the accuracy of all the information in this section. The advice provided in this section is intended to help you understand 
the general issues. However, the reader is advised to consult a financial, tax or legal professional before taking any significant investment decision. 
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Show Rs. 10,000 





Fardal worries? Take it easy with 
GREATER BANK Convenience LOANS 


e Loans up to Rs.2 Lakhs* within a week, 
e Maximum repayment of 60 months, 

e Lowest EMI, 
e 
e 








Interest on Daily Reducing Balance, 
No prepayment charges. 
e Flat rate of Interest 7.68% for 36 months 


| EMIFORRs.1 LAKH | PERIOD 
| a 8- | 36 months | 
| ks 2353/- n 


* For salaried individual drawing Rs.10000/- above, conditions apply. 
Interested? Visit a Greater Bank Branch near you. 


t= Corporate Group Loan enquiries, welcome at 
<vipinchandra@greaterbank.com> 


For more details & to download application form 
visit us at www.greaterbank.com 


TER 2 


-Ñ GREATER BANK 





Bid 188 


Scheduled Bank THE GREATER BOMBAY CO-OPERATIVE BANK LTD. (SCHEDULED BANK) 


_ Corp. office: “Baldota Bhavan”, 3rd Floor, | 17, Maharshi Karve Marg, Churchgate, Mumbai - 400 020. Ph: 22075315. - 
| 22077709. Fax: 22076989. E-mail: gobcbho@bom?7 .vsni.net.in / info@greaterbank.com Web: www.greaterbank.com 
| BRANCHES: Andheri (E) Tel: 28370794/28370682. Bandra (W) Tel: 26420150. Telefax: 26415737. Ban. Counter AML Vidya Sankeal, Bandra : 
| West) Tel::26438849 Telefax: 26438163. Borivali (E). Tel: 28938559. Telefax: 28905036. Bhuleshwar Tei : 22408890, 22413642 / 1843, ac | 
| 22411210. Dadar (E) Tel : 24112232. Telefax : 24172071: Dahisar (E) Tek: 28941409. Telefax - 28915991. Goregaon (W Tel: 28723793, Telefax: 
28765076, Kandivali (W) Tel: 28051086. Telefax: 28051095, Malad (W)-Tel: 28807088. Telefax: 28823143. Naigaon Tel: 24106850, Telefax: 
| 24123229. Thane (W) Tel: 25372928 Telefax: 25363703. Vasa (W) Tel: 95250-2339468. Telefax: 95250-2337442. Versova Tel: 26342832. Telefax: 
, 26346248. Vile-Parle (E) Tel; 26144977. Telefax: 26191318. Wadala (W) Tel: 24125638. Telefax::2417 2248. 











Cheaters iI Bag 














Indian oil & gas industry was under 

state control through the 

(Administered Pricing Mechanism). 

The State determined and controlled 

the production pattern, capital 

„ expenditure and pricing of petroleum 
products. 

-Decontrol measures began in 1998 

< and the process has continued. Though 

subsidies on» LPG remain. India 


luch 


production i is going down. 

Keeping this in mind number of 
‘initiatives have taken place. 
‘dismantling of APM 


of sector 


into 


conversion 
undertakings 


public 
world 









“sector, give it leverage to work in an 


nergy is the life line of any | 


reserves of oil and gas are concentrated | 
= economy and in it oil, gas and l in the Middle East. The oil deficit 
w= petroleum, can be called the — 
blood pumping through its veins. The 
: them for the production and supplies. 
APM | 


countries like USA and others in the 
Asia Pacific belt are dependant on 


In the Indian context, the major gainers 


| of deregulation process have been old 
_ players like IOCL (Indian Oil Co.Ltd.), 
| HPCL, BPCL, MRL, ONGC, GAIL etc. 

- The result of this decontrol is not . 


presently imports about 70% of its | 
requirement for oil with a bill of $ 18 — 





illien. The domestic production takes | 
care of the balance requirement and the | Ltd., Caltex Oil Refining India Ltd. and 


i Kosan Gas Company Ltd, and has 


The 
to enable 
competitiveness in the distribution of | 
oil and gas industry. Disinvestment in i 
‘HPCL (Hindustan Petroleum Co. Ltd.) - 
` and BPCL (Bharat Petroleum Co. Ltd:) 
indicating an era of lesser government | 
interference and the gradual image | 
` engine 
class | 
_ professional corporates. The efforts : 
“have been sustained to open up the — 


hard to see. The oil companies have | 
aggressively moved ahead to brand | 


their products be it the oil, the | 
lubricants or gas. HPCL the second | 
largest integrated oil refining and- i 
marketing company in India was born 


with the merger of ESSO, Lube India 


achieved a growth rate of 28%. It has 


had an aggressive launch of its 


w ado about 
Petroleum and Natural 


' and the collaboration called HP Tata 
: Motors is meant exclusively . for 


PROMOTIONS ` 


passenger vehicles unit of Tata Motors. 
Brand extensions for the diesel oil 
segment were launched last year and 
aptly called Milcy Toofan and Lal 
Ghoda. The USP of the brand is based 
on the golden concept of silence - yes 
the basic benefit of the product, 
“reduction in engine noise”. Other 
factors include enhanced engine life, 
excellent lubrication and reduction in 
oil consumption. 

ONGC (Oil and Natural Gas Co.) 
has a near monopoly. in upstream 
crude oil and gas production. A strong 





| contender under the NELP has been 


products and services which provide f 


value for money. l 
The latest offering of this Rs. 526.05 


about 


billion (US $ 11074 million) company is 
HP Cruise. This is a premium quality 


multigrade engine oil and it provides | 


outstanding performance in all petrol 
cars. The 
reminiscent of smooth glide like pace 


name Cruise, | 





‘ 


of a ear. Cruise has been approved by | 


all leading car manufacturers and has | 
| been developed keeping in mind the 
unfettered competitive environment l 
and at the same time not skewer - 
consumer interest. In this direction is 


new generation cars. It also matches 


Reliance Industries. 
The upstream oil and gas sector is 


+ suddenly witnessing a lot of action. ~ . 
The two main players ONGC and > 


Reliance Industries are optimistic 
the investments and 
achievement of their targets. The 
sudden spurt in activity is linked to the 
freeing of the oil sector and the striking 
of gas by Reliance at the Krishna. 
Godavari basin. This has re-generated 
interest in exploration and production 
activities. 

GAIL (Gas Authority India. Ltd.) 
has a monopoly in marketing and 
distribution of gas. The refining and 


_ marketing sector is domination by the 
_ various public sector undertakings. 





dian Oil Company Ltd. is a market 






































Now, there are lots of reasons for you 
and your vehicle to say Achcha lagta hai. 


No membership fee. Feel good for free! 
Your vehicle will be smiling in a lot of ways 
for the many good things it can enjoy 
at Club HP. You of course will 
be glad because of our Good Fuel 
Promise. Besides our Quick Care Point 


Good Fuel Promise Quick Care Point PUC* 


and Digital Air Pressure machine, you 
can also make use of the ATM, refreshment 
kiosk, washroom and plenty of 
other achcha facilities which, include 


a PUC check. Club HP. Now all 


you need to do is just drive in. 


Digital Air Pressure Lubricants Vehicle Insurance and Finance 
ATM* Telephone Vehicle Service Station* Payment Drop-Box. Refreshments. * Available at select Club HP outlets 


CLUB 
HP 


Q L 
Ba S 
4a iagt 


Rediffusion-DY6R/Bom/HP/588 








- GDP energy 
_ increases, India has the lowes 


PROMOTIONS 


| ONL ASRS 


NELP. It is slowly shaping itself to 
emerge as a global player. In Fortune 
500 companies it was ranked at 226 in 
2002. For 2003, the ranking has 
improved to 191, a commendable feat 
indeed! 

The future course on energy 
security has been defined by 
Hydrocarbon Vision 2025. The critical 
nature of this sector is well known. The 
Vision draws out a long term policy 
and strategy to future 
requirements of the country. It lays out 
the framework which will guide all 
policies relating to the hydrocarbon 
sector for the next 25 years. It 
addresses various issues like the use of 


meet 


alternate fuels, interchangeability of 


technology so as to ensure optimal, 
sustainable and adequate quantities of 
clean and green fuels are available. 
About 45% of the total energy 
requirement of the country is to be met 
by the oil and gas sector. Which is 
saying a lot and putting tremendous 
emphasis on the development of this 
sector. 

If one were to look at the Indian 


energy consumption, it is very low 
when compared to the rest of the world. 
The contrast is even more glaring when 
compared to that 
countries. With the Indian economy 
growing there is bound to be a 
simultaneous growth in energy 
consumption, as world 

phenomenon has been with incre: 
consumption | 


in developed 







wide 


capita consumption of hydrocarbon in 
terms of kilograms of oil equivalent. 
This requirement is bound to increase, 
given India’s thrust on growth of the 
economy. Thus the hydrocarbon sector 
is most crucial for determining the 
energy security in the country. The 
Public Sector Undertakings have 
played a role in the 
development of this sector in the 
country be it exploration, production 
and marketing of petroleum products. 
The Vision 2025 has used these factors 
as a base to draw out an action plan for 
the medium term (3 - 5 years) and long 
term (5 years & above). 

The plan tackles all aspects. Under 
the exploration and production sector 
the focus is on reduction in the gap 
between supply and availability of 
crude oil, petroleum products as well as 
gas from indigenous sources. It clearly 
states, “the growing demand and 
supply gap would require increasing 
emphasis to be given to the exploration 
and production sector.” The objectives 


crucial 


laid down include: a total appraisal of 


Indian sedimentary basins for tapping 





hydrocarbon potential and to optimize 
production of crude oil and natural gas; 

The medium term plans include: 
exploration in producing basins, 
pursue extensive exploration in non- 
producing and frontier basins, support 
R&D efforts to reduce adverse impact 
on environment and acquire acreages, 


efforts include 100% 


96 


coverage of the Indian sedimentary 
basins by 2025, put in place 
abandonment practices to restore the 
original base line and conserve 
resources and adopt clean 
technologies. 

Under the external policy and oil 
security the medium term envisages 
putting in place a comprehensive 
policy to include total deregulation of 
overseas E&P business, evolve a 
mechanism to leverage India’s “buyer 
power” to obtain quality E&P projects 
abroad an to build strong relations in 
focus countries with high attractiveness 
like Russia, Iran, Iraq etc. The aim 
though is to have a report which will be 
acted upon. 

India in all probability should go 
the global way. The trend abroad is that 
only companies are into 
exploration and production. Most cover 
the entire gamut from oil production to 
downstream production and power 
generation. It is their presence across 
value chain which makes them truly 
and gigantic 
corporations. Such companies include 
formidables like ExxonMobil, 
Royal Duch/Shell and 
Chevron/ Texaco. These 
corporations are role models 
for our erstwhile public sector 
giants to replicate. They have 
the necessary strength and 

Most are 
abroad into 
prospecting overseas. ONGC 
Videsh (OVL) has tasted 
success abroad especially in 
the Greater Nile block at 
Sudan. It should fetch ONGC about 3 
million tonnes of oil per annum. 
Another investment has been Sakhalin I 
field in Russia. This is said to have 
reserves exceeding 1.15 billion tonnes 


few 


transnational 


experience. 
venturing 


‘of oil and 20 trillion cubic feet of gas. 


This stake was won in an environment 
charged with high level competition. 


abroad for exploration as. well as for, This dormant sector is going to: see 
production. While in the long term the — 1 


plenty of action and gigantic leap 


exploration \ forward! a 
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ICFAI Press publishes a diversified portfolio of books, magazines and journals that are focused to impart relevant and 
contemporary knowledge and cutting edge skills to corporate executives, consultants, academicians and students 





Getupto10 Free Books 


Worth Rs.3,000 





Visit us at : 
www.icfaipress. org/bookclub 
for online registration 





Free Books 
The books can be selected from the list of “Free Books” mentioned 
below : (Cover price of each book is Rs. 300). The number of free 
books will depend on the Membership Category chosen. 


UTI: A Saga of Crises & Bailouts Retailing - The Sunrise Sector 

E] Retailing Sector [A7] E-Business - Financial Services 
[T] Insurance industry: Emerging Trends [AB] E-Marketing - The Emerging Trends 
[S_] CRM-The New Face of Mktg [A9] Forex Markets-Exchange Rate Dynamics 
[A2] Pharma Sector Aerospace & Airlines 

[A4] SCM - In the Internet Age A16] Bank Credit- Emerging Trends Pes sore 
[A5 ] Risk Management in Banks Chinese Odyssey - Mao to Market | and Platinum (50%). 




















ne Press Book Club, 52, Nagarjuna Hills, Punjagutt 
ea Fax: 040-23352521. E- mai. ‘boo 
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a Oia On 
SI ame on you, 





IGHT years ago, Kamal Nath wasa minister in 


Narasimha Rao’s cabinet. He returned from 
abroad with half a dozen suitcases. They _ 


caught the attention of an upright officer 
named Shakuntala. She got his PA to go to his 
home, wake him up, get the keys and return to the airport. 


When the suitcases were opened, they were found full of | 
expensive luxuries such as crystal and champagne. | 
Shakuntala charged the minister customs duty of | 


Rs 85,000 and a penalty of Rs 30,000. For the temerity she | 
| just guessed that Sachin was bringing in this shining red 


paid heavily. She was transferred out of the airport and 
sent to the worst jobs the Central Board of Excise and Cus- 
toms could find. Those in power saw to it that her career 
was ruined. 

Soon thereafter, Sukh Ram, 
a ministerial colleague of Ka- 
mal Nath, went on a junket 
abroad. While he was away, the 
Central Bureau of Investiga- 
tion found, among other 
things, some Rs 2.5 crore in his 
prayer.room. The case against 
him winds on, and will forever. 

These incidents were big 
news in their time. Since then, 
management in the govern- 
ment has improved. Every 
once in a while a senior rev- 
enue official is found with a 
few crores; he is quickly re- 
moved from public sight. Or 
the personal assistant ofa min- 
ister of state is seen too bla- 
tantly collecting bribes. Sud- 
denly the minister and his flunkey vanish; their offices are 
cleaned up, and all trace of them removed. It is as if they 
never existed. A group of journalists films senior politi- 
cians — male and female — taking cash for favours they 
promise their benefactors. The government appoints an 
enquiry commission and buries it in the backyard of Vi- 
gyan Bhavan; in the meanwhile it slaps over a hundred 
fake cases on those who exposed its corruption, and 
makes sure they will never even think of ever exposing its 
dirty deeds again. 

It would not be news if that government awarded a 
Bharat Ratna to a political shoeshine boy or gave a hun- 
dred acres of public land free to a religious business em- 
pire. But itis still news when it bestows Rs 1.13 crore of tax- 
payers money on Sachin Tendulkar. For it was the 
taxpayer's money that Sachin misappropriated. That was 
the import duty he owed the country on the swank new 
racer he was presented with; that money might have paid 
for some schools and bridges if he had not used it to en- 








| rich himself even further. 

It is not news that he did not pay the duty. Hardly any 
politician in power pays it; many others evade it by know- 
ing the right people. It is not news that so many are in the 
racket of evading taxes, or that so many get into or close to 
the government to enrich themselves, or that power and 
tax evasion are so closely aligned. What surprises and sad- 
dens is that Sachin has joined this gang. 

It will be argued that Sachin did not misuse power, that 
he is not in power. But it was not as if the finance minister 


racing machine, that Sachin did not have enough cash in 
his pocket to pay the duty, and he helped Sachin out. Such 


| favours do not materialise out of thin air. Sachin would 


It was the taxpayer’s money 
that Sachin misappropriat- 
ed. It might have paid for 
some schools and bridges 





not have got this duty exemp- 

-tion ifhe had not dreamed ofit, 
he had not thought ofit, and he 
had not mentioned it to some- 
one who can get these things 
done in.the corridors of North 
Block. It does ‘not matter 
whom. Sachin had access, and 
he used it to enrich himself. 

But — does not the nation 
owe Sachin something? Has 
not Sachin brought it unprece- 
dented glory? Are we not hon- 
ouring ourselves by honouring 
Sachin? 

Let us not bring us and the 
nation into this. It is the NDA 
government that granted 
Sachin the duty exemption, it 
was Sachin the importer of a 

luxury car that accepted it, and it was money that would 
have financed government expenditure. . 

As a master cricketer Sachin deserves all honour; and 
this nation has given it to him. No one has got the acclaim 
in his short life that he has; no one has. earned the kind of 
money he has got; no one has been so'admired as he has. 
And that is why he should not have done it. Millions of 
young people look upon Sachin as a legend and an icon. 
He can bring forth a million heroes — or he can inspire as 
many scamsters. 

That is why Sachin should not have asked for that 
favour — it was a favour not from the leader whom he 
asked, but from the people weighed down by taxes. Thatis 
why he should think again. He can join this country's he- 
roes — or he can sup with the devils, He can savea million: 
or two — or he can retrieve his honour. He can be a crick- 
eter and a gentleman — or he can join the fixers. There 
can be no doubt about what the nation expects of him. He 
| should send a cheque to the finance minister. a 


sans OR . Se TIER are 


India's only Fortune Global 500 company for nine years in a 


row, IndianOil, has just broken into the top 200. Moving from 
a ranking of 226 in 2002 to 191 this year. Reflecting the faith 


and patronage of millions of customers. The commitment 
and loyalty of 15,551 dealers and distributors. The sweat and 








toil of 31,500 IndianOil people. Not to mention, the support of 
many significant stakeholders like our suppliers, vendors 
and transport contractors. While our latest achievement 
makes every Indian proud, we are still left with one question. 
Where do we set our sights next? 
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Over 4 million 
satisfied 


fa AK Al: 


75 years 
of legacy 


in sound and 
vision X Akai presents Domm g? CT-22DF 
a 54 cm (21) 5 DIGITAL VIDEOCD iio Thannah 
flat TV with oew 
MiS Zoom/Wid 
an in-built ONE dts] DOANG 


Sub Woofer 


DVD player. MSE DVD Dolby/DTS Sound 


DIGITAL AUDIO 


SPOT THE DVD PLAYE! 
IN THIS TELEVISION. 





CT-22DF 








q 








10 FREE 
DVD TITLES WORTH 


Rs.3500 





For corporate/bulk business, B2B, requirements in the hospitality industry call: 098218 89995 or E-Mail: agargava@akaimail.com 
Please allow 3-4 weeks for delivery of software. Offer valid in select cities till stocks last Conditions apply 


India: AKAI Consumer Electronics India Ltd., 171, 'B' Wing, Mittal Court, Nariman Point, Mumbai 400021. 
Japan: AKAI Electric Co., Ltd. 11-5 Shin-Yokohama 2-chome, Kohoku-ku, Yokohama-shi. 





AKAI CARE CENTRES : WEST ZONE : AHMEDABAD,079-6400189,6400597,6404957: AURANGABAD,0240-329877; BHOPAL,0755-274678; BARODA,0265-345541; INDORE, 0731-264678,264625; GOA,0832-4¢ 
ELPHINSTONE ,022-56607208,56606877,56606878; THANE,022-5971771/72/73; GOREGAON,022-6905468,6905469; NAGPUR, 0712-2247214: PUNE, 020-4210346,4210022; NASIK,0253-574883; RAJKOT,0281-571447; RAIPUR 
660675; SURAT,0261-2778141; JABALPUR,0761-507770; KOLHAPUR,0231-5685142. NORTH ZONE : AMRITSAR,0183-394474; CHANDIGARH,0172-370623; DEHRADUN,0135-659948: DELHI,011-3683005,36¢ 
DELHI(SOUTH),011-6934267,6934253; FARIDABAD,0129-8822128; GHAZIABAD, 0120-4738110,4738286; JAIPUR,0141-5106990,9829069225; JALANDHAR, 0181-452396; JODHPUR,0291-302214; KANPUR,0512-2£ 
KARNAL,0184-2286308; LUCKNOW, 0522-381494; LUDHIANA,0161-328951; VARANASI,0542-225453, SOUTH ZONE : BANGALORE,080-3542847/50; CALICUT,0495-725220; CHENNAI,044-4314446/4314449; COCHIN,0484-3¢ 
COIMBATORE, 0422-496243; HUBLI,0836-285329; HYDERABAD,040-7769328,7769329. MADURAI,0452-526114; MANGALORE, 0824-450136;MYSORE.; SALEM,0427-445744: TRIVANDRUM, 0471-559015; TRICHUR,0487-98473; 
TRICHY,9847320456; VIJAYWADA,0866-620460; VISHAKAPATANAM,0891-595108. EAST ZONE sASANSOL,0341-221574,530464,531685; BHUBANESHWAR, 0674-221574,530464,531685; KOLKATA,033-2820615,287 
BARASAT(KOLKATA),033-7073308; GUWAHATI,0361-2637541; PATNA,0612-2236826; RANCHI,0651-245662; SILIGURI,0353-428812 






































































































































My 


My Luxury...More. 
Qualis RS Diese 
Debut. 





The luxurious Qualis RS now comes with the economy of diesel. The Qualis RS 
Diesel has a breathtakingly exquisite exterior and an interior packed with every 
imaginable comfort. An elegant two-tone finish, comfortable captain seats 


power windows, powerful dual AC and more. Drive it to experience true luxury. N, TOYOT/ 


For further information contact ict Toyota Kirloskar Motor Pvt. Ltd., (Marketing Division): Tel: 080- 7287073. 


Visit us at www.toyotabharat.c 


Accessories shown above are not part of sandal. equipment ORCHARD. Blr’TKM 
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Toshiba Digital Multifunctional Systems. So advanced anyone can use them. 


TOSHIBA PRESENTS A COMPLETE RANGE OF 


Toshiba offers simple solutions for all your office automation DIGITAL/COLOUR/ANALOG PHOTOCOPIERS 


needs. Be it photocopying, faxing, printing, scanning or i-faxing 
Our Digital Multifunctional Systems are loaded with features 


yet it'll take just a press of a button to operate them all 


TOSHIBA’S UNIQUE USER FRIENDLY FEATURES 


Advanced technology, simplified. 


+ User friendly control panel with pictorial buttons + Designed for smooth upgradation 
* 2 sided magazine prints with page numbers * Limitless set making facility. HCL INFOSYSTEMS LTD. | FACA 
* Reduced copying steps * Flexible finishing choices. Office Automation Division | 


DELHI : 98100 08388, MUMBAI : 98212 38623, BANGALORE : 98450 21788, BHOPAL : 98262 55502, CHANDIGARH: 720646, 7206 
LUCKNOW : 98390 66880, KOLKATA : 22821907, GUWAHATI : 2540830, PUNE : 98224 34992, AHMEDABAD: 98250 98 
CHENNAI : 98410 15615, COIMBATORE : 98422 21685, MADURAI : 2587214, COCHIN : 2353497, HYDERABAD : 9849 
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Coming Of Age 


Q It is heartening to note that Indian companies 
in the auto components sector have stopped 


being complacent. They are now 


concentrating on meeting stringent quality 
norms and benchmarking against the best in 
the world. However, these companies will 
continue to face significant challenges 
stemming from infrastructural bottlenecks 
and availability of skilled labour at competitive 






prices. They will soon have to abandon the low-cost focus and 
position themselves as integrated service suppliers with design 
capabilities. In the long run, this will benefit both these companies as 


well as the country. 
Sidharth Balakrishna, Via email 





RETAINING ACCOUNTHOLDERS 
When banks started to scale up, they 
were drumming up business by roping 
in people irrespective of their credit- 
worthiness (‘From Lead To Gold’, BW, 
25 August). Some of them were not 
even capable of maintaining the 
minimum balance. What banks do not 
realise is that many customers cannot 
maintain the minimum balance as that 
amount is just too high for them. Also, 
many banks insist on a minimum of 

x Rs 5,000. The 
minimum 
balance fetches a 
paltry amount as 
interest. For the 
customer, this 
balance is as 
good as written 
off till the time 
when he closes 

the account. Banks should 

credit interest on this sum at the 
highest rate applicable for long-term 
fixed deposits. That would serve as an 
incentive to accountholders. 
Ch.V. Suryanarayana, Secunderabad 


UNFAIR TREATMENT 

Your analysis of the BPO sector in India 
was really comprehensive (‘The BPO 
Status Report’, BW, 4 August). But the 
problem that is affecting most of the 
players in the sector today is that of 
high attrition rates. In the US, usually 
school drop-outs are preferred for such 
jobs. But their wages are 50% higher 
than that of graduates in India who do 
the same job. I feel this discriminative 
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| nature of the BPO companies is leading 








to resentment among Indian 
employees and resulting in higher 
attrition rates, 


Arvind lyer, Via email 


ONE WAY OUT 

Omkar Goswami says that airlines like 
British Airways and Singapore Airlines 
offer to operate more flights on a 
bilaterally reciprocal basis, but Air- 
India (A-I) can't do this because it owns 
fewer planes (‘Try Flying Out Of 
Fortress India, BW, 18 August). But I 
think if A-I can't buy new planes 
because of a cash crunch, it can take 
them on lease from international 
companies. When the number of 


| flights increases, A-I will be able to 


build up reserves and buy new planes 
in a few years’ time. 
K.M.G. Vivekanandam, Via email 


GETTING THE RIGHT FIGURES 
The formula in ‘Using the Personal 
Inflation Index’ (‘What They Never Tell 
You About Retirement’, BW, 25 August) 
should have read: FV = P(1+r/100)®, 
where ris a percentage value. 


(J In the story on biodiesel (‘Powered 
By The Karanj Tree, BW, 18 August), we 
said that India imported 75 million 
tonnes of diesel. India's diesel consum- 
ption in 2001-02 was about 36 million 
tonnes. The errors are regretted. 





Letters can also be sent to i 
editor@bworldmail.com | 
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New Nokia 6800. Your flexible office companion! 


The new Nokia 6800. It's compact for small talk, and opens conveniently for business. 


Access your personal and corporate email accounts}, stay connected with GPRS? & MMS2 or listen to your 


favourite FM Music or News Channels. NOKIA 


Organise your appointments with its enhanced calendar functionality. Take notes with the new ‘Notes’ 6800 
feature. Download Java™, applications and synchronise4 your entries & data with your personal computer. 


A colour screen and the new unfolding design with a full keyboard, make the Nokia 6800 your convenient 











office companion. You may call it an open and shut case. At Nokia we call it human technology™. www.nokia.co.i1 
1To download emails: 
Type Send to 9820533399 Type Save the settings 
Nea BrE eA The key word Go to Messages and te —— A rae J sah pte 
(ou will receive a lis not be downloaded. 0 cility has to be a 
Nokiaemail of ISPs for which the ax pa 5. ican the coe ie S . Area code has to be included before dialing. Input yo ername and 
settings are available. SEU sets MESAJE 9 a password in the appropriate fie settings. lity available 
to 9820533399 your phone x x 
on Nokia 6800, Nokia 365 ar 
2? GPRS, WAP, HSCSD, data transfer speeds and other mobile services are network operator and content service provider dependent. MMS and/or other related services ar dependent on th 


compatibility of the devices used and the content formats Supported. Please check with your local network provider. 

3 Java™ is a trademark of Sun Microsystems, Inc. and Java™ applications are operator and/or content and application provider dependent 

4 As SyncML technology is based on client-server architecture, synchronisation with a remote database/server via SyncML requires that both the mobile phone and the server which the ste database resides 
support SyncML technology. 


9628 555 555” Always insist on original Nokia India Warranty to safeguard against buying used, refurbished or tampered phone 
~ Nokia India Warranty is applicable only for phones imported by Nokia India Pvt. Ltd. email us at: nokia.ebag@nokia.con 


*To call from a mobile phone, check with your service provider. Helpline available in Ahmedabad, Banga 





this issue 


And the No. 1 is... Texas Instruments 





cover stony 1. eat Places To Work 


Presenting India’s first ever Great Places to Work list. Conducted in 23 countries by the Great Place to Work In- 
stitute, Inc. of the US, the survey operates on a simple premise: employees know best. We take you inside each 
of the 25 companies on the list. You will be surprised how much they have in common. 





; Column: Bob Levering The Texas Instruments 
A founder of the Great Place to Work Institute on Federal Express 
E- how the idea for the survey was born and the is- 


sues it has thrown up over the years. Johnson & Johnson Consumer Products 


| Eli Lilly and Company India 
The Top 25... á raa 
And thei fil Philips Software Centre 
sae eir profiles Whataretheingredientsthat | ? 
go into making these workplaces such a great hit with their Godrej Consumer Products 
employees? We find out. WiproSpectramind 





E-sourcing The Indian market crosses $2 billion — 
becomes the fastest-growing market outside the US. 


| The Rise 
And Rise Of 
The Sensex 


Stockmarkets across the world are 
headed North. The Sensex has 
breached the 4000 barrier. But how 
much further can it go? What if the 
Fils turn towards other Asian mar- 
kets that are moving up? 


Indo-Pak ties The mood in Pakistan is one of 
| envy—of India’s economic success and her democracy. 


MNCs The firangs get more aggressive by the day — 
| ininvestments and hiring. But Indians are not worried. 


| Tata Infomedia VCs vie to grab a rare opportu- 
|. nity to enter the media business. 


| BPO will business outsourcing subsidiaries of IT 
| services companies grow bigger than their parents? 
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NAMAS BHOJANI 


43 Nokia India 

45 Birla Sun Life Insurance 

46 Cadbury india 
48 Aviva Life Insurance 

50 Tata Teleservices 

52 NIIT 
~ 54 Erst & Young SSL Division 
56 Marico Industries 
.58 AV Birla Group 

62 Bharat Petroleum Corporation 
@2 Hughes Software Systems 
63 Infosys Technologies 

€63 Max New York Life Insurance 
. G4 Dr. Reddy’s Laboratories 
“G6 Wipro 

66 Tamil Nadu Newsprint & Paper 
68) Anand Group 





$ 70 By Invitation: Rick Guzzo 

You can have the best human resource strategy 
by following three simple steps, says the princi- 
pal at Mercer, the world’s largest HR consultancy. 


72 Interview: Wayne Brockbank 
According to the leading management aca- 
demic, only those companies who adapt their 
culture to external change will thrive. 





76 > ESOPs Techies frown on stock options. 
Cash is what they want now. 


78 Tech@work smart ideas to simplify your worklife. 
80| Outplacement Helping exiting staff find careers. 
82 Campus despatch itsa techie'slife. 





IN VOGUE 


s4. MindTree 


Four years after India’s most high-pro- 
file IT start-up got off the ground, vice- 
chairman Subroto Bagchirecountshis _ 
experiences in the company. 





4 FEEDBACK 

30 BW OPINION 
Cover Design: Jyoti Thapa Mani 
imaging: Satyajit Datta 
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| companies, dissecting their work practices and drawing out 


| ent high up on their priority list 


| tempt to rank Indian companies 


| worldwide.) Those who thought they were not yet reat 
| participate in this year’s exercise will have another opportu- 
| nity comingin a few months. ; 





















































A great story to write 


REAT places to work are-easy to recognise. 

When I walk into an office, there are thre 7 

things that I care to notice 

- which people walk, the sp 

` greet each other and the 

surrounds everything. if it’s a great place, there 

the air, there will be plans being readied, and v 

suspiciously like pleasure. To rephrase what T 

different context: ‘Happy places to work are all 
happy place is unhappy in its own way. 


To put together this issue, we went much beyond such rough- 
and-ready methods, though! In fact, it took Grow Talent, our. 
partners in this path-breaking venture, almost a year ofhard 
work to bring it to fruition. Over the last five months, Grow.. 
Talent's professionals worked with nearly 120 participating 


the feelings and thoughts of people at different levels of these 
organisations. 
That so many leading compa- Businesswor fi : 
nies submitted themselves to 
such invasive questioning and 
exploration is itself heartening. 
It shows that businesses are put- 
ting attracting and retaining tal- 


and are eager to know how todo 
it even better. Businessworld 
thanks all of them for their co- 
operation in this first ever at- 


using global workplace standards. (The methodology that 
Grow Talent uses comes from the Great Place to Work Insti- 
tute, Inc. of the US, which does this survey in 23 coun 


The ranking by itself is instructive, but this issue also goes 
deep into the question why some companies are great places 
to work and some are not. “The single biggest challenge before 
Indian companies today is balancing a strong performance . 
ethic with a concern for employee wellbeing,” says deputy ed- 
itor Indrajit Gupta who anchored this jal issue, along with 
assistant editor (special projects) Ni ill and senior editor 

(corporate) Rajeev Dubey. The stories inside, we hope, will 
give you enough clues on how to meet that challenge. 





TONY JOSEPH, EDITOR 









15 Aug 03 


index {Friday} 


STOCKMARKETS 


Bull run, but... 


Bourses across the world join the rally 


index market cap. 
{15 Aug 03) (in $ bn) 


Market cap. ("e increase 
since 1 Jan 03} 





AAAS AB SBA 


„Karachi 100 2,658.71 

Bangkok SET 356.45 519.04 65 
Nikkei 225 8,669.89 9,863.47 1,504 
Seoul Composite 633.03 727.01 

Taiwan Weighted 4,460.57 5,488.74 

Sensex 3,399.72 3,921.20 

Dow Jones 8,341.63 9,321.20 

Nasdaq 1,335.54 1,702.01 


FTSE (Europe) 3,940.40 








* figures are percentage gains recorded by indices 


N Tuesday, the Bombay 
Stock Exchange 30-stock 


Sensex crossed the 4000 | 


: mark for the first time in 30 
y= months. Any money invested in the 
“Sensex at the beginning of the year 


< would have earned you 16.11% in eight 


a . months. That's 10 % more than the an- 
“nual interest banks offer on your long- 
» term deposits. Though returns from de- 


posits and the stockmarket aren't | 
'/ comparable, the question to ask would | 
be: is it time to move some money from | 


4,247.30 





318 23.37 

70 16.11 
N.A. 11.74* 
N.A, 27.44* 





banks to the stockmarket now? 


The answer is not an easy one. Itis | 


now a known fact that the current bull 
run started after foreign institutional in- 
vestors (FIIs) suddenly diverted huge 
funds to the Indian market. This year, 
they have invested Rs 13,792 crore till 


date compared to Rs 3,677 crore for the | 


whole of last year. 


What's lesser known is the fact that | 


the same Fils have also invested in other 
South-east Asian markets like Thailand, 


Korea and Taiwan. And many of these | 
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markets have performed far better. The 
value of Bangkok's index stocks (market 
capitalisation) is up 45.6% while 
Jakarta’s has moved up 21.58%. Even 
Taiwan's index market capitalisation, 
which is five times that of India’s, has 
moved up 23.27%. 

Analysts give an easy one-line ex- 
planation. They say that all the Asian 
markets are now being re-rated after 
nearly seven years. There is one disturb- 
ing fact though. All the markets started 
moving up in tandem precisely from 
21/22 May this year. l 

No one has a good reason why this 
happened. There were no reports by big 
investment houses predicting the sud- 
den surge in the Asian markets. On the 
contrary, the Nikkei225 index fell 7.5% 
between early January and 21 May after 
analysts predicted another poor year of 
growth for Japanese firms. Indices of 
Seoul and Taiwan also fell in the first five 
months of the year. 

Now, the answer to the question 
happens to be yet another question. 
What will happen if these Flis suddenly 
decide to book profits? Their doing so 
could precipitate a fall, at least in India. 
Unless of course, retail money follows 
FII funds. And if FIIs exit as individual 
investors enter, and if the bull run fizzles 
out soon thereafter, retail investors 
could get hurt, once again. So do watch 
your step. a 

T.SURENDAR & JAY S. RANE 





Look out for a boom in consumption 


Is a consumer spending boom round the corner? Yes, if you go by a recent Merrill Lynch 


report, which expects GDP to double in nominal terms (6.8% p.a. real growth) by the year 2010, 


driven by the ongoing boom in consumption. Here is a sample of some growth drivers 





PAST PRESENT FUTURE 
GROWING UPPER MIDDLE/HIGHER CLASS HOUSEHOLDS 1995 2002 2007 
Income above Rs 70,000 p.a. 11.6mn 25.7mn 44.1 mn 
FAST GROWTH IN YOUNG EARNERS 1991 2001 2010 
Age-group 20-34 years 210 mn 247 mn 312 mn 
FALL IN RETAIL LENDING RATES 2000 2003 

GOR O VADE I MC SAM MORE POE SSIS CR ES AE A 
Monggo rmo i EA ae, i lage LUNs 
% of consumer durables financed -i S AR <10% : E: Tee 
Sp ie ae EREE i o 
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PRADIP BAUAL, 4 July 2003 
“Ifitis predatory (pricing), let it be. I don't think I am more 
intelligent than the chief financial officers (CFOs) of these 


The Trai flip-flop 
Achange of guard at Telecom Regulatory Authority of India triggers a U-turn 


M.S. VERMA, 4 July 2002 
“The Authority will monitor the situation so that preda- | 
tory pricing does not take place (while notifying the re- 
vised monthly rentals for limited mobility players)”. 


M.S. VERMA, 7 February 2003 

“Any tariff package will have to be approved by us and 
there will be two considerations. There should not be 
any predatory pricing or discrimination.” 


companies.” 





ing Indian firms to seek the next stage 
of evolution. In the first phase, firms 
used tools like reverse auctions. But af- 
ter they had compressed the high sup- 
plier margins, the logical question was: 
what next? Says Mythily Ramesh, man- 
aging director, 0i1Markets: “Progress is 
now slow. Many companies are slowly 
but steadily moving up the ladder.” 
Consider Tata Motors’ recent ‘ad- 
vanced sourcing’ initiative. It invited 
suppliers to bid for a product develop- 
ment contract, but with a clear target 
cost in mind. That way, it felt it could 
achieve cost reduction at the design 
stage itself. “The skill here is that the 
target cost needs to be worked out very 
carefully,” says V.N.Bedekar, general 
manager (procurement), Tata Motors. 
E-source pioneers Maruti, too, is 


changing tack. After two years of 
e-sourcing, Maruti has had double-digit 
savings. It is now becoming an integra- 
tor by taking on the e-sourcing for its 
suppliers or what the industry refers to 
as sub-tier sourcing. For example, 
Maruti plans to collate the steel re- 
quirement of its suppliers online. 

Now, if that sounds like a great so- 
lution, in reality, progress is much 
slower. Says one official: “Suppliers are 
still a little resistant even though it 
brings down their purchasing costs. 
They have to open out their buying pat- 
terns to us. And opening their books to 
us bothers them.” 

Clearly, the second stage of the 
e-sourcing journey could be difficult, 
but no less rewarding. B 

RADHIKA DHAWAN 
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Exodus hits 
IDBI Bank 


EO Gunit Chadha set the 
ball rolling when he quit 


IDBI Bank to join Deutsche 
soang 


people are leaving the bank. 


Kumar Subramaniam, the head of 


operations and retail assets 

business, and Ulhas Deshpande, — 
head of HR, have putin their 
papers. They are setting up a BPO 


is joining ICICI OneSource. Aditi 
Pundale, head of the call centre, 
is joining Prudential UK's 
outsourcing subsidiary's Indian 
arm. And Anil Nair, head of 
Internet banking, is moving to the 
Middle East. 

Acouple of the treasury team 
members have also left to join 
ICICI Bank. Are we seeing an exo- 
dus from the bank, which has 
seen some uncertain times re- 
cently. There have been hints that 
parent IDBI wants to merge itself 
with the bank — a move seen by 
both investors and employees of 
the bank as hurting its ability to 
compete.That’s because IDBI's 
non-performing assets could have 
an adverse impact on the bank's 
financials. 

“ Subramaniam, however, de- 
nies that he quit because of the 
uncertainty. “I've wanted to do 
something on my own for quite 
some time and had put in my pa- 


Vohra recently announced that the 
reverse merger is ruled out. 
Though that should allay the fears, 
it remains to be seen if that can 
stem the talent exodus. B 
VIKAS DHOOT & AVINASH CELESTINE 
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HE Reserve Bank of India (RBI) 

announced last week that only 
banks with substantial international 
business will have to adhere to the 
new capital adequacy norms 
suggested by the Bank of 
International Settlements (BIS), the 
global central banking body 
headquartered in Basle, a town in 
Switzerland. 

The BIS had first put forward the 
idea that banks should be 
adequately capitalised about 15 
years ago. The recommended 
capital adequacy ratio was 8% — 
in other words, every Rs 12 of risk 
assets had to be backed by one 
rupee of capital. The first norms 
were accepted quickly by most 
countries. But the new Basle Il 
norms — which are more 
complicated —- seem to have 
stirred a hornet’s nest. The devil is 
in the fine print. Many emerging 
markets accuse the BIS of 
pandering to the interests of 
Westem banks. 

The RBI seems to have made a 
tentative protest by asking only 
banks with substantial global 
exposure to meet the Basle II 
norms. China has been more 
forthright. Last week, its central 
bank said that the new norms were 
unacceptable. Does this tell us 
something about the way the two 
countries manage international 
negotiations? 

5S 


HE Chicago Mercantile 

Exchange (CME) will now offer 
futures and options contracts on 
Europe’s weather. American 
weather derivatives have been on 
offer since 1999. The new CME 
market will be created in 
collaboration with the British 
meteorological department, whose 
weather predictions will be used to 
price contracts. 
Weather futures and options 


(Well IDEAS 











































by Niranjan Rajadhyaksha 


allow companies to protect their 
earnings against unexpected 
changes in the weather. Soft drink 
companies need not suffer in a cold 
wave. India’s companies and 
farmers also fall prey to the 
vagaries of nature. Isn't it time our 
government seriously considers 
allowing weather futures to be 
traded here as well? 


5S 


HE US economy is in the same 

curious situation that India has 
been in since the late 1990s. 
Commercial and industrial loans 
have been falling since 2001, and 
the recent recovery is unlikely to 
change the trend. As a result, US 
companies are busy running down 
the huge debts they had piled up 
during the boom years. So falling 
interest rates have not led to a 
recovery in bank lending to 
companies. 

A new report by the US Federal 
Reserve says that banks are 
responding to this by easing their 
lending practices, which is a polite 
way of saying that they are taking 
more risks than before with their 
depositors’ money. When faced 
with weak demand for loans from 
the best companies, our banks 
have chosen the safer route. They 
park their funds in government 
securities. 


BS 


ATIONAL wage policies were 

buried many years ago. But 
are they making a comeback now? 
The government of Singapore has 
announced that wages in the city 
state will be cut across the board 
by 6%. Economists criticise the 
move saying this will further 
depress domestic demand and 
worsen the current recession, but 
the government hopes that the 
country’s ability to compete will be 
spurred in the long run. a 
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PORTS 


Big plans, 
bigger doubts 


Nhis Independence Day speech last 
I week, prime minister Atal Bihari Va- 

jpayee announced a generous 
Rs 1,00,000-crore investment package 
to spruce up the port infrastructure in 
the country. The comprehensive pro- 
posal seeks to modernise existing ports, 
set up new ones, and connect major 
ports through a network of roads, rail 
and inland waterways. The first task in 
the ambitious plan is to develop the 
Kochi and Nhava Sheva ports. An esti- 
mated Rs 7,500 crore has already been 
earmarked for that. 

Mere days after the grand an- 
nouncement, some restlessness is al- 
ready palpable in the industry. Does the 
government intend to invest all of the 
Rs 1,00,000 crore from its own kitty? Or 
does it plan to initiate a public-private 
partnership as it has done in roads and 
airports? And how is the money going to 
be allotted to the various initiatives? 
Those questions apart, the PM’s an- 
nouncement has left the industry 
guessing as to which new ports will be 
developed, and where. With 12 major 
ports across the country, most of which 
are operating below capacity, it doesn't 
make sense to have more ports. “The 
Sagar Mala project is a brilliant idea but 
it needs a dedicated team, like the Na- 
tional Highways Authority of India, 
which is independent of the ministries 
or port trusts, to implement it,” says a 
sector observer. 

There might be total confusion in 
the industry about what the PM really 
has on his mind, but there is also a sense 
of relief. The PM is finally shifting his at- 
tention to the ports sector. E 
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HY is Bharat Petroleum 

Corporation (BPCL) 

getting into exploration 

and production (E&P) 
of oil and gas? BPCL, better known for 
being an aggressive petroleum market- 
ing company, is investing as much as 
Rs 1,500 crore over the next five years on 
E&P Soon after the oil firm announced 
its intentions at its AGM last week, its 
share price shot up by 4% in four trad- 
ing sessions. 

BPCL' reasoning is simple: it fears 
that many of its bulk consumers like 
power plants will migrate to gas. As a re- 
sult, it could lose significant sales of liq- 
uid fuels like naphtha, diesel and fuel 
oil. And, with the huge gas discoveries 
in the country recently, that looks a dis- 
tinct possibility. As Ashok Sinha, direc- 


BPCL 


The gas gamble 





tor (finance), BPCL, says: “If at all, this is 
a defensive strategy to retain our share 
of the energy market.” 

If its bulk consumers, with whom it 
has fuel supply agreements, want to 


| move to gas, BPCL wants to bein a posi- 





tion to supply it. Here, its joint venture 
with Gas Authority of India and In- 
draprastha Gas (IGL), which distributes 


natural gas in Delhi, could come in | 


handy. BPCL is also eyeing city gas pro- 
jects in Kanpur, Agra and Pune. 

Moving backwards into exploration 
has other advantages — after all, the 
company may strike not just gas but, 
perhaps, even oil. Its refineries consume 
around 20 million tonnes of crude oil. 


Access to its own oil willenhance supply | 


security and help it hedge price risks in a 
volatile oil market. If it strikes oil, it 


would significantly help its 
bottomline. 

Typically, the cost of oil 
production works out to $6-7 a 
barrel while crude costs 
$25-30 a barrel; the difference 
is all profit. So, BPCL plans to 
bid for blocks being offered 
under the fourth round of the 
New Exploration & Licensing 
Policy (NELP). 

BPCL also plans to tie up 
with a global oil major. “This is 
the last opportunity to get 
blocks in proven basins under 
the fourth round of NELP. We 
would like to initiate the first 
steps to get the exposure,” 
adds Mahesh Rohtagi, director 
(refineries), who will be steer- 
ing BPCLs new foray into ex- 
ploration. The companyis also 
looking at picking up stakes in 
proven fields over the next 
couple of years. 

The move into exploration, however, 
has some limitations. Even if BPCL bids 
and wins a couple of blocks under the 
fourth round of NELP, it may only re- 
main a fringe player for many years. 
That’s because it has to learn the ropes 
of exploration. 

BPCL knows that and still wants to 


| gamble. In fact, it may evaluate the 


blocks and still decide not to bid. More- 
over, the company has to ensure that the 
exploration foray does not diffuse its 
marketing focus. BPCL, which runs 
4,900 outlets, is an aggressive marketing 
company. It will soon face competition 
from new players like ONGC, Shell and 
Reliance. After all, one wouldn't risk 
even one false step with an IPO round 
the corner. a 

RANJU SARKAR 








imageRUNNER™ 


1200 Series 


You can't save yourself from Income Tax. 
But you can save up to Rs.20,000 per year. 


Canon iR1200 desktop multi-functional copier has the lowest running cost. lts 'drum & toner technology 


Canon 


Use it the way you like it 


makes it rugged & saves up to Rs.20,000* per year. So you recover the cost of the machine in just 3 years! 
* 12 cpm/ppm copying & printing * 2400x600 dpi * Faxing at 33.6 kbps (Super G3) * 2 hrs battery backup”. 





Conditions apply 
pour ASON EAST ASIA REGIONAL HEADQUARTERS: CANON SINGAPORE PTE. LTD, 79 ANSON ROAD # 09-01 /06 SINGAPORE 079906. INDIA OFFICE-CANON INDIA PVT. LTD., NEELA GAGAN, MANDI ROAD, MEHRAULI, NEW DELHI-110 030 | 





a 2 ALAN O48 949 T 8 ee nt nn be enn nn in NAA. nt WED (Mal C annn SNA 





SOFTWARE DEVELOPMENT 


MNCs scale up 





in India 


Employee strength in India 




























































VENDOR 2001-02 2002-03 2003-04* 2004-05* Global Strength 
Accenture 700 1,200 7,000 N.A. 80,000 
Cap Gemini E&Y 250 800 1,500 2,700 50,000 
CSC 400 750 1,500 2,500 92,000 
Deloitte & Touche 600 1,000 2,000 3,500 15,000 
EDS 700 1,100 2,000 3,000 ,38,000 
IBM GS 4,300 6,500 8,200 10,000 ,50,000 
Cognizant 2,712 6,500 8,500 11,500 
Logica CMG N.A. 350 500 700 21,000 
Source: CLSA, Morgan Stanley, Merrill Lynch 
VENDOR TYPE EXPORTS IN 2001-02 EXPORTS IN 2002-03 
: Indian 22,900 29,610 
N7 MNCs 6,500 9,771 


All figures in Rs crore *Projected figures 









Source: Nasscom 


ULTINATIONAL compa- | firm. Analysts too agree. “Most of them 
nies are continuing their | still use offshore development centres 
assault on the Indian de- | more as an add-on and a few slides in 


veloper market. Accord- 

⁄ ing to estimates available with Business- 

\/ world, leading MNCs have already 

` moved almost 5% of their total man- 
power to India. 

Accenture, Cognizant Technologies 
Solutions and IBM Global Services, es- 
\/ pecially, appearto be aggressive in their 
__. Indian plans. While none of the MNCs 
\/ want to comment on their scale-up, In- 

7 dian IT companies aren't too worried as 

’ of now. One of the reasons is that the 
\_ 7 MNCs have been paying 25-30% more 
than the Indian companies to hire de- 
\/ velopers. The other reason is that the 
s~ MNCs haven't yet started using the In- 

\/ dian offshore centres to its fullest poten- 
\7 tial. “Even as we are about to close a 
_ deal, the rough requirements are sent to 
‘our development centres in India. In 48- 
+~ 72hours following the deal closure, we 

\/ areable to roll out the project. MNCs are 
\ 7 still at a stage where they need three 


weeks or so to stabilise the project. So | 


there is a significant amount of learning 
_., that they still have to go through,” says 
\/ the CEO of a Top 5 Indian IT services 





their presentation,” said Rita Terdiman, 
director (research), Gartner, at a recent 
Nasscom conference. 

MNCs have followed four different 
structures to get into the Indian market. 
One, set up 100% subsidiaries like Cap 
Gemini. The second popular route that 
has been used is to use subsidiaries as 
well as third-party sourcing. 

Accenture, EDS, CSC and IBM have 
their own development centres but also 
subcontract to companies like Satyam 
Computers. Hewlett Packard has a 51% 
subsidiary (Digital GlobalSoft) as well as 
a 100% subsidiary (HP ISO). (The two 
are in the process of being merged.) 
Some like Perot Systems and Deloitte 
have a 50: 50 joint venture and, finally, 
there is the alliance route that Bearing 
Point (formerly KPMG) used with Tata 
Consultancy Services. The good thing 
for Indian companies is that the work 
that these centres are doing is still fairly 
low-end. Therefore, the financial impli- 
cations will not be pronounced in the 
short-term. | 

SHISHIR PRASAD 
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BPO BUZZ 


Bigger offspring 


( "si the fledgling BPO sub- 
sidiaries of IT companies end up 
hiring more than their parents? 

That’s a real possibility. 

Mumbai based MSourcE already 
has more people than its IT services par- 
ent, MphasiS BEL. As on 30 June 2003, 
the former had 3,120 people while the 


| latter had just 1,482. 


BPO arm WiproSpectramind (WSM) 
is fast catching up with parent Wipro 
Technologies. The parent has 14,619 
employees and the subsidiary 6,462. But 
while Wipro is hiring 100 people every 
month, its offspring hires 500. Which 
meansWSM will have more people than 
its parent by end-2004. 

Says Raman Roy, chairman-cum- 
managing director, WSM: “I have just 
come out of a meeting with 200 new re- 
cruits explaining to them the goals and 
vision of the 
company. And 
I do such 
meetings very 
often as we 
add about 500 
people a 
month.” 

For the 
quarter ended 
June 2003, 
WSM had 
6,462 people. 
On 31 March this year its strength was 
5,561. A year ago this was a mere 3,000. 
“I tell my staff that trespassers will be re- 
cruited,” jokes S. Varadarajan, vice-pres- 
ident (talent engagement and develop- 
ment), WSM. 

This year, campus hopefuls may ac- 
tually prefer BPO outfits to IT services 
firms. That’s because the entry-level 
compensation in the top five IT firms 
has reportedly dropped to Rs 12,000 
from Rs 15,000. Though starting salaries 
in the BPO sector are still lower (Rs 
10,000), BPO employees might end up 
earning more with opportunities to 
double salary against performance 
every month. That apart in IT compa- 
nies stock options have fallen out of 
favour and companies like TCS have cut 
salaries by 25% across the board. Eii 

SHELLEY SINGH 








MEDIA 


Suitors galore 


BIDDER W HAT is it about Tata In- 
za fomedia? Tata Sons’ 
; decision to hive off its 
50% stake in its publishing firm 
has invited bids from ICICI Ven- 
T Living 2 ture, Living Media and CDC Capi- 
g Media tal. Tata Infomedia owns the Tata 


į india Press which brings out the epony- 
i ' mous Yellow Pages. It also brings . 
outa host of specialised titles like 
coc Overdrive and Better Photography. 
Capital So publishing and broadcasting 
company Living Media's interest 
seems logical. 
$+ 3 Whatis more interesting is that private equity funds like CDC Capital too have 
thrown their hats into the ring (see accompanying chart for a quick look at what 
this Rs 118-crore company means for its three main bidders). For over two years 
now bankers and funds have rued thelack of good media deals. Except fora few 
: film-makers nobody seemed to be looking for capital. Many bankers had almost 
given up on the sector. 
But the last few months have seen some action. Standard Chartered picked up 
a stake in NDTV, ICICI Venture in PVR Cinemas and now the action around Tata In- 
_fomedia. Add the ‘under consideration’ TV Today (Aaj Tak) IPO this year and we are 
“tempted to ask; are good media deals finally coming into the market? & 
VANITA KOHLI-KHANDEKAR 
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English news channels: Battling for eyebalis 
£ NDTV 24x7 emerges as the clear leader among English news channels. 
A 50r But Aaj Tak’s sibling, Headlines Today, languishes behind even CNN 
EA ; 
| 22 44 
Š 20 
= 10 4 š 
= O 3 3 SG 
g All day (24 hours) Prime time (7.00 p.m. onwards) /& 
E noT Mcnsc Weec HECNN W Headlines Today g 

Data period: 6 July 2003 to 2 August 2003 Source: TAM Media & - 
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PAKISTAN 


Cross border tales 


There’s a mood of anger, envy and despair in the country 







PF” Lahore looks 
like a city frozen 30 
years back in time 


HE contrast was palpable 
on the road from Amritsar 
to Lahore. Lush green fields 
on this side of Punjab, 


\ redolent of the brash confi- | 
`~ dence of the youths zipping past on 


motorcycles, gave way to bare stretches 
of fallow land on the other side, the 
sullen brown of the earth reflecting the 


_/ despair of an economy that never hap- 
__, pened. Time has moved very slowly for 


Pakistan in the last 30 years. 
; This was evident in Lahore. Known 
as the Paris ofnorth India for its cultural 
- and intellectual domination, this gra- 
cious city has been left far behind by 
Delhi, once considered its rustic back- 
yard. The most curious features for 
someone from Delhi, with its teeming 
population and its annoying traffic 
jams were the paucity of vehicles and 
the lack of women on the roads. The 
ubiquitous ‘Lalitaji’ symbol of Indian 
middle-class womanhood, is missing 
from the streets of a city largely divided 
between the elite and the poor. 





The cost of this underdevelop- 
ment is pinching hard today. So is the 
lack of strong democratic institutions. 
Shaken by the impact of international 
events of the past two years on their 
country, Pakistanis are taking a hard 
look at themselves and finding a lot 
wanting. “There is a feeling that Pak- 
istan is being marginalised in world 
politics, that its sovereignty has been 
surrendered to the Americans. People 
feel that a weak economy has led to this 
and are frustrated that there are no de- 
mocratic channels through which they 
can express their opinions,” says a 
prominent Pakistani economist. 

According to him, the economy is in 
far worse shape today than it was five 
years ago. Although currently Pakistan's 
foreign exchange reserves have 
touched an all-time high of $11 billion 
and the rupee is stable, unemployment 
is rising and there is virtually no invest- 
ment in development. The huge forex 
reserves are lying unused in banks, in- 
stead of being pumped into the econ- 
omy to generate capital and jobs. Sig- 
nificantly, almost one third of the 
foreign exchange (about $3 billion) that 


| has come into Pakistan in the last two 


years is from foreign accounts of non- 


| resident Pakistanis who are feeling the 


heat of closer scrutiny by the US and the 
UKas part of their global anti-terrorist 
operations. 


Pakistanis are also questioning the | 


power of the military. There were many 


| Independence Day special talk shows | 
| on private television channels on the 


theme. Participants candidly admitted 


that Pakistan's political heads had failed | 


in the last five decades to uphold demo- 


| cratic values leading to widespread 


poverty and underdevelopment. 

The presence of US troops in the 
country and the military action against 
Afghanistan and Iraq has led to nega- 
tive domestic reaction in Pakistan. 
“There's anger and rage, a sense of be- 
trayal. People feel let down. Why is the 
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Delhi today is 
a hub of business 
and political activity 


Islamic world being trampled upon, so 

to speak,” says an academician. 
Clearly, Pakistan is at the cross- 

roads. Nothing reflects this more than 


| the phenomenal rise of the Mutahida- 
| Majlis-e-Amal (MMA). The MMA is 


made up of four fundamentalist organ- 
isations, the biggest of which are the 
Jamiat-Ulema-Islami and the Jamaat- 
e-Islami. They joined hands during the 
2002 elections and surprised everyone 
by winning 67 of the 290 seats in the Na- 
tional Assembly. 

It is believed that the MMA was en- 
couraged by General Pervez Musharraf 
who wanted to marginalise Nawaz 
Sharif’s Pakistan Muslim League (PML) 
and Benazir Bhutto's Pakistan People’s 
Party(PPP). But journalists maintain 
that Musharraf had never imagined 
that the religious alliance would win as 
many seats as it did. In fact, JUI leader 
Maulana Fazlur Rehman lost the 


| prime-ministerial election in the Na- 
| tional Assembly by just one vote. 


Observers attribute the growing 











There are regular 
unit-linked 
insurance plans. 


And then | 
there is LifeTime. 


Presenting LifeTime - the unit-linked insurance plan that towers over all the others. Offering a unique blend of wealth generation and 
protection for your family, at every step in life. A one-stop financial solution that is the gold standard among unit-linked insurance plans. 


Higher Returns - Our funds have grown by 14.1% (Income 
fund) and 37.1% (Growth fund), exceeding the corresponding 
industry benchmarks of Crisil Bond Index at 12% and Nifty 
at 23.4%.' 


Total Flexibility - You can switch between three fund options, 
alter life cover and increase investments as your needs change. 
Also take a Premium Holiday”, while you stay protected. 


Greater Liquidity - You can make withdrawals after 3 years of 
the policy, without incurring any penalties. 


Complete Transparency - We were the first to declare NAVs 
on a daily basis, offering complete transparency and helping you 
keep track of how your savings grow with us. In addition, since 
inception we have declared and maintained a low and simple cost 
structure with no hidden charges. 


Get the advantage of India’s No.1 unit-linked insurance plan. 


LIFELZ/MNe 


P ICICI PRUDENTIAL? =, 


FE j 


™ 





NSURAN C Boge 


We cover you. At every step in life. 


CAL” Mumbai - 2830 7877 © Pune - 610 3232 © Delhi - 2430 8030 * Chennai - 2820 3322 * Bangalore - 532 3133 * Hyderabad - 2312 8989 
Kolkata - 2253 9100 » Ahmedabad - 647 9199 © Cochin - 238 4524 or call your advisor. 


1 The past performance of the plan is not indicative of its future performance, Annualised returns for the period 30th July 2002 to 31st July 2003. 2Policy continues till the time your fund has adequate money to pay for the insurance premiums 
The above information is indicative of the terms, conditions, warranties and exceptions contained in the insurance policy. Investments are subject to market risks. For further details, please refer to the policy document and product brochure 


Form No. UL6. Insurance is the subject matter of the solicitation. ICICI Prudential Life Insurance Company Limited. 


WUNDERMAN/BW 10: 





_ clout of the MMA, and particularly of 


Rehman, to its successful articulation 


7 of the anti-American sentiment. 


Rehman was the only political leader 


/ who spoke out against US policies dur- 


ing the recent South Asian Free Media 
Association (Safma) meet. 

Indeed, the JUI has challenged 
Musharraf on several issues. It is cur- 
rently locked in a battle with the Gen- 
eral over the Legal Framework 


Order(LFO), insisting that all institu- 











tions in Pakistan, including the military 
and the presidency, be made account- 
able to the National Assembly and that 
Musharraf give up his uniform. 

Itis ironic that a religious group has 
emerged as the champion of democ- 
racy in Pakistan. Yet it was inevitable. 
The decline of the PML and PPP left a 
vaccuum, which the MMA has filled by 
positioning itself as anti-military. In the 
process, it has won support even from 
the intelligentsia, which is otherwise 
opposed to its fundamentalist politics. 
“The MMA is a good thing for Pakistan. 
It has managed to create a democratic 
space,’says a commentator. 

Opinion is sharply divided over the 
future prospects of the MMA. Some feel 
that its presence is limited to the North 
West Frontier Province and Balochistan 
where anti-American feelings run high. 
Others disagree pointing to the fact that 
the MMA managed to win four seats in 
Karachi and won the Rawalpindi seat in 
a bye-election this year, snatching it 
away from information minister 
Sheikh Rashid who has not lost from 
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ILLYAS BILAUR 


“Weare a 
viable trad- 
ing block” 


SENATOR Bilaur, president of the 
Indo-Pak Chamber of Commerce 
and Industry, recently led a 100- 
member business delegation to Delhi, 
urging the two nations to lift trade 
restrictions. 


m What do you feel is holding up the 
lowering of trade barriers? 

Irritants like Kashmir. We should re- 
solve the dispute. If the European 
Union can get together after fighting 
200 years of wars with each other, I 
don't see why India and Pakistan and 
other South Asian countries cannot 
form a regional economic grouping. 
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a Are you saying that the Saarc Pref- 
erential Trade Agreement (Sapta) be 
given the green signal? 

Of course. We are a viable trading 
block. We constitute one fifth of the 
trading world. When 
Saarc was created, its 
aim was to promote 
trade, tourism and 
services. None of the 
three have been 
taken up yet. Sapta 
should be activated. 


m How bad is the 
state of the economy 
in Pakistan? 

It’s not that bad. Peo- 
ple are bringing back their money to 
Pakistan. The balance of payments 
is down to $1.5 billion from $2.5 bil- 
lion. But we have to join hands to 
fight WTO and we can only do this 
through regional cooperation. W 
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that constituency since 1984. “The 
mullahs have to come to power at some 
point in the next 10 years,” says a jour- 
nalist. “They may not last for long but 
they will rule Pakistan for some time.” 
At present, Musharrafand the MMA 
seem to be using each other to bolster 
their respective positions. 
The MMA's strident anti- 
US rhetoric comes in 
handy for Musharraf to 
bargain with Washington. 
And the more Musharraf 
uses the MMA as a shield 
against American pres- 
sure, the more he builds 
them up in public eyes. 
With Pakistan poised 
* on a razor’s edge, a long- 
term solution to the Kash- 
mir dispute may not be immediately 
visible. What is emerging, however, is 
an opportunity for India and Pakistan 
to develop a near normal relationship 
outside of Kashmir. At the Safma meet, 
except for the members of the ruling 
party, the Pakistan Muslim League (Q), 
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most leaders said it was important for 
Pakistan and India to bury the hatchet. 
They talked of adopting the European 
Union model in South Asia — the only 


| way to tackle the impending WTO 


regime. The MMA is a particularly 
strong votary of this. Itis also significant 
that the demand for US intervention in 
the Kashmir dispute has receded. The 
MMA has come out in favour of a bilat- 
eral solution to Kashmir and with anti- 
American sentiments running high, 
even the Musharraf Government is 
wary of talking about seeking US help. 
In short, conditions are developing 
for India and Pakistan to adopt the 
Sino-Indo strategy of forging ahead 
with trade, economic, cultural and po- 
litical ties while leaving the vexed bor- 
der dispute to an official level Joint 
Working Group. What really stands out 
in Pakistan today is the deep envy for 
India. It is for New Delhi to seize the 
moment and start a process that could 
lay the foundation for the resolution of 
the Kashmir imbrogliointhe future. @ 
ARATI R. JERATH in Islamabad 
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The 
essence 
of great 
workplaces 


The Top 25 on the Businessworld- 
Grow Talent list of Great Places to 
Work have a lot in common. Here’s 
why employees voted for them. 
by Anil Sachdev with Indrajit Gupta & Navjit Gill 


Great places to WORK 


Chairman Pawar and his Nokia takes care of the Infosys and Wipro have 
- top team at NIIT have emotional wellbeing ofits | suspended their stock 

personal quotas of top employees through short- option plans and have 
performers to track term counselling sessions opted for cash awards 
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Hughes Software Systems 
goes so far as to ask 
customers to nominate 
its high performers 


OW would you like to work for an organisation that | 


reimburses $3,000 a year to each and every em- 


ployee who signs up for an educational programme | 


of choice? How about a firm that allows parents — 
yes, even fathers can apply — of young kids to work 
just 50% of the time for the first year? Or maybe you 
would rather work for a Bangalore-based firm where, after 


completing a gruelling tech assignment, engineers have the | 


freedom to simply disappear for 10 days, no questions asked. 


Sounds unbelievable? Well, these are just some of the | 
unique ‘benefits’ offered by the companies that have founda | 


place in India’s first ever list of the Top 25 Great Places to Work. 
The five-month-long survey was conducted by Delhi-based 


Grow Talent Company in collaboration with Businessworld | 


and Great Place to Work Institute, Inc. 
The first list was compiled by the Great Place to Work Insti- 


tute, Inc. in the US in 1984. Since then, the surveys done by the | 


organisation have become an annual feature in over 20 coun- 
tries around the world, and the results are featured exclusively 
in leading publications like Fortune magazine, the Financial 
Timesand The Sunday Times of London. 

Understand the backdrop of the survey, and it will be easy 
to relate to some of the more surprising findings. On the one 
hand, many of India’s frontline manufacturing companies are 
beginning to emerge out of the woods after three years of 
painful restructuring. On the other hand, for the last one year, 
the IT industry has been battling its way out of a gradual slow- 


All the employees at Birla Sun Life does not 
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SANJIT KUNDU 


About 20% of Wipro- 
Spectramind’s 7,000-odd 
workforce comes through 
employee referrals 





full-time employees 


DILEEP PRAKASH 


Aviva has extended its 
mentor-mentee 
programme to its 
insurance agents as well 


down in growth rates and billing rates. The impact on the tal- 
ent market has been telling. For long, companies like Infosys 
Technologies and Wipro were the hottest destinations. But the 
pressures are now starting to tell on employee morale — espe- 
cially since Esops have lost their allure. It was time for employ- 
ees to give their verdict on workplaces. 

After all, itis they who determine what makes a great work- 
place. Unlike other HR surveys that tend to consider benefits 
and facilities mostly from an employer's standpoint, the Great 
Place to Work® model lays more emphasis on what employ- 
ees have to say about their workplaces. 

In the end, employee satisfaction flows from a simple pre- 
cept: If you trust the people you work with, have pride in what 
you do and like the people you work with, you will find your 
organisation a Great Place to Work®. In a way, that’s the 
essence of the Great Places to Work survey. 

That is perhaps why as many as 120 reputed companies 
were willing to participate in the launch year itself. Eventually, 
a few did drop out midway as they realised that they had to 
cover considerable ground before they became a Great Place 
to Work®. Also, a few leading Indian firms declined to partici- 
pate this year. Their self-assessment showed that they would 
not be able to come out on top and, therefore, weren't ready 
for the survey. But for the rest, the motivation to participate 
was very much in keeping with the spirit of the survey: it was- 
n't just about winning a place in the Top 25 list, but also about 
a deep desire to discover new ways to change their company 


Dr. Reddy’s believes that 

tolerance for mistakes and 
an open culture help build 
an innovative organisation 
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and improve the quality of work life. 
The participating companies had 
to go through the same rigorous 
methodology followed in the rest of the 
world. Grow Talent first administered 
the Great Place To Work© Culture Au- 
dit. The firms had to answer searching 
questions on what they had done to 
create a climate of Trust, Pride and Ca- 
maraderie — the three cornerstones of 
great workplaces. A team of evaluators 
from Grow Talent, led by Tushar 
Makkar, head of brand management, 
then reviewed these responses. 
Simultaneously, a randomly se- 
lected sample of employees responded 
to the Great Places to Work Trust In- 
dex questionnaire. It comprises a bat- 
tery of 58 statements on a 5-point 
scale. Respondents were also asked to 
give qualitative feedback on why they 
considered their organisation a great 
workplace and what would help it to 


NAMAS BHOJANI 


tive comments were then evaluated by 
the Grow Talent team. 

In fact, preparations for the survey 
had started in January itself, when two experienced consul- 
tants from GPTW’s US office conducted a week-long training 


O 


sponsible for the final list of great workplaces underwent an- 
other week-long training programme. This, too, was con- 
=== ducted by an US-based consultant of GPTW. Now, every detail 
had been sewn up and the stage was set for the rollout. 
Over 20,000 employees participated in the exercise. The 
=þ=} companies that make up the Top 25 companies in the Great 
© Places to Work survey represent a broad cross-section of cor- 
porate India and cover industries ranging from the consumer 
O packaged goods to pharmaceuticals to services to core indus- 
C Š= trieslike steel. (The full list is available on page 26.) 
BCD 


the list. As many as eight companies from the IT sector figure 


joe 


the cut. The list also has a fair mix of Indian and global compa- 








tions. But despite all the diversity, most of these companies 
share certain characteristics. 


Trust is the building block 


chances are you'd end up asking yourself yet another ques- 
tion: What is trust really? 

The Great Place to Work Institute has a simple definition 
of trust. It asks employees to rate the management on three 
counts: whether the communication systems in the 
company work well, whether employees are provided 


programme in Gurgaon for all members of the Grow Talent | 
team. And before the survey went live, the research team re- | 


Ofcourse, the technology companies do tend to dominate | 


in it, which is very much in line with the tech sector's people- | 
focussed approach. Twelve manufacturing companies made | 


Ever asked yourself: Do your employees really trust you? The | 


appropriate resources to carry out their work and | 





nies, though the latter comfortably occupy the top five posi- | 








get better. The scores and the qualita- (Clockwise from above) Biswadeep Mitra of Texas Instruments, Jacques Creeten 
of FedEx and Narendra Ambwani of Johnson & Johnson: The CEOs of these MNCs 
are still the best at figuring out what employees really want 


whether the management operates with integrity. These three 
parameters measure credibility. Add fairness and respect — 
and you get trust. 

So how do the 25 companies fare on the trust factor? In 
fact, all of them fare quite well, with scores varying from high 
to above average. This means employees not only enjoy alot of 
respect, they are satisfied with the level of professional sup- 


| port and caring they receive. They also feel that management 


policies are fair and impartial. 

Federal Express, WiproSpectramind and Texas Instru- 
ments come out tops simply because their employees give 
them a higher score on all the three factors. 

But how does trust manifest itself in organisations? At 
Marico, for instance, there is no concept of a fixed number of 
casual leaves. Employees have the freedom to leave after sim- 
ply informing their boss. And when they troop into the office 
every morning, they aren't required to sign a muster. 

When times are good, building trust isn’t that hard. The 
acid test comes when business slows down. Last year, Texas 
Instruments faced such a moment. It had made offers to 150 
students from the IITs for various assignments at its high-end 
product development centre in Bangalore. Shortly afterwards, 
the downturn kicked in. While many software firms withdrew 
or deferred their offers, Texas Instruments did not — and 
emerged with a stronger reputation. 


The leaders walk the talk 


| In 2000, the Delhi-based NIIT was smack in the middle of the 





downturn. As orders dried up, morale suffered — and a few 
irate discussion boards critical of the NIIT management came 
up on the intranet. Says Rosita Rabindra, the human resource 
head at the company: “We even wondered if we should be 
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censoring the discussion boards.” 

Eventually, NIIT’s top management decided to not to re- 
act. “And, we found that other employees soon took up cud- 
gels on behalf of the management,” says Rabindra. Even to- 
day, the NIIT founders continue to have extremely candid 
discussions with their young staffers — both online and 
through face-to-face interactions. During one of these ses- 
sions, NIIT chairman Rajendra Pawar had to face a tricky situ- 
ation. At one discussion, while talking about the company’s 
new strategy, he had to field questions like ‘Will there be lay- 
offs?’, or even, ‘Didn't the top management see this coming?’. 

These moments are horribly uncomfortable for any 
leader. But it is during such moments that an organisation's 
culture is defined, perhaps more strongly than through dry vi- 
sion statements hung up on the wall at the reception. Says 
chairman Rajendra Pawar: “Leaders should be vulnerable. If 
we make a mistake, we should learn to own up.” 

Can you recall the vision statement of your organisation? 
No?Well, NIIT and all the other 24 workplaces don't just have a 
well-articulated vision, they believe in making ita part of their 
work lives. That may be why the Top 25 firms tend to have rel- 
atively high scores for top management’ clarity of vision. 

Of course, every corporation has its own way of connect- 
ing with employees. At Wipro, everyone gets a chance to meet 
the chairman after he or she completes six months. The chair- 
man then communicates not just the organisational vision, 
but also the role that the employee can play in making the vi- 
sion a reality. Firms like Cadbury make ‘living the vision’ a part 
of performance measurement. 

Cadbury also wants to make consumer insights and inno- 
vation an important facet of its culture. But to measure prog- 
ress against intent, CEO Bharat Puri prefers to first turn the fo- 
cus on his own and his top team’s performance. During its 
start-up phase in 2001, insurance major Aviva conducted a vi- 
sioning programme called Navkriti, involving its employees. 
All 100 employees attended workshops and 
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Nandan Nilekani of Infosys (L) and Azim Premji of Wipro: 
Despite the best HR systems, their companies are now 
finding it tough to manage employee expectations 


striking a balance between compensation, performance and 
employee care. That's easier said than done. Infosys has one of 
the best HR systems in the country. That is clear from the high 
scores that the company clocked in the culture audit. Yet em- 
ployees didn't rate the firm very highly — it was No. 19 on the 
list. So has its dream soured? Perhaps not, but the Infosys case 
is a good example of how managing employee expectations is 
becoming infinitely more difficult for the tech firms. 

Through the nineties, Infosys was a favourite among job- 
seekers. A great campus, big increments and stock options 
were a strong employee magnet. Then came the downturn in 
2001. Faced with an inclement business climate, Infosys tight- 
ened its belt and focus closely on performance. The incre- 
ments dipped sharply and so did the employee intake. Finally, 
earlier this week, it decided to suspend its stock option plan. 
Great workplaces dovetail a strong per- 


conferences to figure out what their common (L-R) Adi Godrej of Godrej formance ethic with a fair reward system — 
gu Consumer Products; i 
objectives and desired behaviour should be. ER something that global insurance company 
J Rajendra Pawar of NIIT; and g that KEN 
’ * . . 

tin y Harsh Mariwala of Marico Max New York Life is particularly adept at. It 

Striking a balance between compensation, per- ’ ruthlessly follows a philosophy of punishin 
Industries: The CEOs of J I poy g 


formance management and employee care 


Great workplaces usually don't get there only 
by doling out fat paychecks. Instead, the key is 





these Indian companies 
are shaping organisations 
with a human face 


mediocrity and rewarding performance. It 
isn't uncommon for the high performers 
among its 4,000-odd agents to earn Rs 10 
lakh in annual commission. Moreover, they 
get special offsites, where fun and training 
are combined in equal measure. A few agents 
are even sponsored for the Million Dollar 
Roundtables, a worldwide club for insurance 
agents. At the same time Max pulls up em- 
ployees for poor performance. Results are 
monitored on a regular basis and communi- 
cated clearly. And agents are encouraged to 
set personal goals — even for something like 
setting aside money for a son's education — 
and then to breakit down into finite targets to 
be achieved on an annual basis. 


Stress on employee development 


It’s the old paradox: how do you help employ- 
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; with continuous training. 















tain an attrition rate of 21% — sig- 
cantly lower than the industry 
erage of 30%. 

Dr. Reddy’s Laboratories 
gf wants to become a discovery-led 
global :pħarma company. That’s 

it started the intellectual 

property mi a agement pro- 





it — the topper of the first 
nis no 10 longer ws the com- 






re still wondering 
ation would will- 
ach employee $3,000 a 














ce, look no further than 
ral Express (FedEx). If you 

ant to know more about how fair 
their system is, speak to senior 
| marketing specialist Vidyut Kant. 
» He can tell you all about the train- 
< ing opportunities. 


‘The fun factor 


You don’t really need a survey to 
tell you that all great workplaces 
are fun to work in. It's tough to 
have a policy on fun, but com- 
%, panies like WiproSpectra- 
` mind are actually trying to 
formulate one. Others like 















ees develop their skills and yet ensure that they don't outgrow 
g the organisation? Great workplaces seem to realise that in the | 
age of extreme worker mobility, they don't really have a choice. | 
They need new skills and they also need to reward employees 


The business imperative overrides fear of attrition. At Ban- 
galore-based Ernst & Young’s Shared Services Location divi- 
sion, employees find it difficult to cope with the drudgery of 
filing tax returns day in and day out for companies in the US. | 
So CEO Sharada Cherwoo encourages employees to pick up 
new skills, even while on the job. E&Y SSLis still able to main- | 
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work more appealing. 





Global benchmarks 
Where India scores — and where it doesn’t 


| Everyone has an opportunity to get special 
recognition 








India ‘03 Brazil ’02 US '03 





India 03 Brazil '02 US '03 
Taking everything into account, I would say 
this is a great placet to work 








India '03 Brazil '02 US ’03 EU 
I am offered training or development to 
further myself pony. 











India '03 Brazil '02 
My work has special meaning, this is not 
“just a job” 





EU 


US ‘03 


india ‘03 Brazil '02 
Figures indicate scores on respective statements. The data for 
global comparison has been taken from GPTW surveys in 
Brazil, the US and the EU countries 
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Cadbury are using a fun culture to spark off creativity in the 
workplace. But for most companies, itis simply about making 


At E&Y SSL, Gayathri Krishnaswamy doubles.as a culture 
manager and tries to make sure her colleagues get enough fun 
and relaxation. NIIT’s chief fun officer has quite a job on his 
hands —he has to organise events for employees every Friday. 
These could be fashion shows, games or even gulab jamun 
eating contests. Even the men who make steel know how im- 
portant itis not to take work too seriously. Jindal Iron and Steel 
Company (Jisco) has a ‘chief josh officer’ who organises 


games, painting competitions 
and soon. 

In the 25 profiles you will not 
only see what makes the great 
workplaces similar, but also what 
makes.them distinctive. We have 
also identified and looked at three 
key workplace issues — the fall 
from grace of stock options, the 
role of technology in simplifying 
work lives and the growing need 
for outplacement services. 

This issue celebrates great 
workplaces. But its underlying 
agenda is more ambitious: com- 
panies must learn from the best. 
Even the great places to work for in 
India can pick up best practices 
from their global counterparts. 

The statistically rigorous re- 
search methodology — and the 
survey's global footprint — allows 
global comparisons. While Indian 
companies are on a par with the 
rest of the world, including the US 
and the European Union, when it 
comes to giving equal opportunity 
for special recognition (See ‘Global 
benchmarks’), they still lag behind 
global benchmarks in areas like 
providing professional support 
and offering meaningful work. 

This survey will hopefully let 


them ‘take the first step towards 


not just bridging the gap but 
becoming. global benchmarks 





themselves. a 
Anil Sachdev is the founderand CEO 
of Grow Talent. 


This article is based on the results 
of the Great Place to Work® sur- 
vey conducted by Grow Talent 
and on reporting by the BW team. 
Grow Talent did not divulge any 
company-specificinformation 
that it collected during the survey. 

















EOPLE 





sandstone 


SO, TRY CHANGING TRAINING INSTEAD 


In many ways people are no different from these 
sandstone blocks. Take the effort to sculpt what ties 
within, and you get value. The material essentially remains 
the same. 


We have been speaking to you. Business leaders, human 
resource leaders, training leaders. You believe that 
developing people is the best way to develop business. 
The only way to change culture. To Win. Yet, you remain 
frustrated by your people development efforts. You say 
training is ‘one-off’. Shrink wrapped. Without follow-up. 
Not translating into results in the work place. Ineffective. 


Why? Preoccupied with ‘putting in’, most training misses 
the learner. To work, it must 'draw out’. Talent as well as 
Emotion. And then build skills and habits around these. 
That is what we do. 


` [Discoveri Executive Education nurtures talent through 
jearning experiences that are personally meaningful to 
each individual. We commence with a diagnostic to 
customize the program. Then, a high-impact off-site event 
creates a mental and emotional shift. This is followed by 
an optional 180-day coaching regime for participants to 
"habitualize’ these skills. Our areas of work are: 


1. A leadership program that teaches leaders how to 
create a winning culture. 

2. Ateam enrichment program for key teams facing 
critical challenges. 

3. A personal effectiveness program to groom young 
managers into passionate missionaries. 
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.. Still sandstone 





Founded in 1996, iDiscoveri is led by alumni of Harvard, 
INSEAD, JIM & XLRI and has a nationwide presence. 
Over 4000 participants from E&Y, GE, Oracle, Bacardi, 
Morgan Stanley, CH, amongst others, have been | 
through iDiscoveri programs. 


"The iDiscoveri learning experience had direct relevance to our day 
to day working environment.” 


Mukesh Butani 
National Director, Global Tax, Ernst & Young 


i 
f 
| 
i 
| 
} 
“| have been an iDiscoveri learner for four years now, The programs | 
allowed me to step away, introspect and create an action plan ~ a | 
great way to scale new heights." i 
Nandita Mahajan, i 
Head, Systems Development, Fidelity Technologies 
(formerly of GE and American Express) 
: 
| 


For a brochure and a personal presentation, call 
Shirish Kher (North & East) at (011) 5565 4333 -35 or | 
Anustup Nayak (West & South) at (080) 5699-5290 - 91. 


Visit www.idiscoveri.com/execed 
or write to execed@idiscoveri.com 

























HE Businessworld list of ‘Great Places To Work’ will 


on for. I knew there would be lots of material for 
book. However, the editor declined saying her com- 


t e biggest difference has been i in the area of ik 
Fos instance, pen our first ...Best Companies 





s Last year ev every single company on our Fortune‘ 100 Best’ 
rovid: 


” ments in Europe and Latin America where we have been do- 
ing ‘Best Companies to Work for’ lists for several years. 


source management. Twenty years ago, human resources was 
largely confined to issues related to compensation and bene- 
fits. Senior HR managers were almost exclusively fo- 
; cussed on overseeing the technical implementation of 





* internal communications within the business. 


York. When the book editor approached me and fel- | 
- Jowjournalist Mil an Moskowitz about writing a book nunen l 
i ; _ tain the best employees. To be competitive in today’s global 


care of their children. We have also seen similar improve- | 


make India the 23rd country to have such a list. As | 
the co-creator of the first list some 20 years ago inthe | 
‘United States, I would like to take credit for the idea. 
ut alas, the idea came from a book editor in New | 


j 
f 








how senior management itself is increasingly concerned with 
the role of people within the organisation. Enlightened man- 
agers realise that creating an outstanding work environment 
is no longer ‘nice to do’, but, rather, is a‘must do’. This has been 
partly a result of the ‘talent wars’ of the past few years, espe- 
cially for highly skilled workers. This has forced managers 
throughout the world to go to great lengths to attract and re- 


environment requires having the most innovative and pro- 
ductive workers possible. 

Another factor: the growing awareness that the quality ofa 
workplace is directly related to productivity/ profitability. For 
instance, the companies selected for the ‘Best Companies to 


| Work for’ list in the US have consistently outperformed the 


a ie not have enough lawyers to publish such a book. So | 


stock market averages by two or three to one. These results 
have been replicated in Europe and Latin America. 
What do these ‘Best Companies to Work for’ have in com- 


| mon? Many people asked me this after the publication of our 


first list in 1984. I thought it was a subject worth exploring, so I 
decided to write a book about it entitled A Great Place To Work. 
Initially, I thought I could answer the question by cate- 


| gorising the various policies and practices. I thought I could 


generalise from these specific policies to arrive at a compre- 


| hensive definition of a great place to work. After all, the 700 
| Best... book contained 400 pages worth of examples. 


d some form of flexible time benefit. This is anim- 
1€ for employees in the US because of the huge in- | 
flux of women into the workforce. Being able to alter one’s l 
work schedules makes it possible for parents to better take | 


In terms of internal communications, for instance, I had 
written about an annual meeting at Pitney Bowes, a large of- 
fice equipment manufacturer, where the CEO answered diffi- 
cult questions from ordinary employees. As many 100 Best 
companies had similar meetings, I thought I could generalise 


| from those examples to assert that one of the essential charac- 
_ teristics of a great place to work is that it has meetings where 


Asecond area of progress has been in the roleofhumanre- | 


benefit packages. In more recent years, HR has become | 
much more concerned with strategic questions re- | 
} lated to the business. So, for instance, itis alot more | 
common for HR managers to be directly involved in | 





the senior management answers questions from employees. 

Unfortunately, I noticed that a number of 100 Best compa- 
nies had no such meetings. And I found examples of compa- 
nies that had such meetings, but the employees did not rate 
the company highly as a place to work. 

American Airlines was a great example of the latter. My co- 
author and | attended a meeting that was similar to the Pitney 
Bowes meeting — at least in form. The CEO of the company, 
Bob Crandall, stood up in front of a large gathering of employ- 


| ees and announced that he would stay all night and answer 


The change in the role of HR is a direct reflection of i 


any question that employees asked him. However, it soon be- 


BUSINESSWORLD 24 i SEPTEMBER 2003 


Column: ROBERT LEVERING 





The most important issue in a 
great workplace is the quality of 
the relationship between the 


employees and the management 


Robert Levering is the founder of the Great Place to Work 
Institute, Inc., which has created a rigorous survey to 
identify quality workplaces 





came clear that Mr Crandall replied to the questions in a very 
combative way, constantly trying to show the employees how 
he knew more about every subject they asked about than they 
did. When we left the meeting, Milton remarked: “I would hate 
to ask that man for a raise (in salary).” 

That incident demonstrated an important point: having a 
progressive policy or practice is not enough. How the policy is 
carried out matters as much or more. It is particularly impor- 
tant how the management relates to employees. In the exam- 
ple cited earlier, the Pitney Bowes CEO answered all of the em- 
ployees’ questions respectfully while the American Airlines 
CEO responded defensively, constantly showing the employ- 
ees that he had little regard for their opinions. In short, the 
most important issue was the quality of the relationship be- 
tween the employees and the management. How policies are 
implemented is crucial because it affects the relationship. 

Ifrelationships are most important, what are the principal 
relationships in the workplace? From the employee view- 
point, there are three primary relationships — with the man- 
agement, with the job, and with 
other employees. I looked through 








I reduced these ideas into a definition: “A great place to 
work is where you trust the people you work for, have pride in 
what you do, and enjoy the people you workwith.” This defin- 
ition — and the model derived from it — summed up what I 
had learned from employees at these 100 Best companies. 

But what really distinguished the very best employers was 
the trust between employees and management in those com- 
panies. It is possible for an employee to feel pride in his job but 
not feel trusted. My wife, for example, was a college professor 
ina large state university. Although she loved teaching, she did 
not consider it a great place to work because of the bureau- 
cracy of the administration of the university. The university's 
extensive bureaucracy was, in fact, a manifestation of distrust. 

Therefore, our Institute (the Great Place to Work Institute, 
Inc.) created an employee survey instrument to measure the 
characteristics of a great place to work. The Great Place to 
Work® Trust Index@ is very different from most employee 
surveys because the latter try to measure job satisfaction. But 
as in the case of my wife, a high level of job satisfaction does 

notmeanacompany isa great place 
to work. So, one needs to focus on 


my extensive interviews with em- The problem is that the level of trust in the organisation. 
ployees at the 100 Best companies almost all organi- The Trust Index© employee sur- 
to see how those employees de- sations would like to vey used to determine the best 
scribed those relationships. convince employees companies to work for lists is the 

As far as the relationship be- (and potential same survey that is used by Busi- 
tween the employee and manage- employees) that they nessworld as well as throughout the 
ment was concerned, I discovered world. Companies that participate 
that a number of phrases were con- are good bosses, that in the process receive results from 
stantly used: “I believe what man- they care about their the survey for benchmarking pur- 
agement tells me”; “Management people. Many com- poses and to make specific im- 


n, 


has very high principles”; “Manage- 
management to be fair”. 

felt “proud” of the company they 
worked for. Often they said they 


were proud of telling others where 
they worked. They also spoke about 


sense of camaraderie with them. 


panies sincerely intend to create a good 
ment respects us”; “You can trust place to work. As time passes, the 
pressures of the marketplace tend to 

Regarding their jobs, employees open a gap between a company’s good 
atthesefirmstalkedabouthowthey intentions and the reality of work life. 
So you can't evaluate workplaces merely 
by listening to company slogans. 

The best way to judge a place... is to 
how much they “enjoyed” theem- Visit the company and talk with emp- 
ployees they worked with and felta _ loyees. That's the only sure way to find 
out what it’s really like to work there... 


provements in their workplaces. 
These lists have promoted a 
healthy form of competition. Com- 
panies now compete on the quality 
of their workplaces, not just for 
marketshare. As we all know, com- 
petition is one of the primary ways 
that businesses improve. In this 
case, those improvements have the 
happy side effect of raising the level 
of quality of the workplace for em- 
ployees throughout society. a 
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Business 
descrip 


Indian india 


headquarters Staff 


Sales 


{Rs cr) Founded 


Ownership 


265 








4 . $36 billion 


$22 billion 
(giobal) 





(global) 





Pharmaceuticals and life- 
saving medicine 





~ Gurgaon 


Web addres 





Information technology 





Bangalore 860 





Mumbai 929 





Delhi — 6,462* 





Delhi 


166 5 $34 billion 








Subs. of 


(global) Nokia 


(global) 





Mumbai ; 


¿= Joint venture 





Mumbai. 








» Telecommunications 





T education and software 
services 


Delhi = 


3,457 


= Subs. of Tata © 
: industries 





Publicly listed ni 





{T-enabled services 


Bangalore 196... 4 


. A division of 


disclosed "E&Y India 





FMCG 


661 12 





739.21 Publicly listed 





Aluminium, sponge iron, 
_cement, textiles, etc. 


Mumbai 


Mumbai. 51,054 200 


14,: 119 


(Indian ops) | 








T outsourcing in telecom 
and BPO 


Mumbai 12,494 233 


56,818 





Gurgaon. 1,791 7 





‘Bangalore 15,356 








Gurgaon 743 


Pe 





Unlisted pub- 
lic limited co. 





Pharmaceuticals 


Hyderabad 5,062 30+ 





“Infotech and FMCG 





“Bangalore 24,000 co 





8 





Manufacturing 





A 300 





556.58 











1983 Publicly listed 











**RPE: Royal Philips Electronics NV, Netherlands 
Note: Data has been provided by respective companies 


Figures as on the date of submission of data 
“Andhra Pradesh circle 


*As on 30 June 2003 
*CS: Cadbury Schweppes 
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Fascinated by all things Russian ? ~ 
Like the Red Square? And the Kremlin? Ti F 
The Bolshoi ballet and the Fabergé eggs? % 
Like the nestling matrushka dolls, 

Russia is one fascinating place you’d 

love to discover. 
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Riding high òn world-class work — in India 


















Great facilities and 
the opportunity to 
work at the frontiers 
of chip design helps 
create fierce loyalists 


out of employees. 
by Shishir Prasad 





they really don't do peripheral work. This fact comes 
out quite clearly in the patent data. Over the last 16 
years, TI’s India centre has filed 225 patents out of 
India. That's more than two-and-a-half times the 
next company on the list, IBM, which has 85 patents 
filed from India in 10 years. 

Interesting and challenging work doesn't mate- 
rialise out of thin air. “The centre has constantly in- 
creased its skills and kept itself ready for the parent 
to ship more high quality work to India,” says 
M. Chandramouli, head of the wireless business 
and also Dubey’s boss. One 
potent tool that it uses to do 


ISHWARYA Dubey tries to figure out what 
the question means. “I am not sure I un- 
derstand it but I will answer it anyway,” he 
says. Dubey is a recent hire from the In- 
dian Institute of Technology (IIT), Delhi. 
“At IITs we have people who really think 
they have achieved it all after they graduate and that 
<p they are all going to be millionaires. Soon they figure 
$ out that isn’t the way it will happen and that you have 
to work. So then you have to find work that is really 
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this tells people that it doesn't 
matter even if they want to 


Annual sales .............. Rs 265 crore (Indian) remain technical gurus all 
a CER AANE E aes 832 their lives. They would still be 
No. of women at senior mgmt levels ......... g rewarded on par with people 
StarfitUmoverts aaie a ERA 7% who move into manage- 


No. of employees with a tenure 
of over 5 years 


No. of employees over 44 years of age ... 18 
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ment. The tool is the ‘techni- 
cal ladder’. It is a parallel ca- 
reer path to the management 
ladder. The entire TI develop- 
ment centre is still basking in 
the glory of Mahesh Mehen- 


interesting and challenging. That’s exactly what you 


Development opportunities 


dale, director (system-on- 















get here,” says Dubey. 
“Here” is the Texas Instruments (India) Develop- 
ment Centre. Dubey works in the wireless business 


business for Texas Instruments (TI) worldwide and peo- 


nology. “Itis a big responsibility and a motivating factor 
to know that if we fail, it would really set the company 
back,” says Dubey, summing up his reply to BW’s 
* question on what makes his company a great place to 
# work. The thing that turns on the motorheads is that 


of Texas Instruments (India). It is the fastest growing | 


Fun place to work 
POLL LL EL LT TL LT CS (7 


| 


"ple like Dubey are working on the leading edge of tech- | 


TAK I 


kk Kaa = chip design), who was 


elected a TI Fellow, one of the 
highest steps on the techni- 
cal ladder, A TI Fellow is like being a Don at Oxford. Only 0.6% 
of the TI population are fellows. These are the chaps who are 
the ‘brains’ — people who help TI meet its most difficult tech- 
nical challenges. Becoming a fellow is difficult. “Your peers 
and seniors evaluate your work to see if you have been innov- 
ative in your thinking right through,” says Mehendale. Staying 
there is even harder. “You are re-assessed every year. If you fall 
behind you can lose your fellowship as the total number can- 
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Haven 


not be more than 1% at any given time,” says Mehendale. 

This deep commitment to developing such high level of 
expertise has made the centre navigate three distinct phases 
of growing up. At the start it was a centre like any other, devel- 
oping small pieces of the final chip that its parent in the US 
would develop. “That was till 1991,” says Biswadeep Mitra, 
managing director, TI (India). “Then we did Ankoor. It was a 
full-scale digital signal microprocessor (a DSP) and sort of es- 
tablished India as a force to reckon with,” says Mitra. (A DSP 
chip is a chip that is very good at doing calculation intensive 
tasks. It is to TI what a soap is to Hindus- 
tan Lever — its bread-and-butter.) 
Ankoor didn't come to India. The team ac- 








E How did you create such an 


nect directly to our customers. These guys do three to six con- 


| ference calls a week and you can see from their face when they 


come off the call whether their work was appreciated or not,” 
says Chandramouli. Sometimes it isn't. 

With all their smarts the guys still make mistakes. “That’s 
when we step in and tell them that it really isn’t end of the 
world. A lot of us have been here right since 1985. We know 
what it feels like. At the same time we make it clear. The chap 
who made the design has to fix it. This is well internalised,” 
says Chandramouli. It is not unusual to find people putting in 
16-17 hour workdays when a project is approaching a dead- 
line. Because customers of TI are companies like Nokia which 
operate in extremely volatile markets (a new model every 16 
month, variants every six 
months), if you work at TI you 
have to make sure these compa- 
nies meet their deadlines. 








tually requested the main office the US to innovative firm? Biswadeep 
let it develop the DSP even though an- We said right in the beginning that Mitra 
other development centre was already we would not ship people and 


working on it. The India centre was able to 
do it faster, cheaper, and its design was ac- 
cepted. And the third phase has been on 
for the last two years when the centre has 
developed top-of-the-line chips for high 
performance audio, video, broadband 
and mobile handset markets. All these 
chips are system-on-chips (what were 
distinct chips are now put on one small 
piece of silicon). As of now, there is hardly 
any business globally that TI's India cen- 
tre does not contribute to. “This gives em- 
ployees enormous mobility and growth 
opportunities sitting right here in India. 
From DSP software to silicon level design 
and from DSP processors to latest wire- 
less technologies — an employee can 
choose to workin any of these areas,” says 
V. Kartikeyan, director (HR). 

AndTI doesn'tjust hire. It does custom 
staffing. That means looking to hire only 
those people who have the specific skills 
that the centre needs. “Employees know 
what they are coming on board for and we know exactly what 
we have hired them for. Helps in managing expectations,” 
says Sanjay Bhan, manager (staffing). As people progress, TI 
appoints personal coaches who look to reduce the person's 
weaknesses and enhance his strengths. These sessions are a 
secret between the person and the coach; only in the final ses- 
sion does the HR manager sit in for a broad-level discussion. 

It may appear that technical skills are all what you need for 
acompany in such a complex business. Actually, customer 
understanding is more critical. Talk to a person working in an 
MNC's India development centre and the crib will be “We 
don't get to interact with the customers”. Not at TI. Here you 
are in the firing line very soon. “We allow our engineers to con- 


that we would give world class 
work opportunity to people sitting in India. We — 
the 16 of us who started (TI) — also decided we 
would do high-end product development. 








E How do you keep employees thinking differently? 

You've got to be open to learning new stuff. We insist that if it ain't broke, 
break it! The engineers are expected to keep their passport in the pocket 
and travel to understand customer needs. People who innovate... are rew- 
arded hugely. For low performers there is a... separation plan. 


E How do you get young IIT engineers, who have multiple options today? 
Apart from the great work we do here, we also keep our word. A year ago 
when we went to the campuses we made 150 offers. Then the downturn 
happened. There was pressure from the US office to prune this list but 
we... convinced them. We hired all 150. It meant some cost implications, 
but we looked at the long term. We are not a knee-jerk company. 


E How do make sure your 900-plus employees all share the same belief? 
By walking around... If I need something quickly, I can directly access a 
junior employee. His boss will not mind.... So information flows freely... 


Once the deadlines are met, it is relaxation time. People 
take off fora week to 10 days to recharge themselves. “We don't 
even ask,” says Chandramouli. They can even play bad- 
minton, swim, play basketball or strum guitars, if that’s what 
they want. The employees have formed a cooperative council, 
called Texins, that takes care of all such things. Employees 
themselves run the council. “We provide a budget for the 
council. They debate among themselves and figure out how to 
spend it,” says Mitra. 

So meritocracy, global quality work and facilities for a great 
quality of life are what make employees fierce TI loyalists. And 
there’s one more factor. As Aishwarya Dubey’s says: “I am un- 
afraid to sleep in the workplace.” Once he finishes his work. I 
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ACQUES Creeten, the managing director of Federal Ex- 
press India (FedEx), started by handling packages in 
Brussels (Belgium) in 1985. His boss — who used to be 


a truck-washer — saw potential and trained himasa | 


supervisor. Now Creeten presides over a 207-employee 

strong company in India. 
Many of Creeten’s employees in India mirror his experi- 
ence. Heena Keswani joined FedEx India as a receptionist in 


1997. Three years later, her manager asked her if she would | 


like to do something besides tak- 
ing phone messages. Keswani 
moved to operations for seven 
months and then to customer 
service. What’s next? “I'd like to 
try for team leader,” says the 34- 
year-old Keswani. “I always had 
the option of moving back to be- 
ing a receptionist, just in case I 
had no ambition.” 

Managing ambitions is what 
defines FedEx. And it doesn't 
happen by chance. FedEx has 
created an architecture that lets 
it monitor the ambitions of its 
staff at an individual level and al- 
lows them to grow in the direc- 
tion of their own choice. Other 
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companies make the same claim. But what differentiates 
FedEx from the pretenders is the way each employee can tai- 
lor his or her own career path. There are other perks too — one 
can get one of FedEx’s 500 aeroplanes named after his or her 
kid. But the one thing that makes FedExa special place to work 
in is the incredible personal growth opportunities it offers. 
Atthe hub of this is a simple philosophy called ‘People, Ser- 
vice and Profit’ (PSP). PSP functions as a sort of virtuous circle. 
“Look after people, and profits will follow. In India, about 40% 
of the company’s expenditure is peo- 
ple-related,” says Creeten (See inter- 
view). In the last 30 years, PSP has 
translated into several strategies on 
how to deal with people. Creeten 
says: “You look at our business plan- 
ning, our hiring policies. All of this is 
structured around PSP It is about ba- 
sic human dignity and respect. It also 
makes very good business sense.” 
FedEx has a system of addressing 
grievances called ‘Guaranteed Fair 
Treatment’. Employees can take up 
disputes with immediate managers 
or with the head of the company if 
need be. In case of ambiguity, the em- 
ployee gets the benefit of the doubt. 
Another example of fairness is the 
policy that the first right of refusal for 
every job goes to the employee. This 
is taken a step further by checking 
whether peers can see themselves 
working for this person. Almost 60% 
of FedEx’s Indian employees have 
been through internal promotions. 
But delivering by the next busi- 
ness day is the reason for FedEx’s ex- 
istence. Remember Tom Hanks’ 
charming, yet hard-hitting ‘We live or 


Ever heard of 
a company 


receptionist 
gets a shot at 
managerial 
positions? 


Keswani started as a receptionist 
(R) but didn’t get stuck there. She 
moved on to operations (top) and 

then to customer service (L) 
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Annual sales .... Rs 98,913.60 crore (Global) 





No. of women at senior mgmt levels .....None 
EO TTA On A AT AAN A EE S E 14% 


No. of employees with a tenure 
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No. of employees over 44 years of age ...... 4 
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die by the clock’ speech to Russian 
FedEx workers for tardy delivery of a 
parcel in the movie Castaway? He was 
trying to say that even a small error 
means that a large number of packages 
are delivered late. Creeten says: “We are 
a very performance-based company. 
Every person knows upfront what his 
performance objectives are and he also 
knows upfront what he can earn.” So 
the crux of PSP is a fairly laborious per- 
formance management and compen- 
sation system. 

Here's howit works. FedEx conducts 
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E What is the basic premise of 
‘People, Service and Profit’? 

It is very simple. If you look after 
your employees, then profits will 
follow. Over the years, this has trans- 
lated into a number of strategies on 
how we deal with our people.... 
People are our biggest business dif- 
ferentiator. But PSP is much more 
than just procedures. The policies let 
you provide a sense of security to your 
people. It’s very clear and uniform, but 
that alone cannot deliver PSP. Not 
everything is driven by numbers... We 
also have a series of awards and recog- 
nition that we give our employees. 










E What makes FedEx tick? Lots of 
companies proclaim that people are 
their biggest differentiator. 

We don't have a secret. You'll find these 
things in every textbook. The biggie is 
that we actually do what's in the books. 


E How does FedEx deal with people performance issues? 

If a person fails in his performance, then the person does not get disciplined, 
but he gets pulled into a constructive action plan... Its not like I fire off a 
warning letter to you. If you buy a car and it breaks down, you repair it, not 
throw it away. From a cost point of view, its much more cost-effective to 
improve (people) rather than to throw (them) away. It just doesn't make sense. 


an ‘India Performance, Perception and 
Satisfaction’ survey every year that 
grades its performance on 27 factors like brand awareness and 
value for money. FedEx’s marketing manager for the Middle 
East, India and Africa Birender Ahluwalia says: “This survey 
shows what is required to hit that revenue target. This could 
mean getting new business by introducing a new product.” 

For instance, last year, one of Ahluwalia’s goals was to in- 
troduce packaging solutions for an Indian exporter. A service 
called ‘FedEx Solutions for the Fashion World’ was introduced 
keeping in mind the distinct packaging needs of the textile in- 
dustry. Next, every member in Ahluwalia’s team broke down 
this goal into specific personal objectives in four different 
ways — customer objectives (communicating this service to 
the customer through direct emailers), internal processes re- 
quired (co-ordinating with the FedEx Packaging Design and 
Development Lab at Memphis), the financial objectives (the 
impact on the revenue growth numbers) and the skills and 
competencies the employee needed to fulfil these objectives. 
In this case, since India was the initiator of this particular solu- 
tion, it meant spreading the learning to other countries. 

Employees are encouraged to identify their weaknesses 
through a personal development programme (PDP). These 
could be general things like communication skills or dealing 
with conflicts in the workplace. What FedEx is asking through 
such initiatives is —what do you need to improve on to get the 
job done? 

This is where the organisational support comes in. FedEx 





has an online training library with 600 courses on things like 
leadership, project management skills, even something as ba- 
sic as presentation skills. Employees can log in and take any 
course, but need to pass. For example, to pass the course for 
presentation skills, one needs to make a PowerPoint presenta- 
tion to vice-presidents. This training then automatically goes 
into that person’s personal profile. An employee can also look 
outside the organisation for training needs. FedEx gives each 
employee $3,000 per annum as education reimbursement al- 
lowance — no questions asked and regardless of seniority. So 
even the coffee-boy can apply for this. 

Employees like Vidyut Kanth, senior marketing specialist, 
swear by these policies. Kanth joined FedEx as a salesperson 
six years ago. He first did a three-month certificate course 
from the Delhi-based Indian Institute of Foreign Trade 
through the tuition refund to understand the intricacies of a 
global logistics business, Kanth was interested in moving to 
the marketing function. So to facilitate that, advance data 
analysis was identified as one of his weaknesses under the 
PDP and he was trained in that. Last year, Kanth decided to 
beefup his CRM technology skills since one of his responsibil- 
ities is to handle regional loyalty programmes. So Kanth tu- 
tored himself in Siebel — also reimbursed by the tuition al- 
lowance. Says Kanth: “My manager helps me work out my 
absence from work so that I can take time off for training. It 
makes it very difficult to leave this place.” 
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-Living by the Credo 


SUPRIYA SUPRIYA KURANE 6c Re ee 
WANT my kids to work for J&J. If 
there is life after death, I would defi- 
nitely like to work for J&J again,” says 


Rajiv Patil, general works manager, 
Johnson & Johnson Consumer Prod- 
ucts. He has been in J&J for 22 years, hav- 
ing joined as a trainee. With attrition 
rates of just 4.64%, J&J claims to have 
lost only one high-potential employee 
in the last one year. But that’s not why it 
is at No. 3 on our list of great places to 
work. Employees describe J&J as ‘caring’ 
and ‘morally upright’, which is perhaps 
why it ranks so high. 

The seminar hall at J&J’s Mumbai 


head office is packed. The Credo, a protocol written 60 years 
ago by founder Robert Wood Johnson, is hanging on the wall. 
This one-page document outlines J&J’s responsibility to its 
consumers, employees, stockholders and the environment. | 
Managing director Narendra Ambwani is trying to revisit the 
Personal Code of Conduct (PCC) and the Credo with the sales | 
team. “The PCC and the Credo are central to every decision, 
and it is important that employees understand how to trans- | 
late these words into action,” says Ambwani. 

Every year, the HR team undertakes a Credo feedback sur- 
vey to test the climate and culture within the organisation. 


The secret of how J&J manages 


J63 CONSUMER 


PRODUCTS 





Annual sales n... $36 billion (Global) 
U aI I A, OES 1 P E e .500 
No. of women at senior mgmt levels ........ N.A. 
GOF LLTOVON 5 sh bassced gos senari ainar aktek 4.64% 
No. of employees with a tenure 

OLOVET.S VOORS a E EE S TAO T) F 370 
No. of employees over 44 years of age ..... 209 
RATI (On a scale of five) 
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to attract 


and retain top-notch talent 


Elayne Gonsalves, 
who has spent 32 
years in J&J, is a firm 
believer in the Credo 
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‘Each employee fills in a questionnaire. 
(We) use the scores to rate the company 
on 27 parameters that reflect employee 
perception on processes, policies, work 
culture, decision-making, and develop- 
ment within the company,” says Vikas 
Shirodkar, vice-president (HR). 

Two years ago, the survey threw up 
some unexpected results. The R&D divi- 
sion had rated J&J very low on climate 
for innovation. “Before the survey, we 
didn't realise that the R&D people felt 
stifled due to stringent product develop- 
ment norms; the survey highlighted 
their... need for creative expression,” 
says HR manager Trupti Mohan. 

So the R&D team was given training 


on how to innovate. An innovation cell was formed. Members 
tried to find ways to present their work more creatively, and 
the best proposals were sent to the Asia-Pacific headquarters 
for approval. “This worked so well that within two years the 
survey ratings from the R&D department had notched up 
considerably,” says Shirodkar. 

Though J&J’s pay package is around 60% of the industry 
average, it recruits from the top B-schools, “We aren't the best 
paymasters, yet we manage to attract talent... 
term commitment, but also encourage young blood,” says 
Ambwani, who has himself been in J&J for 27 years. 


We value long- 


Having many long-serving em- 
ployees means that exceptional per- 
formers cannot be promoted as 
there is no room to move them. “We 
are now moving people to foreign 
locations and giving them assign- 
ments at our global headquarters. 
This makes space for internal pro- 
motions. We also move people 
across functions so that they get dif- 
ferent perspectives,” says Ambwani. 

J&J has tied up with various B- 
schools for executive MBA courses. 
Ithas also tied up with an e-learning 
portal to provide articles to employ- 
ees on subjects of their choice. “Our 
initiatives (are meant) to make life 
simpler for employees so that they 
can concentrate on their work,” says 
Shirodkar. myjnjindia.com is a great 
example. The site gives employees a 
platform to interact with each other. 
It also takes care of tasks like apply- 
ing for leave, filing IT returns, loan 
applications and the like. a 
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AST month, Rajiv Gulati, the 

managing director the Rs 155- 

crore Eli Lilly and Company 

(India), was meeting a bunch 

of employees who had just 

been promoted from territory 

managers to supervisors. He began with 

a seemingly irrelevant question: “How 

many of you have children?” To those 

whose hands went up in the affirmative, 

he had another question: “How have 
they affected you as an individual?” 

“Oh! My son has become the centre 

O ofmy universe,” said one. “My daughter 

sł} needs a lot of attention and care,” said 

another. “I feel a greater sense of 

V) responsibility towards my children,” 

said a third. 

Gulati smiled, as ifhe had got the an- 

O swers to all his questions. “So treat your 

territory managers as you 

== WOUld treat your children,” he 

©) said. That’s just one way in 

which Eli Lilly India (ELI) em- 

TEN phasises a sense of care for its 

517 employees in India. And, so 

; © far, supervisors haven't let the 

organisation down. As a rule, 

4 the boss — the supervisor — 

meets every fresh recruit or 

transferred territory manager 

at the railway station. The su- 

pervisor also arranges accom- 

id modation and a place to eat, if 

needed. Some even go to the 

extent of making arrangements 








make the move into a new city as smooth as possible. 
So critical is employee care to the Eli Lilly organisation that 


, ployee (VoE) survey every couple of years. In India, this 


f practice has been adopted as a broader survey called the 


1995, 1998 and 2001 had concluded that managing 
f work and personal life was becoming a major chal- 


it reads the minds of its staff through the Voice of Em- | 


‘Health of the Organisation’. Consider how seriously | 
, ELI takes these surveys. Three consecutive surveys in | 


Through a deep sense 
of caring and by listen- 
ing to its employees, 
the company has 
created a highly moti- 


vated workforce. 
by Gina S. Krishnan 





lenge. Especially for the sales and marketing team | 











(which accounts for 450 of the 
517 employees). The industry 
norm was six working days a 
week. So ELI decided to give at 
least two Saturdays off every 
month. It was a tricky call — 
each representative calls on at 
least 10 doctors every day. Says 
ELI’s HR head Suresh Tiwari: “It 
meant loss of business, but we 
still went ahead with it because 
it was in the best interest of the 
employees and their families.” 
Besides, the company al- 
lowed its employees one week's 


for laundry and ironing of clothes in a conscious effort to | paternity leave. And though ELI always had 30 days of privi- 


| lege leave (PL) annually, nobody could ever utilise them due to 
excessive work pressure. So ELI made it mandatory to avail at 
least 15 days of PL every year. Gulati hopes that next year’s sur- 
vey would show the health of the organisation in a better light. 

A few other factors make ELI a great place to work. One, it 
gives equal growth opportunity to generalists as much as spe- 
cialists. Two, it gives high emphasis to employee involvement. 

Globally, ELI’s parent Eli Lilly Inc. depends heavily on 
cross-functional movements to make the organisation equ- 
ally attractive for specialists and generalists. And ELI has bor- 
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rowed this concept in its entirety. HR 
head Tiwari is actually a career sales- 
man while the finance head Sudhanshu 
R. Kamat was entrusted with the task of 
implementing the company-wide ERP 
system, normally the job of the chief 
technology officer. 

In most cases, a cross- 
functional movement 
works well, but some- 
times it can backfire. 
Recently, one of ELIs 
brightest sales persons 
was shifted to training 
where he did phenome- 
nally well. However, 
when afew years later, the 


ents,” says Kamat. 





organisation shifted him to brand manage- 
ment, it proved to be quite a struggle for the em- 
ployee. So, eventually, he was moved back to 
training. “At Lilly, we take risks with people. The 
organisation brings out the best of hidden tal- 


But cross-functional movement is not the 
only area where ELI takes risks. It even encour- 
ages initiatives that could make or break the 
company. For instance, for one year, ELI tried its 
hand at the generics business. Itwas an attempt 


Celebrating Lilly Nite: High performers let 
down their hair at an exotic location abroad 
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E How much time do you devote to HR and employee care? 

I can't sell. I can't discover, and I can’t manufacture anything. So that (HR) is 
my job. I have to keep them (the employees) motivated so that they are happy 
in their workplace and perform better. India is a source of talent and best 


practices for Lilly worldwide. 


E How many of your HR policies are homegrown? 

Almost 50%. We prefer to be a transparent and open organisation. And that 
holds true across all subsidiaries. Voice of Employee (VOE) is a system feed- 
back by which we hear what employees feel... about the organisation. Our 
interventions are based on employee feedback. I speak with everybody every 
quarter and update them on what is happening in Lilly India, its performance 
and... in Lilly Inc. Besides, stock options are given 


free of cost to Lilly employees... 


E How else does Lilly make itself 
attractive to the brightest minds? 
By the very selection process, we 
ensure that we select the brightest 


and most ambitious people. After a rigorous two 
years in the field they... (can) move across func- 
tions. They could be handling operations, the 
supply chain, HR, training or IT. Very few organi- 
sations would invest so much in grooming peo- 
ple.... Besides, (employees) get... an opportunity 
to work in any of the Lilly subsidiaries. 






Rajiv 
Gulati 
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to outdo Indian pharma companies at 
their own game and also hasten its own 
growth in the process. But the project 
failed miserably and ELI eventually sold 
its four generic brands to Nicholas Pira- 
mal. There were, however, no scape- 
goats. ELI simply went on to strengthen 
its patented products business. “So long 
as they learn from mistakes, people 
shouldn't be scared of making mistakes,” 
says Gulati. 

Of late, ELI has discovered an inter- 
esting way to bring in greater trans- 
parency in measuring performance — 
something that had rankled employees 
in the past. “Three years ago, there was a 
black box. People didn’t know how they 


will be evaluated and promoted,” says Gulati. So, now, instead 
of a one-point assessment by the superior, ELI has commit- 
tees of employees which assess the competency of colleagues 
for promotion. A talent assessment committee (TAC) is con- 
stituted every year by taking one person from each of the 
eleven departments to decide on promotions. The committee 
decides on the basis of a presentation made by the boss of the 
department. For middle and senior managers, a management 
committee led by Gulati himself, and comprising the heads of 
finance, HR and marketing takes the decision. Even transfers 
are vetted by this committee. 

Such employee involvement extends to other areas as well. 
For instance, at ELI, sales and marketing is as much a respon- 


sibility of other functions as it is of the 
sales and marketing department. 
Therefore, the top management per- 
sonally meets 200 of its most important 
customers. For this, ELI’s director (sales 
& marketing) Sandeep Sahney hands 
out a list of 20 customers every month 
to each member of the senior manage- 
ment team. 

ELI recently introduced one of par- 
ent Eli Lilly's interventions — a techni- 
cal competency model (TCM) — to 
help those employees who want to de- 
velop deep technical expertise and also 
want to progress in their specialised 
function. TCM was introduced after it 
was debated heavily in the cross-func- 
tional teams set up to assess the pros 
and cons of the model. 

It isn’t just intellectual growth that 
ELI emphasises — there are monetary 
benefits too. The company’s stock op- 
tion plan is already a big hit. In the past, 
Eli Lilly has given out 100 shares to all its 
employees worldwide free of cost. Last 
year, some employees made as much 
as Rs 14 lakh each when they sold their 
shares. That's a good way of taking care 
of one’s employees. 


HEN C. Deepak Kumar, systems architect, C O b d k 

Philips Semiconductors, was sent to the Philips E Bo oe stra 
headquarters in Eindhoven, Netherlands, for ; h | 
training, he took along his wife and one-year- bel lEVes t at peop e 

old daughter. The company had arranged ac- b d i 
onai for the faraly, but the Philips have to c nu rtu re In 
general manager, who Kumar was reporting to, was extremely = H 4 

apologetic: the apartment was on the third floor and there was h | S | | n e of b U SI n €SS ` 

no lift; how would the family cope with a small child? Kumar, ‘ 

who put in several years at the Defence Research Develop- by Mitu Jayashankar 
ment Organisation before joining Philips Software Centre 
(PSC), was touched by all this concern. “The Dutch are really 
warm people,” says Kumar. “Any country that I travel to, I 
know there will be someone from Philips to pick me up at the 
airport.” This is one company where the employees actually 
get the red carpet welcome they expect. 

“This whole business (software) is about people, so if this 
industry has to go on, then people have to be nurtured,” says 
CEO Bob Hoekstra, who took charge of the 330-people strong 
© centre in April 1999. Since then the software centre has grown 

to 1,000 employees. Six divisions of Philips, ranging from con- 
sumer electronics to semiconductors, send 
work to this centre. 
But Hoekstra's interest is not limited to 
amassing armies of code writers; he wants the 
© centre in India to design and discover features 
that can help Philips stay ahead in the elec- 
tronics business. This is not philanthrophic in- 
V) tent; the Indian centre’s maturity is directly 
(aD) linked to Philips’ competitive edge in the con- 
sumer electronics and semiconductor busi- 
QO ness. The software content in consumer elec- 
tronics is on the rise, and outside Eindhoven, 
=== India is the largest software base for Philips. 
For example, about 80% of software for DVD 
recorders are designed out of India. The com- 
j plete software development and system inte- 
gration for Philips’ audio juke box, which is 
© now ready for a launch, was done right here 
in Bangalore. 
. But there is a lot of ground to cover before 
the Bangalore centre gets into product design- 
co ing. Itstarts with the attitude of j 


people. “The style of working [Pom PHILIPS SOFWARE Í 
here is — you give me the 

specifications and I willdoa $ CENTRE 

great job of delivering on that,” 
says Hoekstra. “They (the em- 
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don't want to spend too much 
í 2 No. of employees with a tenure 
time on working on one of over 5 years 


domain, which means yo, of employees over 44 years of age 
they lack technical depth. 
Itis a culture that Hoe- 
kstra is trying hard to 
hang cOn- 7E 
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No. 5: PHILIPS SOFTWARE CENTRE 




















employees are being encouraged to come up with new ideas 
and research. 

The software centre has put together a team of patent 
search engineers, which encourages employees to come up 
with new ideas that can be patented. Every employee gets 
Rs 5,000 for sending an idea to head office and $750 when it is 
filed for a patent. So far more than 1,400 ideas have been filed 
and in the last two years 12 patents were granted. “A lot of great 
ideas start off sounding stupid. In fact, ifit isn’t stupid, it prob- 
ably isn't innovative. And we are trying to get people to thinkin 
that direction,” says Hoekstra. 

But while there are a lot of expectations from employees, it 
is not at the cost of their personal life. The Hoekstras often en- 


tertain employees at their home and go out of their way to | 


make spouses and kids feel comfortable. “It is not unusual to 
see Bob and his wife running around with our 
kids in the garden at these parties” says Anil 
Nayak, manager (corporate communications). 
In fact, a lot of emphasis is laid on striking an 
ideal work-life balance at Philips. Team leaders 
are given specific instructions to discourage em- 


Bob Hoekstra 
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ployees from working on weekends. The company keeps a 
close watch on the number of hours that each employee logs 
in; ifan employee puts in too many hours at work, he is pulled 
up. “That is because people here don’t know how to say ‘no’. As 
a result they end up committing to more than what they can 
deliver. Not only does it add to too much stress, but they also 
end up doing a poor job,” says Hoekstra. 

The company also helps people to find what they would 
like doing and work their way into that role. For example, 
Deepak Shetty started off in systems administration. “I did 
that for along time and when I wanted to join the group work- 
ing on TV technologies, I was accepted. I have stayed there 
ever since,” he says. 

The employees are again fortunate that the initial team 
that went to Eindhoven for training has been able to deliver on 


W What kind ofan organisation are you trying to build here? 

Philips has always rewarded innovation and we would like our engi- 
neers here to think on their own. The IT scene in India is overheated; 
people here have jobs, not careers. To build a career in technology, 
one must have technical depth. 

Everybody here wants to work on the latest technologies; but 
they don't want to spend much time on it, people move from pro- 
ject to project. When I joined Philips, my roommate was a guy who 
had spent30 years working on the same subject. I want to bring the 
same passion for technology here in India. 


E Howchallenging is it for you to work with a different culture? 
One thing that really perplexes me is that people here don'talways say 
whatis on their mind. 

For example people here find it difficult to say no, and I find that 
when they say ‘yes’, it doesn’t mean that they have understood every- 
thing, it only means ‘message received’ That is something I am work- 
ing hard to change. 


its commitment. “Because of them we get to work on digital 
TV technologies, DVD players, set-top boxes and video de- 
coders,” says Shetty. The excitement of working on latest tech- 
nologies coupled with a young and enthusiastic team makes 
the place vibrant. 

Since many employees have been around from the time 
the centre was set up, the bonds are strong. Little wonder then 
that 70-80% vacancies get filled by employee referrals. Last 
year two divisions — consumer communications and digital 
networks — were closed. About 70 jobs were lost, but the cen- 
tre decided that no one would be sacked. 

The company offered to retrain all employees and absorb 
them in other divisions. Though some chose to leave, about 40 
employees were re-trained and absorbed. 

“My closest friends work in this place,” says Subhadra Devi 
L., project manager (Upmarket TV), who joined Philips fresh 
out of college seven years ago. She was part of the first batch of 
employees who received their training in Eindhoven, and 
then later came and started the software group. But what 
made her stay back for so long? “Honestly speaking, I keep 
telling myself that I must look for a job six months down the 
line, but those six months never end.” a 
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No. 6: GODREJ CONSUMER PRODUCTS 





tory 





: Winning values 


The 100-year-old company has succeeded 
in marrying the grey and the green 


CEO Adi Godrej (extreme right) shares a table at the company cafeteria 


0000" 


ces to WORK 


© RANJU SARKAR 





DA N 1996, the joint venture between the erstwhile Godrej 
Soaps and Proctor & Gamble fell apart. The former was left 

ho without the basic building block of a consumer goods 
company — a distribution network. The company had to 

140) rebuild itself almost from scratch. “We had a situation of life 
after death,” jokes Visty Banaji, director (corporate HR) at Go- 


~ drej Industries. 
K CO cruit about 250 employees — 27% of its 
staff strength of about 900. The result 
was an organisation with an average age 
of 35 years. That was good, but the prob- 
lem was this team had to fit into a busi- 
ness group that was more than 100 years 
old and had core values of similar vin- 
tage. Marrying the grey and the green 
has been one of the challenges at Godrej 
Consumer Products (GCPL), as the 
company was renamed in 2001. 
“Its not about values alone, but 
winning the race while maintain- 
ing the values,” says Banaji. 
So Parivartan, a training 
"programme for newemployees, 
~ was launched in September 2000. 











And the rebirth pangs were real. The company had to re- 








GODREJ CONSUMER 
PRODUCTS 








No. of women at senior mgmt levels ............ 5 
Staff TUM OVEN: vic. orisi aaka kasi stele tes 5% 
No. of employees with a tenure 

OL, OVEN, TVORE siosio saaana tispa aati AASA 206 
No. of employees over 44 years of age ....... 75 
RATINGS (on a scale of five) 
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For that a team of 18 senior Godrej ex- 
ecutives were roped in from different 
parts of the company — sales, logis- 
tics and HR. Also, about 350 sec- 
ondary employees (those employed 
by the distributors) were put through 
the programme. 

“We thought of engaging consul- 
tants to talk to them, but realised no- 
thing works better than getting your 
own people to do that,” says Sumit 
Mitra, manager (HR). The impact of 
Parivartan was evident a few months 
later. In November 2002, a Gallup sur- 
vey on employee engagement show- 
ed that the field team was the most 
motivated group in the company. 

Diffusing knowledge throughout 
the company is encouraged in other 
ways too. Senior executives act as 
coaches. For instance, Jayant Khan- 
deparkar, who heads personal care 
and is a master coach, helped one of 
his junior managers learn the intrica- 
cies of making an acquisition. To in- 
volve youth in strategy, GCPL has the 


‘Red’ and the ‘Blue’ teams. They operate on C.K. Prahalad’s 
premise that if two teams work on a specific goal, the proba- 
bility of getting different and diverse views is much higher. 

Last year, the two teams were asked to prepare business 
plans for the next three years. They had to be presented to the 
executive committee of the board. The teams had their bud- 
gets and were free to consult anyone (except the other team). 

Around 18 of their ideas were incorporated in the com- 
| pany’s final business plan. These were taken up by a joint 
group — the Plum Team — for implementation. 


The constant desire of the organisa- 
tion to reinvent itself stems from the cul- 
ture created by CEO Adi Godrej. GCPL 
employees say that he leads the change 
and is involved in all the seminars and 
conferences for advancing ideation. He 
reads almost a book a day. “The proof of 
itis not in how many books he has read, 
but how much he has changed (him- 
self),” says Banaji. 

Senior colleagues recall how he has 
changed over the last five years. At a re- 
cent seminar, Godrej confessed that he 
was not a great communicator and not 
seen among the people. But he added: 
“This is what came out in the 360° ap- 
praisal and I changed (myself).” a 






tory No. 7: WIPROSPECTRAMIND 


-A caring campus 


SHELLEY SINGH 





OW do you keep 6,462 
youngsters who collectively 
answer 3 million calls a 
month — trouble-shooting, 
listening to complaints, or even get- 

ting abused — happy? 
WiproSpectramind (WSM) ch- 
airman-cum-managing director 
Raman Roy and vice-president (tal- 
ent engagement and development) 
S. Varadarajan (or Raja) need new 
answers quickly. But then so do 
other BPO offices across the coun- 
try. The industry employs close to 
170,000 people, but annual attrition 
rates continue to hover around 
O 30%. Roy says: “Why would fresh 

veba 





DILEEP PRAKASH 


graduates like to toil at night in our 
company, something that even x : 
N fheir poania oops of Its staffers listen to others’ problems, but 
ortunately, some answers are . . . 
(aD) already niiina in. For starters, Wi p roS pectra min d | iste ns to th el rs 
WSM is relying on a simple precept: 
QO open communication. “We are learning to listen to our peo- | tance learning classes. CONTACT (started late 2000), Culling 
ple. It’s the culture that allows people to talk that makesWSM | Out New Talent Actively, is the employee referral programme, 
== the place to bein, Ifwe start punishing the messenger, people | WSM also tries to retain a sense of fun at work. This is an 
Q vi clam up,” says Roy. | objective thatis notjust verbalised, butalso written down. The 
Now listen to Priscilla Easow, a customer care associate: | assumption is that an enjoyable workplace breaks the monot- 
ead “For individual problems we are free to approach anyone. | ony associated with BPO outfits. Recently, a bunch of people 
Even for a sensitive issue like career planning, we can go one | putWSM's coffee vending machines through a six-sigma drill. 
© level higher and approach a superior. For instance, though | Itactually helped reduce wastage and improve quality. 
agents typically want to become team leaders, not everyone | While a caring workplace does lessen the tedium of being 
4 can be accommodated. So the company allows employees | in a call centre, financial incentives, direct or otherwise, also 
who have put in a year to move to a new process, where they | help. For example, WSM has a budget of Rs 150-200 per em- 
O) can learn new things.” ployee per month to have a party, either 
Then there are ‘Town Hall’ meetings, Ẹ WIPRO- on the premises or outside at a disc or a 
where employees meet senior managers weekend getaway. Then Rs 25,000- 
to sort out problems. Online complaints SPECTRAMIND 30,000 a month is spent on 500 watches, 
are resolved within two days. Employees pens, caps and T-shirts, travel bags, that 





; AMID Ual SAO! AA EEE E Rs 196 cror i 
are also encouraged to name WSM’s a 6 is are given away as on-the-spot awards. 
new schemes to create a sense of owner- NE AE PASE EE NR - 16 Dubbed the Pragati initiative, it was 
ship. Raja cites STEP, SEED and CON- j sbi ee kicked offin early 2001. 
SA SUIMIOVED oot. So ckecsaccvarnscionchscamsavius ees 23% 3 


TACT as examples. The first is a WSM But all this doesn’t make WSM com- 
No. of employees with a tenure oes ag 

Talent Engagement Programme, of over 5 years ossessi o _ pletely attrition-free. Last quarter, 10.3% 
started in late 2001, where em- of the employees quit. Given that the 





No. of employees over 44 years of age ........ 8 
ployees can take up vacancies RATINGS company spends roughly Rs 30,000 per 
within the company. SEED, start- eee (00 aiscaleof five) = employee on training and development 
à : 3 Pride KKekkk A F: > = t 
edinApril2002,istheWSMEd- -——— ~~~ L444 alone, an attrition rate like this does 
ucational Enhancement and SAU k satb AA KARAK inch. Clearly, while HR managers like 
Development opportunities kkkkk P Z. E Bers 





Raja have found some of the answers, 
theyhaven'tfoundallofthemyet. W 
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Statement of Shri S. Behuria 


Chairman & Managing Director 


Bharat Petroleum Corporation Limited 


at the 50TH ANNUAL GeneraL MEETING 
of Shareholders in Mumbai, 18th August, 2003. 


Baer Shareowners, 


On behalf of the Board of Directors and on 
my own behalf, let me extend a very warm 
welcome to all of you in this 50th Annual 
General Meeting of the Corporation. The 
Directors’ Report and the Audited Accounts 
are already with you and with your 
permission, | take them as read. 


The year 2002-03 could be marked as a 
year of major changes in the working 
environment 
and structure of 
the oil industry 
in India. | am X 
extremely happy to inform you that the BPC 
group has posted sterling performance 
during the year, clearly indicating its 
preparedness to accept these changes. 
During the years to come, we are confident 
that this performance would be surpassed. 





Recently, the Government has announced 
its intention to divest shareholding in BPC 
by way of a public issue, making BPC a 
board managed company. This 
morning, | intend to share with 

you a few thoughts on the 
business conditions being 
faced by your company, 
the expected changes 
and BPC’s readiness to 
take on the challenges. 


The Economy 


The rate of growth in India’s 
Gross Domestic Product 
(GDP) during the fiscal year 
2002-03 was about 4.1%. An 

imbalanced monsoon leading to pockets of 
drought and a sharp decline in the 
agriculture sector output, continued 
sluggishness in the world economy and the 
stand-off in the Gulf resulted in low growth. 
The growth in GDP was mainly due to the 
increased role of the services sector. In line 
with GDP growth, the oil sector also saw a 
small recovery in growth patterns and the 
oil demand increased by 2% during the year. 


The current year, on the other hand, looks 
very promising. We are experiencing a very 


| Volatility continues to be the main feature 















good monsoon after a period of about 3 
years. Most of the sectors like infrastructure, 
automobiles and manufacturing are 
showing encouraging results and it is 
expected that the economy would grow at 
a much higher rate this year. 


environment. The year saw considerabl: 
changes, including frequent changes ii 
retail fuel selling prices, both upwards anı 
downwards — so far unheard of by thi 
consumers. It also meant product purchase: 
on a commercial basis, purchase of crude 
oil based on commercially negotiatec 
contracts from both domestic anc 
international suppliers etc. The BPC grout 
has reported a very strong performance 
during this period showing the results o 
| efforts taken by one and all during the 
| T i i earlier period 


k AEA 


World Energy Markets 


of the international oil markets. In the 
recent run-up to the Iraq war, international 
prices of crude and products increased 





SE 






The combinec 
Refinery 
throughput a 
BPC’s Refinery at Mumbai, KRL and NRI 

increased from 17.8) 


significantly. This resulted in a spiralling 
effect in the domestic market and a major 
portion of the increased prices was required 







million metri 

to be shared between the consumers and tonnes (MMT) tc 
the oil marketing companies. While 18.17 MMT 
domestic prices moved with Gor cotuar 
international prices for all industrial market sale; 
products, the oil companies increasec 
moderated increases in retail from 19.9 
product prices ~ MMT tc 
maintaining SKO and 20.53 MMT 

LPG prices and not In addition 

passing on the full the groug 

impact in MS and also exportec 

HSD prices to the 0.69 MMT o 


consumers. products 


Financially, the groug 
companies achieved a sales turnover o' 
Rs.568.18 billion (56,818 crore), up by 24% 
and group profit after tax (PAT) increasec 
by 81% to Rs.18.22 billion (1822 crore) 
After setting off the minority interests, Groug 
Earning Per Share (EPS) increased fror 
Rs.31.04 to Rs.51.76. This robust Group EPS 
shows the strong synergies between the 
various parts of the BPC group and the 
benefits derived from the subsidiary 
companies for the BPC shareholders. 


With the beginning of 
the war, many of the 
uncertainties in the 
market had vanished and 
international prices have 
eased considerably. The 
possible re-entry of Iraq in the 

world oil market may disturb the current 
demand-supply balances, as Iraq has the 
capacity to produce crude oil at cheaper 
rates, due to their high yield per well. 
However, considering the current energy 
balance and low stocks held by most of the 
countries, we expect that the current price 
levels will continue for some more time. 


BPC as a company also performed fairly 
well. Domestic market sales increased fror 
19.15 MMT to 19.86 MMT, registering c 
3.71% growth and it is very heartening tc 
note that BPC has increased its market share 
in all the four products, which were 
deregulated effective 1st April 2002. Over 
the last five years, BPC has increased its 


Performance 


Last financial year was the first year of 
operating in the ‘fully deregulated’ 





market share from 21.5% to 22% giving a 
‘Cumulative Average Growth Rate of 3.2% 
- which is the highest in the industry. BPC 
achieved a 21.77% growth in sales turnover 
‘rom Rs.398.30 billion (39830 crore) to 
Rs.485.02 billion (48502 crore). The gross 
brofit before interest, depreciation and tax 
increased by 28.66% to Rs.27.20 billion 
2720 crore). Profit after tax showed an 
ncrease of 47.09% from Rs.8.50 billion last 
vear to Rs.12.50 billion (1250 crore). BPC 
faas earned a return of 28.6% on networth 
and 16% on the capital employed. The 
ROCE compares very favourably to the 
weighted average cost of capital. Efficient 
financial management has also brought 
down the debt equity ratio to 0.69, down 
‘rom last year’s level of nearly 1. BPC was 
awarded the Businessworld’s Most 
Respected Company Award for the year 
2003 in the Petroleum and Petroleum 
Products Sector. 


Keeping in mind the shareholder's interests, 
dividend has been increased further to Rs. 15 
ber share. Total dividend alongwith 
dividend tax would give a payout ratio of 
nearly 40% of PAT. 


During the first two months of the current 
year, oil demand declined further. The 
‘ransporters’ strike and heat wave that 
engulfed many parts of the country affected 
bales considerably. The whole industry 
witnessed reduction in sales volumes. 
However, the third month provided the silver 
ining to the cloud. On an overall basis, the 
BPC group has maintained sales volumes, 
as against reduction reported by the 
ndustry. Traditionally, the BPC 
refinery has also been taking 
ts scheduled shutdown 
during the first quarter. 
Despite these reverses, 
the group has managed 

a profit after tax of Rs.512 

(crore, out of which Rs.319 

rore were generated by 

BPC. The increase in 

profits was primarily due 
to the higher marketing 

margins and some prior 


eriod income. Bi 
Bompetition in Retail 


After deregulation, the Government has 
jallowed four more players to sell automotive 
fuels. As and when the new players enter 
tthe oil sector, they would pose stiff 
competition to the existing players. The 
market would turn from a seller's market to 
a buyer's market and the customers and 
consumers would be calling the shots. BPC 
welcomes competition as it has always stood 
for openness, innovation and transparency 
at all times. 


On deregulation, the concept of ‘Marketing 
Plans’ giving a controlled growth to all oil 

















companies has been abolished. Taking 
advantage of the same, BPC has planned 
an aggressive growth strategy in the 
retail sector. The retail network would 
be increased by about 700 new sites this 
year. A number of resitements have also 
been planned in order to correct the 
unprofitable allocations during the 
planned days. The new network would 
be more robust and would focus on the 
proper trading areas. 


To retain its position in the competitive 
market, BPC has been taking a number 
of steps. The initiatives already taken 
include a customer focused organization 
structure, new technologies, guaranteed 
quality and quantity through ‘Pure for 
Sure’ outlets, customer friendly schemes 
and ‘In and Out’ outlets, amongst others. 
BPC has now 1.2 million loyal Petro Card 
customers. We have also enrolled 

3 lakh FleetCard customers. 
The ‘Pure for Sure’ 
campaign now covers 
nearly half of BPC’s 
sales and would be 
extended to about 80% 

of the sales by the end 
of the year. These steps 
would not only allow 
us to retain our market 
share but would also 
give us growth. 


Highway retailing too, is 
emerging as a key area with vast 
opportunities. With an improved network 
of highways, highway travel both for 
business and leisure has been 
on the rise and this is one 
area where the need for 
convenience is felt the 
most. BPC’s OSTS’ 
located on the golden 
quadrilateral, offering 
a range of services 
including dhabas, 
restrooms, shops etc., 
under the ‘Ghar’ brand, 
would endeavour to 
create a ‘home away from 
home’ experience for the 
highway customer. 


‘Speed’, the first branded fuel in the country, 
introduced last year, has cornered nearly 
60% of the premium fuel segment. ‘Speed’ 
is now available in approximately 380 
outlets in 18 cities across the country. As a 
consequence, BPC bagged the ‘Award for 
Achieving Brand Excellence in Marketing - 
Speed & Bharatgas’ at the 2nd Indian 
Express Awards for Marketing Excellence. 
Recently, we have also introduced ‘Speed- 
93’, a high octane oil giving the advantages 


of the multi-functional additives available | 


in Speed. The new fuel would cater to the 
newer sophisticated engines of the modern 
automobiles. 












Other Businesses 


BPC has been a trendsetter in taking 
various initiatives that ensure comfort, 
convenience and reliable service to its over 
17 million LPG customers. All customers 
can book their refills round-the-clock at all 
distributorships, with guaranteed delivery 
of refills within 24 hours, on all days of the 
week, at the convenience of the customer. 
The new computer based package installed 
at all distributorships helps tracking of 
customer consumption and pro-active 
deliveries. BPC has also pioneered the 
24-hour Bharatgas Helpline, which has 
been implemented in all major markets. 
Noting the encouraging response 
from customers, BPC’s online LPG 
booking facilities on its portal 
http://www.ebharatgas.com has now been 
extended to 6.2 million customers in 
51 cities. Booking of refills through 
the four digit number ‘1712’ is 
also continuing in most 
major markets. In addition, 
43 Customer Relation 
Centers are operational 
all over the country, to 
provide assistance on all 
LPG related matters to 
the customers. 


Recently, BPC has launched 
an initiative, through which 
the LPG consumers can check 
the weight of the cylinders on 
delivery on a ‘Salter Scale’. The scheme 
has been launched in Delhi City and some 
more markets in Northern Region and is 
being extended to the rest of the country in 
a phased manner. With this, the confidence 
levels of the customers have gone up 
substantially. BPC is also implementing 
reticulated LPG in large building complexes 
to enhance customer convenience. 


One of BPC’s major thrust areas is customer 
safety. It has decided that all new LPG 
consumers would be provided with an anti- 
rodent hose branded ‘Suraksha’. Even 
existing consumers can now switch over to 
‘Suraksha’ at an affordable price. This hose 
is developed by LPG Equipment Research 
Center, Bangalore. With BPC’s efforts, the 
price of this hose has been brought down 
by about 30 to 35%. BPC is in the process of 
providing additional services to its valued 
Bharatgas consumers with the help of 
partners like M/s. Hindustan Lever Limited, 
M/s. TTK Prestige Limited and M/s. Hawkins 
Limited for supply of various kitchen related 
items. 


The lubricants consumers of the unified 
‘MAK’ brand would be supplied with 
products of international standards from the 
new upgraded plants in Mumbai and 
Kolkata. In order to bring in better quality 
control, BPC has decided to produce base 
oils at its Mumbai refinery. The industrial 





a 


customers would be serviced through 
the ‘Pure for Sure’ guarantee and 
through electronic B2B initiatives. The 
tviation customers are being serviced 
through the state-of-the-art ‘Astra 
Nova’ apron management system. 


Overall, we are confident that with the 
new and existing customer focused 
initiatives, our market share would be 
maintained and increased. 


mpowering People 


In keeping with the rapid changes in 
the petroleum sector, key initiatives to 
empower the staff have been instituted 
by the Corporation. Competency maps 
for critical positions in the Corporation 
have been developed, which will 
identify developmental thrust needed 
for the job holder to be more effective 
and successful. The forum of IDEAS 
started three years ago has become 
extremely popular, with the number of 
creative and innovative ideas 
submitted growing considerably. Re- 
skilling and redeployment of workmen 
continues to be a focus of the 
organisation to optimize manpower 


utilization. The Corporation has | 


decided to institute a Bharat 
Petroleum Scholarship 
Scheme to support 
bright and talented 
students in their 
pursuit of higher 
learning in India 

and abroad. We 
propose to award 

over a crore of 
Rupees each year to 
students in India on 
this behalf. 


Product Security 


With the introduction of KRL and NRL 
into the BPC group, the gap between 
demand and product availability has 
reduced considerably. BPC still remains 
deficit on the product supply, particularly 
in the Northern Region. For the first two 
years of deregulation, oil companies 
had signed product exchange and 
infrastructure sharing agreements. 
These agreements would come to an 
end by 31st March 2004. 


To address this requirement, a number of 
steps have been taken. To start with, the 
capacity of the BPC refinery is being 
increased to 12 MMT per annum by end 
October 2004. The Mumbai-Manmad 
pipeline has been extended to Indore and 
would be commissioned shortly. BPC is 
also in the process of putting up a new 








pipeline alongwith NRL and Oil India 
Limited from Numaligarh to Siliguri. In 
addition, we plan to enter into contracts 
on purchase sale basis with the other 
players in the country. We are confident 
that with these arrangements, the 
product security issues would be 


resolved. In the long term, product | 


would also be available from the 
proposed BORL refinery at Bina. 


xploration 


The BPC group currently processes 
about 20 MMT of crude oil. In order to 
have reasonable supply security, 
hedging of price risks and benefits of an 
integrated supply chain in the 
volatile oil market, it has 
become necessary for BPC 
to explore other avenues 
for securing our own 
equity crude by 
entering the 
upstream sector. 
Further, in view of 
the recent trend of 
increasing 
displacement of liquid 
fuels by natural gas as an 
environment friendly 
product, it has also 
become imperative that 
the company enters the 
gas business to 
maintain its share in 
the energy market in 
the country. With 
these objectives, BPC 
has proposed an 
entry into the 
upstream sector, 
covering both oil as well 
as gas. 


The Exploration & Production 
(E&P) business is considered a high risk, 
high return business. It is typically divided 
into three phases, viz. Exploration, 
Development and Production with 
decreasing risk association. Sale of 
stakes in the assets, called ‘farming-in’, 
is a regular feature in all the phases. In 
order to balance the risks, BPC would 
be looking into a mix of exposure to all 
the three phases with an E&P budget of 


Rs. 10-15 billion (1000-1500 crore) over | 


the next five years. 


Divestment of 


Government Equity 


The Government of India has 
decided to divest 40% of BPC’s equity 
held by them through a public issue, 


both in the domestic and international 
markets. The Ministry of Divestment has 
appointed an inter-ministerial group to 
go through the process of divestment. 
| After the issue, the company is 
expected to be Board managed with 
Government holding at 26%. This 
company, alongwith IOC and the 
divested HPC, would provide the 
necessary competition and protect 
consumer interests. 
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In the Nokia society, all employees are 
treated as equal citizens 


At Nokia, whichever part of the globe you 


are in, the work culture is the same 


ANUP JAYARAM 





And no fancy designations. 
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was on leave, he would have to chalk out 
a marketing plan to ramp up mobile 
phone sales. The EMI-based plan that 
he came up with wasn't quite what man- 
aging director Sanjeev Sharma had in 
mind. Yet, Sharma okayed his ideas. As if 
that was not enough, within10 days 
Phokela was in Goa making a presenta- 
tion to distributors. “In less than a fort- 
night I felt like a veteran Nokia 
employee,” says Phokela. 

Despite its very flat structure, 
the opportunities for career de- 
, velopment at Nokia are im- 
mense. Ask Suman Bhandari. 
# A secretary till a year ago, today 
she is a project coordinator in the 










HEN Ravneet Singh Phokela joined Nokia India as | 
brand marketing and CRM manager four months | 
ago, he walked into one of the flattest organisations | 
imaginable. There were effectively only two key des- | 
ignations: executives and managers. That meant, unlike most | 
Indian companies, no routine promotions every 2-3 years. | 


There were other striking differences. Within four days of | 
joining, Phokela was informed that since his immediate boss | 





-A flat universe 


R&D division. Employees can map 
out their own career-growth plans in 
consultation with the HR team. 

The HR department also closely 
tracks every employee's progress. 
Every September, Nokia employees 
across mobile phones, networks 
and two R&D divisions set up teams 
comprising 6-8 employees. Each of 
these cross-functional teams has 
employees from marketing, sales 
and logistics, who would already 
have submitted a performance rat- 
ing of themselves, the company, the 
division and so on, on various para- 
meters. The teams are told to for- 
mulate an action plan and improve 
on the parameters with the lowest 
scores. The HR department coordi- 
nates this exercise and reviews 
progress every quarter. 

Nokia runs like a true commune: 
all employees are treated equally. So 
everyone flies economy class and 
stays at Taj Hotels. All Nokians have 
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a Communicator as their mobile phone. And everyone from 
the head to the guy who joined yesterday — all 52,000 Nokia 


B NOKIA INDIA 











Annual sales „s.s.s $34 billion (Global) 
S E D R N a An on aa n a a 166 
No. of women at senior mgmt levels ............ 1 
Soff tUTBIOVEN E AAT E EE 6.25% 
No. of employees with a tenure 

Of/OVER AI E EEES 29 
No. of employees over 44 years of age ........ 3 
RATINGS (On a scale of five) 
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employees worldwide — have the same profit sharing 
arrangement. This could range from 1-5% of its EPS globally. 

What seems to spur Nokia employees to perform well are 
the non-monetary benefits. Take V. D. Raju, manager (digital 
services), who has been with Nokia since December 1995. 
Raju spearheaded the Kodak initiative with the Nokia 7650 
camera phone. Congratulatory emails poured in from every- 
where — a strong motivator for Raju. The company is even 
replicating his initiative across Asia Pacific. 


The Nokia culture is the same world 
over. Sanjay Bhasin, director (India strat- 
egy) who has spent two years in Finland 
anda year in London observes: "Nokia is 
a melting pot of people, based on the 
egalitarian society that exists in Fin- 
land." Nokia also offers a lot of opportu- 
nity for its employees to work globally. 

So, what does all this translate into? 
Well, one of the lowest industry attrition 
rates for one. In India Nokia has a lean 
team. There are just 19 people in the mo- 
bile phone business. The networks divi- 
sion is fatter — it has 56 employees. This 
compact team probably keeps Nokia 
nimble as it tries to tighten its hold on 
the mobile telephony market in India. $ 
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T. SURENDAR 


MILE. You are now entering 
Planet Fun,” says a hastily scrib- 
bled poster stuck on the main 
glass door of Birla Sun Life Insur- 
ance’s sixth floor office in a small bylane 
in a Mumbai suburb. You wonder what 
that means. The workplace itself looks 
no different from any dowdy finance 
company office. There are the regulation 
cubicle farms, the computers, the files... 
What is different is the nervous energy 
the young employees exude. 

They feel the thrill of working in a 
high-growth industry. Shrikant Sharma, 
a senior executive and chartered accou- 
ntant, has little time to think of anything else. With just a few 
years experience in insurance, he is now responsible for key 
filings to the insurance regulator. Ravindra Mukaddam, a se- 
nior manager who joined from Life Insurance Corporation, 
has his calendar bulging with schedules for the insurance-re- 


Staff turnover 


of over 5 years 


Pride sto 
Camaraderie 


Fun place to work 


lated training programme he designs for recruits. Says | 


Sharma: “The organisation gives you all the work you can do. 
That makes us eager to come back to work each day.” 

Birla Sun Life is a young company in the new, fast-growing 
private insurance business. Though it does not sell more poli- 
cies, it leads the pack in terms of the average size of life insur- 


Despite work pressures, Birla Sun Life’s 
© emp 


Happiness 


BIRLA SUN LIFE 
INSURANCE 





No. of women at senior mgmt levels . 


No. of employees with a tenure 


No. of employees over 44 years of age 
RATINGS (Ona scale of five 


Development opportunities 





loyees are brimming with enthusiasm 


insured 


ance policies. The company has grown 
at a blistering pace. It had just 67 em- 
ployees in January 2001, a few months 
before the commercial launch. It will go 
up to 1,600 by 2004. Reema Walia, man- 
ager (product development), who 
joined eight months ago, says that there 
are more opportunities for growth in in- 
surance as itis still a nascent industry. 

< But can the excitement of growth 
alone keep employees happy? Selling in- 
surance policies is tough. A lot also de- 





kkk 3 
y E r a pends on the agents. Pressures on the 
pa E r era sales teams can be unbearable at times. 
kikk And if nothing is done, this could result 


in attrition. Also, insurance firms em- 
ploy a lot of people on contract for sup- 
port functions like preparing the actual policy or attending to 
queries. Any difference in rewards between actual employees 
and the rest could bring down the quality of service. 

Even before the commercial launch, assistant vice-presi- 
dent (HR) Venkatachalam K.H. brought in measures to evalu- 
ate performance. Just one underlying criterion dictated re- 
wards: performance. It held true across the organisation, 
whether it was insurance agents or contract workers or em- 
ployees. For example, the sales head does not get any variable 
pay as he doesn't do any actual selling. Says Mukkadam: “An 
element of fairness and transparency was built into the sys- 
tem. Then as the company kept its 
word over the last years, our trust in 
the system increased.” No wonder 
the employees ranked the manage- 
ment high on trust and honesty in 
its business practices in our survey. 

Can this model work as the com- 
pany grows and its employees seek 
better career prospects within the 
organisation? In the initial years, the 
company focussed on establishing 
itself in the market. You would often 
hear employees saying that they 
have not been trained enough to 
take more challenging jobs. Mukka- 
dam is yet to go in for a managerial 
training programme. The company 
recognises the need. Three months 
ago, Venkatachalam hired a full- 
time training manager who is study- 
ing the training needs of employees. 
Sharma says: “If the job continues to 
be challenging and there is room for 
growth, there should be no room for 
complaints.” Li 
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CADBURY INDIA 


A taste for fut 


A better work environment is delivering results 
through consumer insights and innovation 





RANJU SARKAR 


this is achocolate company after all. 
“You have a culturally different Cad- 
bury today,” says Bharat Puri, CEO, Cad- 
bury India. A Cadbury where Puri is try- 
ing to get employees to enjoy every 
moment of their worklife. In one of the 
first conferences he attended after join- 
ing Cadbury as director (sales and mar- 
keting) in 1998, Puri had made his sales 

people take off their neckties. 

Liberation was at hand. 

) Putting the fun factor into Cad- 
bury was crucial for another rea- 
, son: Puri feels the company has 
’ tocreate a culture that gives in- 
’ sights and supports innovation. 
~ “The challenge was to actualise 


UST two years back, a casual visitor to Cadbury India’s 
headquarters could easily have mistaken it for a govern- 
ment office. That's the impression long corridors and mo- 
saic floors leave on people. But that changed in 2001, 
when the management realised that a chocolate company 
should be all about fun. It completely reconstructed its office 
— Cadbury now has a gym, a cafeteria and piped music. Hey, 








the potential of the brand,” 
says Puri. He believes the top 
management should be 
judged on three parameters: 
“One, are we growth exem- 
plars? Two, are we an action 
company, where you are en- 
couraged to experiment and 
the cost of failure is not high, 
but there's a bias for action? 
And three, is this an organisa- 
tion where you get up in the 
morning and say, ‘Ah! I have 
to go to work’?” 

The third is key. At the end 
of the day, the insights have to 
come from employees. “Fun 
and joy is being transferred to 
the workplace and the mar- 
ketplace,” says Radhakrish- 
nan B. Menon, director (HR). 
So, every year on 18 July, the 
founding day of the com- 
pany, employees are encour- 
aged to go out in the market 
and provide feedback. The 
cross-functional teams that 


SANJIT KUNDU 


fan out on Cadbury Day comprise people from different func- 
| tions—no boundaries, no silos. Each team looks at segments 
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Annual Sales .........s:cccceeseeee Rs 687.30 crore 
SUP A TAE E EPA E E RADIROS 1,910 
No. of women at senior mgmt levels ....... None 
STATE LUIMOVEL 3... eubsasuchinstspstids-cnsaneaded 6.39% 
No. of employees with a tenure 

OF. e Aoa O I EE E codes cevoeegpana 1,222 


No. of employees over 44 years of age .....530 
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or issues like children, youth or affordability. Once they give 
their insights, they are asked to implement the change. 

The increasing involvement of employees has helped Cad- 
bury launch several products like Chocki, Delite and Bites. It 
has also allowed the company to explore channels like Pan- 
taloons and SMS-based vending machines in offices. 

When Puri joined the organisation, Cadbury was fairly hi- 


erarchical. He realised that people 
needed to be empowered. So, Puri has 
tried to decentralise decisions to the lo- 
cal area manager's level. 

Today, if a manager has an innova- 
tion idea, he will immediately get a bud- 
get. “We would like to have area sales 
managers rather than area sales execu- 
tives,” says Puri. 

Three-four years back, it took Cad- 
bury nearly 12 months to launch a new 
product. Chocki, the liquid chocolate, 
was launched in three months. Going by 
the slew of new launches, it sure seems 
that employees are beginning to enjoy 
working in India’s biggest chocolate 
company. Z 
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HR manager Shilpa 
Vaid regularly inter- 
acts with mentor and 
CEO Stuart Purdy 


GINA S. KRISHNAN & NAVJIT GILL 





Company, used to interact with managing director Stu- 
art Purdy practically every day in the course of her job. 
But since end April, their relationship hasn't quite been 
the same. That was when they met for a mentor-mentee inter- 
action lasting two-and-a-half hours. 
The two spent the time getting to know 
each other and their families. Since then 
they have had three such sessions, apart 
from regular interactions over the 


DINESH KRISHNAN 


HILPA Vaid, an HR manager at Aviva Life Insurance | 


| F AVIVALIFE 
INSURANCE 


:People friendly 


Here’s an insurance company 
that tries to integrate agents 
with full-time employees 


Purdy came to India in January 2000. His arrival coincided 
with the painfully slow prising open of the insurance sector. 
Since then he has been shaping the organisation with his 
unique brand of people-focus. 

“We have been lobbying Irda (Insurance Regulatory Au- 
thority of India) to allow us to treat our agents as employees 
who can get benefits, not just commissions,” says Purdy. He 
and his HR head, Anuradha Purbey, believe that their agents 
are as much full-timers as Aviva’s sales managers and actuar- 
ies. This is communicated to the rank and file through actions. 

Aviva has involved all employees in the start-up right from 
the word go. In October 2001, even before it was selling insur- 
ance in India, the company held a visioning programme 
called Navkriti. Its 100 employees went through workshops 
and conferences to decide two things: what should their ob- 
jective be and what should their behaviour be like. 

Avivais also trying to chart a clear career path for its agents. 
Navneet Chauhan, who joined as a financial planning advisor 
(FPA), is treading it right now. After working in the field for a 
year, he was taken on the rolls as a sales manager. “I have had 
almost five years of experience working in the field in the 
pharmaceutical and the financial sectors. Despite being a 
high performer, I saw no opportunity to grow,” he says. 

With 17 offices and 800 FPAs, growth is very much on 
Aviva'’s mind. But underlying the expansion is the compelling 
need to keep its employees productive and happy. Attrition 
rates are as high as 30% in insurance. 

Aviva realises that compensation may be just a hygiene 
factor. So the company is doing its best to emphasise culture, 
values and emotional ties. 

Each month Purdy addresses every- 
body through a meeting called ‘Town 
Hall’ and he takes at least 12 questions 
related to Aviva. Navkriti made every 
employee and agent a stakeholder in 
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At Hindalco size of operations is not the only benchmark for growth. 
Growth in our product range, growth in our customers’ satisfaction 
and trust, growth in our efficiency and growth in our confidence 
have all contributed to make Hindalco the largest integrated 
Aluminium manufacturing facility in India with ISO 9002, ISO 14001 
and OHSAS 18001 Certifications. Our product range include : Ingots, 
Billets, Wirerods, Rolled Products, Extrusions, Foils and Alloy Wheels. 
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PRINCIPAL OFFICE & WORKS : PO. Renukoot - 231 217, Distt. Sonbhadra (U.P) INDIA, Phone : (05446) 252077-79, 254791-96, Fax : (05446) 2 |: hindalco.rkté 
REGISTERED, MARKETING HEAD OFFICE : “Century Bhavan”, 3" Floor, Dr. Annie Besant Road, Worli, Mumbai-400 025 (INDIA) Phone : 91-22-56626666, 240308491, Fax 2422758 jE a 
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No. 12: TATA TELESERVICES 





NAVJIT GILL 





ORE than two decades back, Oxford zoologist 
Richard Dawkins extended Darwinian evolution to 
culture. He proposed that culture is transmitted by 
imitation and ‘memes are the units that allow it to be 
passed on. If Dawkins is right, then the Tata Memes must be 
particularly dominant. They have carried the Tata values to 
scores of organisations — old economy and new. The youthful 
Tata Teleservices, which launched its basic services in March 
1999, is one of the lucky recepients of the Tata memes — and 
the values that they encode. 

Itis mostly the sheer pride of being a 
part of the 120-year-old Tata legacy that 
attracts and holds people back in the 
Andhra Pradesh circle. Even though the 
firm is not the best paymaster in the 
business, it has a mere 4% attrition rate 
(industry average: 17%). Subodh Kumar, 
senior manager (network performa- 
nce), who has been at the firm for 
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Staff turnover 


of over 5 years 


Vice-presidents M.A. Madhusudan (L), 
and B. Ramanand (R), and HR head Vipul 
Singh spot colleagues in a picture of the 
firm’s earliest employees 





TATA TEVESERVICES 
Gl? Cite es) 





No. of women at senior mgmt levels 


No. of employees with a tenure 


Just rewards 


The company has a performance appraisal 
system that actually seems to work 


giving in to those demands has 
given us a huge reputation.” 

But Tata Teleservices is not just a 
clone of the Tata organisations be- 
fore it. One of the evolutionary ad- 
vantages it has acquired is a perfor- 
mance management system that 
actually has employee respect. Ac- 
cording to a third-party research re- 
port, on fairness, the employee 
scores were 80% in 2001 and 90% in 
2003; while on linkages between 
appraisals and rewards, they were 
81% and 84%, respectively. 

“In this organisation, you carry 
work load but not the pressure that 
the job could be under threat. That’s 
because you know clearly how the 
performance has been,” says A.V.S. 
Prasad, assistant manager (finance). 
That’s partly because an employee is 
first evaluated within the function 
by everybody at the next level and 
;_ then by the next level of other func- 

tions. The scores are plotted on a 
normal distribution (a relative rating is given) at the emplo- 
yee’s level, across different functions, the circle, and, finally, 
the company. An appeals process keeps everybody honest. 

The performance management system is the key impulse 
for some of the most significant people-related initiatives in 
the AP circle. Like other group companies Tata Teleservices 
wants to become a world class act by following the Tata Busi- 
ness Excellence Model (TBEM), which is based on the Mal- 
colm Baldrige Award. Implementing TBEM is a component of 
the performance appraisal of functional heads. 

The man who introduced the performance management 
system at Tata Teleservices, S. Varadara- 
jan, is now with another company on 
our list: WiproSpectramind. But his for- 
mer lieutenant and current AP circle HR 
head, Vipul Singh, is still refining the sys- 
tem alongwith COO Sandeep Mathur 
and other senior guys. 

Mathur knows that the system can 
help him hold on to people with CDMA 
3 andother scarce skills. “People will help 







bribes from Tata Teleservices. Not 
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five years, feels the respect the No. of employees over 44 years of age ........ 5 us meet our key challenge of acquiring 
Tata name gets cannot be mat- RATINGS (On a scale of five) and retaining customers as well as grow- 
ched by rivals trying to poach tal- p da kik ing revenues. We now have to improve 
ent. “Initiallywhenwecamein, camaraderie Dara OUr recognition practices and give em- 
because you had to go through Development opportunities id ployees key skills that are in short supply 
the DoT, they were expecting 5), place to work se Re ari in this business,” Mathur says. By now, 


that’s probably part ofhis appraisal. Ml 
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No. 13: NIIT 





tory 


SHWETA VERMA 


N December 2001, NIIT was in a 

quandary. It was time to celebrate 

the annual day, but the company 

had nothing to cheer about. This 
time there were no happy tales to share. 
The IT training industry was passing 
through its worst phase. After seeing a 
year-on-year growth of 40%, revenues 
had started declining at an alarming 
rate of 25-30% and the company was 
under tremendous pressure. “It was a 
tough situation and we cracked our 
heads over it for a long time. One way of 
tackling it was to ignore the gloom 
around and pretend that everything was 


fine. But after a lot of deliberation, we decided not to beat | 
about the bush. We had to tell our people what we were going 
through,” says Rosita Rabindra, vice-president (HR), NIIT. 
Sure enough, that year the staff was told that yes, things | 
had gone bad. Chairman Rajendra S. Pawar travelled to all the 
offices and had a heart-to-heart talk with employees. “There | 
was no question ofhiding anything, we had to confront reality. 
Butit was a sensitive situation and we had to present the facts | 
ina balanced way,” says Pawar. Surprisingly, the response was 
quite positive. “Instead of creating insecurity, we managed to 
generate a lot of support,” remembers Rabindra. “They felt 


A culture of openness and a people-centric 
attitude is what keeps the NilTians together 


den 





E ET T oe nceh Rs 800 crore 
Sell fas gn ys E AE A A E E 3,457 
No. of women at senior mgmt levels ........ 134 
SLE TUTMIOVEN sacii nri an i 15.20% 
No. of employees with a tenure 

OF OVEL S VOMS. sstyestoodoscasiuse.octusadedounaae 749 
No. of employees over 44 years of age ....... 81 
RATINGS (On a scale of five) 

Pride xk 
Camaraderie kk 
Development opportunities kkk 
Fun place to work i kkk 
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-People solutions 


the company has taken care of them for 
all these years, it is in trouble so they 
must rally together.” 

It is this open culture that NIIT is so 
very proud of — organising regular chat 
sessions with the top management 
through its intranet, keeping the people 
posted on what is happening through 
discussions and open forums. The com- 
pany goes all out to keep the people 
bonded together. Apart from the 360° 
appraisals and formal HR sessions, se- 
nior managers hold regular informal in- 
teractions with their team members to 
understand their needs. Pawar himself 
always carries a notebook in which he 
jots down a summary of all his personal 


interactions with his top managers. 

NIIT also works hard at making the company a ‘fun place 
to work in’. Especially given that the average age of an NIITian 
is below 28. A ‘Chief Fun Officer’ is given the task of organising 
parties or fun events every Friday. These could include cross- 
dressing fashion shows, games and sports activities or even 
something as crazy as a gulab jamun eating contest. “The idea 
is to give them (employees) a break from their 12-14 hour 
schedule and involve them in doing things they would enjoy,” 
she explains. Holiday packages, dating allowances, anniver- 
sary and birthday gifts are some of the other freebies. 


But Rabindra points out that 
these ‘frills’ are not enough to create 
a good workplace. They may attract 
youngsters, but more fundamental 
things like career growth and learn- 
ing are required to retain them in 
the long term. NIIT provides various 
growth opportunities depending on 
the person's interest and abilities. 

NIIT also believes in forging 
bonds with its employees’ families, 
who are invited to most office par- 
ties. “Unlike the West, families in In- 
dia are far more involved and want 
to know more about the people 
their sons or daughters are working 
with. So, we encourage them to be 
part of our celebrations,” says Ra- 
bindra. Members of one family are 
also encouraged to work here. For 
instance, there's one family whose 
12 members are NIITians. It is, per- 
haps, this emphasis on bonding 
that has kept the firm going even 
during the worst of times. E 


DINESH KRISHNAN 








A trailblazing 5-day 


program 
@ Indo-American 


School of Business, Vizag 


Nov IO - 14, 2003 





inning in the corporate 

minefield often calls for diverse 
abilities and shows up many facets 
of your personality. 





i Your style and attitude can create a 
relaxed atmosphere, lighten the tedium and 
. defuse tension when things get difficult. 


Your ease with networking, trading information 
and favors, are as essential for success as are 
your power. of knowledge and professional 
competence. 


And the attention you need to pay 
for cementing your personal 
relationships before you can even y 
start to work together. 


So, your business life extends deep 
into social life. Clubs, restaurants 
and golf courses become part of your immediate 
business circles. Wining and dining, social graces 
and cultural inclinations turn out to be vital for 
you to reach the top. 





Eifestyis Inc is designed precisely to address 
these situations you face as a 
| corporate manager or self-made 
businessman. 


The five-day program familiarizes 
you with all the nuances and details 
that you may never have had the 





The Ground Rules for High-ranking Managers 


























opportunity to explore. From assessing your 
lifestyle, defining your core personality and 
setting your identity focus to the appreciation of 
music, dance, international cuisines & beverages 
and yes, lessons in golf. 


The program is organized in such a way that you 
can incorporate all these easily into your lifestyle. 


Highlights of Lifestyle inc 


x Lifestyle assessment and management 
program conducted by Apollo Lifestyle : 
Prof. Adrian Kennedy. 

* ‘Building a Professional/Personal Identity 
(Branding)’ : Mr. Bernhard Danger's inspiring 
ProEt program that enables you to focus your 
personal energy and enhance your charisma. 

* Appreciation of international cuisines and 
beverages. Orientation to music and dance. 
Discourses by spiritual masters. Plus golf 
lessons. 

* Airport transfers. Accommodation, food and 
wines at Welcomgroup Grandbay, Vizag. 


For further information and 
for your copy of Lifestyle fne brochure, 
cali +91 98483 55710 


Aap 


INDO-AMERICAN SCHOOL OF BUSINESS 


47-14-18, Dwarakanagar Main Road, Visakhapatnam $30 076. 


Tel: +91 891 2701445 / 2543732 Fax: +01 891 2531046. 
E-mail: iasb_vizag@ yahoo.com 





www.indoamericanin.org 
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ERNST & YOUNG SSL DIVISION 


The personal touch 


MITU JAYASHANKAR 


LMOST all the 200-odd employees 
at Ernst & Young’s (E&Y) Shared 
Service Location division have 
their pet stories about CEO Sha- 
rada Cherwoo. Here's one. Tax compli- 
ance analyst Gayathri Krishnaswamy 
says: “I had to choose between H-P 
(Hewlett-Packard) and E&Y. The H-P of- 
fer was more lucrative and I was plan- 
ning to joinit. But I changed my mind af- 





No. of women at senior mgmt levels .......0++. 1 
Staff turnover sese 


No. of employees with a tenure 
Of over 5 years s 


No. of employees over 44 years of age ........ 
(On a scale of five) 


the company? Great work? The Banga- 
lore centre is the back office of E&Y’s tax 
practice. Commerce graduates (some 
CAs too) file the tax returns of US firms. 
It is not as much of a drudge as working 
nights in a call centre, but it’s still nota 
very hot job. So what's the secret? 

It is in the attitude of the place and 
Cherwoo’s personal rapport, the invest- 
o ment E&Y makes in the employees and 
the freedom it gives to fulfil personal 
goals that makes it a GPTW. The com- 











Prid 
ter meeting Sharada. She has a natural soe canine een pany knows, for instance, that many of 
warmth which draws people to her.” Development opportunities kk the younger employees will leave for 
That warmth stays long after the first Fon placeto work pra 8a) wa higher studies, either a CA or MBA. 


interview. When Krishnaswamy finally 
joined E&Y, Cherwoo had asked her 


what made her choose it over H-P. “I don’t want to work for | 
| CA: “During my exams I can take off for 20 days or more, some 


money, I want money to work for me,” was Krishnaswamy’s 
answer. A month later, as she was celebrating her first pay- 
cheque, Cherwoo asked: “So is the money working for you?” “I 
was stunned that she remembered,” says Krishnaswamy. 
Cherwoo laughs when we recount this episode to her. 
“Rach of my employees can make twice or thrice the money 
they make here, and even when hiring experienced people, 


we don't give 30% increases,” she says. “But when people have | 


spent enough time here, we reward them well,” she adds. 
So, if it is not rewards, then what is it that attracts talent to 
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The freedom the company gives employees 
to fulfil their personal goals sets it apart 


Rather than hinder that process, it facili- 
tates it. Says Hemanth Kumar, a tax 
compliance analyst who is six months away from finishing his 


of my other friends find it difficult to get even a week off.” 

In fact, employees are encouraged to pick up new skills, 
even while on the job. Front office executive Archana Jain says 
she is learning Microsoft Access between taking calls. Per- 
sonal development is taken very seriously here. Cherwoo also 
takes personal interest in grooming her team members. 

When talking to the US office, Cherwoo often invites ju- 
niors to listen in on the conference calls, “They pick up tips on 
howto negotiate,” says Cherwoo. “It's amazing how she thinks 
of these small things,” says Ruchika 
Bhaskar of HR. E&Y is taking up an- 
other floor in the same building. The 
interior designers were shown a 
videotape in which employees 
talked about what they liked or dis- 
liked about their jobs so that the de- 
signers understood how the energy 
flows inside the company and they 
could design a comfortable place. 

Perhaps the best testimonial to 
E&Y comes from Krishnaswamy, 
who is the culture manager when 
she is not filing tax returns. It is her 
duty to see that her colleagues have 
enough fun and relaxation between 
the long hours of work, be itthrough 
parties or other events. This has 
given her a whole new view of life. “I 
was a very average student, but after 
joining this place, I have discovered 
new skills that have given me a lot of 
confidence,” she says. 

No amount of money can ever 
compensate for that! z 
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Global Investors’ Summit 73.) 


The international business Summit will showcase Gujarat’s industrial 
capabilities, highlight investment possibilities, bring together global and 


local companies, government agencies and financial institutions. The Summit 





will provide them a platform for one-to-one interactions, facilitating 


technology transfer, forming of joint ventures and inking trade agreements. 


A combined initiative of the Government of India, Government of Gujarat, iNDEXTb, FICCI and 

UNIDO, the Summit will explore the business potential in the focus sectors of: 
Gas & Petroleum Tourism ®Minerals & Mining ® Port Infrastructure = 
Road Infrastructure Biotechnology & Pharmaceuticals ® Education 


Agro and Food Processing Apparel & Garments* © Gems & Jewellery* 


In Gujarat, you deal with a pro-active and business-friendly 
Bm, government, supported by robust infrastructure, excellent transportation 


linkages, quality power supply, skilled workforce and progressive labour 
laws. There's lot more. 






naa The event will coincide with the state's world famous nine nights of non-stop dance festival 
Pent to TR Navratri. So, make your business itinerary an enthralling experience. 
Venue: Tagore Hall and NID, Ahmedabad, India Date: Sept. 28-30, 2003 


FICCI MES. 
Rtn Ae KRIDO 
ad iNDEXTb ee bs 


Department of industrial Policy & 
Promotion, Ministry of Commerce & Industry, INDUSTRIAL EXTENSION BUREAU Federation of indian Chambers United Nations Industrial 
Government of India {A GOVT, OF GUJARAT ORGANISATION) of Commerce and Industry Development Organization 


*Venue: Surat, India *Date: September 30 - October 2, 2003 


idustrial Extension Bureau: Fax: +91-79-3221297 E-mail: vibrantgujarat@indextb.com Website: www.indextb.com www -gularatindustry gov.in 
iederatian af Indian Chambhare af Cammareca an A Indesesenee Cau. 1 Ol 11 VITIVIECNA CHa. Hore: ss ee 
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No. 15: MARICO 





INDRAJIT GUPTA 


Team 
Iimovation; 
Mariwata {10p 
row, Stiifrom sat = 
ieni andane > 


ONSUMER packaged goods 
marketer Marico will be mov- 
ing to a new office shortly. 
The current premises, which 
include three floors of a suburban 
hotel in Mumbai, is already proving 
to be too much of a tight squeeze. 
Owner-CEO Harsh Mariwala is ea- 
gerly waiting to choose from a 
shortlist — and also brief the de- 
signer. “When we moved in here, I 
wanted the office to reflect the open 
culture we hoped to create,” says 
Mariwala. The result: a modern 
open office plan with a few all-glass 
cubicles reserved for senior man- 
agers, including the CEO himself. 
This time, the eclectic CEO, who 
loves any new management idea, 
says his design brief will add one 
more important facet of Marico’s 
new culture cocktail: innovation 
and restless creativity. So employees 
can, perhaps, look forward to the large open spaces facilitat- 
ing interactions and allowing ideas to flow more freely. 
In many ways, this transition is symbolic of Marico’s 


©) search for a performance ethic that meshes well with its new 


~~ 
© 
(aD) 
pa 
O 


culture of experimentation — a journey that hadn't quite be- 
gun on the right note.Two years ago, Mariwala and his top 
team took serious note of the fact that Marico had underper- 
formed. It was dependent on just two brands, Parachute and 
Saffola, for a lion's share of profits. Competitors like Hindustan 
Lever and Dabur had put its margins under pressure. Marico 
reacted with a series of line extensions, most of which sank 
without a trace, leading to a lot of dis- 
contentment in the organisation. 

It didn’t take long for Mariwala’s 
team to diagnose the problem: the lack 
of an experimentative culture. Mana- 
gers simply weren't taking enough risks. 

Mariwala had read enough about in- 
novation — specially the work of man- 
agement gurus like Gary Hamel. Could 


9 


The search for a new culture that throws up 
breakthrough ideas has only just begun 





MARIGO 
INDUSTRIES 





No. of employees with a tenure 


-Route to creativi 


Identifying ideas from across the organisation was easy. 
But execution threwup a series of challenges. Some managers 
felt it cut into their regular work. Others were reluctant to work 
on a small brand — a new idea usually starts small — as they 
felt the size of a brand reflected their position in the hierarchy. 

But Mariwala and his team persisted. Rakesh Pandey, CEO 
(HR), and his team worked closely with line managers to facil- 
itate both the ideation process and the system of prototyping. 
Innovation in execution was facilitated through a series of ex- 
periments before the marketing mix was ready to be scaled 
up. “It was a tricky process for HR to intervene. We had to be 
careful that the line managers took full 
ownership of the projects,” says Pandey. 
That’s when Marico decided to identify 
big bets — which required dispropor- 
tionate resources — and allow for suffi- 
cient experimentation of a new idea, by 
not including the results of the new pro- 
ject in the current year's financials. 

Today, the changes are beginning to 

















HEMANT MISHRA 
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they borrow a fewideas and deve- of over 5 years „usses 179 pay off. New products contribute nearly 
lop amore rigorous approach to No. of employees over 44 years of age ...... 41 17% to Marico's turnover, up from 12% 
innovation? “Our task was to first RATINGS (On a scale of five) two years ago. Mariwala says: “I realise 
change mindsets, so that people — pige ‘ wae we need to induct top notch marketing 
were open to doing things dif- Go naraderie F Ek tok talent for better consumer understand- 
ferently,” says Pankaj Bhar- Development opportunities Airek ing and insight mining. Our innovation 
gava, organisation develop- Fun place to work 35 Saas journey has only just begun.” Perhaps, a 


zany new office could help. | 





The two day workshop on marketing and advertising 


will be overflowing with brand wisdom 


Presents 


An Event by MPACM Batch 
Taj Lands End, Mumbai, 3rd and 4th of September, 2003 


‘Learning the Ropes is a tribute to the late Shunu Sen, one of the most brilliant marketing minds the world has ever known. For twe 
revelation packed days, some of the brightest stars of the marketing and advertising firmament will open the floodgates of brand 
strategies, marketing mantras, experiences, current trends and discussions Soak up. 





6 Exciting Brand Modules: + The Panchatantra of Shunu « Branding: The Trinity, Tr he Creati tion, The Preservation and The 
Destruction e Consumer: Our Core Competence * Breakthrough Branding « Integrated Marketing: The Industry's Knight in Shini 
Armour? + Battle of the Percentages 

Learn From: * Mr. Rahul Sen, CFO, Quadra Advisory * Mr. Alyque Padamsee, CEO, A.P. Amalgamated * Mr. Arun Adhikari, Executive 


Personal Care Products, Hindustan Lever Ltd. + Mr. Conrad Saldahna, Bennett Coleman & Co. Ltd. + Mr. Vikram Kaushik, Country Marketing 
Head, Colgate-Palmolive India Ltd. * Mr. Tarun Rai, Senior Vice President & General Manager, J. Walter Thompson * Mr. Hemant Sachdev, Dir 








Marketing, Bharti e Mr. Suhel Seth, CEO, Equus Red Cell.» Mr. Rahul Malhotra, Country Marketing Man ager, Procter & Gamble India» Mr. Utpal 
Sengupta, President, Agrotech Foods * Ms. Usha Bhandarkar, Group Planning Director, Lowe * Mr. Harish Bijoor, CEO, Harish sh Bijo r Consult 
* Mr. Tarun Katial, Senior Vice President, Programming, STAR TV * Mr. Neeraj Swaroop, Country Marketing Head, HDFC Bank « Mr. Suman 
Shrivastava, Strategic Planning Head, Euro RSCG, Asia Pacific * Mr. Chintamani Rao, President, integrated Marketing Universal McCanr 


* Ms. Sukanya Kripalu, Chief Executive, Quadra Advisory * Mr. Chandradeep Mitra, President, Lowe Personal « Mr Venkatraman Mallik, 
National Dir.,Leo Burnett (Servicing) * Ms. Sulina Menon, CEO, Carat India (Media) * Mr. R. Balakrishnan, National Creative Dir., L 








(Creative) «Mr. Balachandran, President Retail Business, Tata Teleservices (Client) + Mr. CVL Srinivas, COO, Madison Media (Media) 
Delegate Fee: Early Bird Passes: (Available till the 24th of Aug.): + Per day pass (per person) Rs. 3,000 + 2 day pass (per pers 
Rs. 4,000 * Company pass for 3 persons for 1 day Rs. 7,500» Company pass for 5persons for 1 day Rs. 13,000 

25th August to 4th September: + Per day pass (per person) Rs. 4,000 + Two day pass (per person) Rs. 5,500 + Company pass for 3 persons for 
1 day Rs. 10,500 + Company pass for 5 persons for 1 day Rs. 19,000 

To register: Send Delegate details and courier cheque of appropriate amount in favour of "Director, SIBM" to the below tioned address 
register online at www.sibm.edu on 

For queries call Ameya 098901 38565 ° + Aalok 098902 17951 • Payal 098902 90721 * Nupur: 0989 43476 or email seminar_shunu@sibm.edu 





Event organised by Master's Programme in Advertising and Communication Management (MPACM). 














A APP ah ele Ud Bye SA Prof. Arun Mudbidri, Director 
yehhag = 
2 ee Symbiosis Institute of Business Management (SIBM) | Tj Lands End 
YEARS SIBM V 





Senapati Bapat Road, Pune - 411 004. Tel: 020-5654626, 5676875. Fax: 020-5659499. E-mail:seminar shunu@sibm.edu * www.sibm.edu 
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_No. 16: AV BIRLA GROUP 





it has done away with dated HR practices 
and brought in a new work culture 


At the AV Birla 
group, the new 
easily blend with 
the old 





SUPRIYA KURANE 





HEN Thomas Verghese joined the AV Birla group five 
years ago as executive president of its viscose fibre 
business, he was anxious. The viscose business all 
over the world was in shambles, but that was not 
TO wa bothered him — it was the prospect of joining a typical 
family-managed group. “The company was perceived to be a 
Marwari company run by chartered accountant babus, and I 
took my time to decide if I wanted to join,” says Verghese. 
Attracting top-notch professionals like Verghese was high 
on Santrupt Misra’s list of priorities. 
Misra had also joined as HR head je Wy. 
around the same time. He had realised 1 
that changing external perceptions was 
critical. “The group was going through 
massive consolidations, we had to build 
abrand name and make ourselves more 





ADITYA BIRA: 
GROUP 








“Breath of fresh air 


mance management systems were 
put in place, merit-based promo- 
tions were initiated, training needs 
were identified, new people were 
hired, and a retirement policy was 
started (now this was a major depar- 
ture from the company’s ‘employer 
for life’ policy). The old guard re- 
acted sharply. “People were used to 
a paternalistic environment. Sud- 
denly, they were told that their per- 
formance was being monitored and 
that poor performance would not 
be tolerated,” says K.K. Maheshwari, 
group executive president, who has 
been around for 18 years. 

To build a meritocratic organisa- 
tion, the focus wasn't just on manag- 
ing performance. Misra backed it up 
with initiatives on learning, relearn- 
ing and organisational renewal. 

Take their management learn- 
ing centre Gyanodaya. The campus 
was set up in Navi Mumbai three 
years ago. Today, nearly 1,100 man- 


SANJIT KUNDU 


| agers have been to seminars and workshops on courses like 


business leadership, marketing and branding or even compe- 
tency-based training like mentoring or executive coaching. 
Last year, an e-learning venture was kicked off. It ran 136 
courses in soft skills and functional areas. “We realised that not 
all managers could take time off to attend workshops, so we 
started an e-learning initiative on our intranet,” says Misra. 

A group which had traditionally looked after its employees 
also had to tweak its compensation to attract top-notch talent. 
It always offered benefits like its network of 22 schools across 
India, mid-career education support and healthcare. But now, 
salary levels were upped. “We don't hesi- 
tate to pay the right person, and our ap- 
praisal system is so transparent that an 
exceptional performer will be re- 
warded,” says Misra. 

The transformation isn't over yet, but 
old-timers like Maheshwari have blen- 


® Misra and his team chose a 
” back-to-basics approach: perfor- 














Fun place to work 


osm rr 
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visible, attract fresh talent and put EA R Dyes SA ant 5 ja ded well with new recruits like Verghese. 
processes in place. That meantalotof No. of salto pee yA ae Acompany that was known to be a com- 
clean-up on the inside. Organisa- of over 5 years ....ssesscseesesesresteeneeees 5,695 | modity trading company run by CAs 

tional transition is easy, but it No. of employees over 44 years of age ..2,1440 won this year's Nasscom-ET award for 

} takes much longer for people to RATINGS (Q Te excellence in IT. “We don't claim to have 
change,” says Misra. Pride Ferera done anything extraordinary, but the 

? Creating a new work cul- camaraderie f oe challenge lies in the scale of operations 
"ture was easier said than done. Development opportunities MR os managing 78,000 employees (global 


and Indian) is no mean task,” says Misra. 
Employees also tend to agree. E 
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or you could join us 


There's just one way to learn how to build a brand. On the job. 
ABP is looking for brand executives. So, if you want to elevate a big brand to even bigger levels, join one of 
the biggest publishing houses in the country. The owner of revered brands like Anandabazar Patrika, 
The Telegraph, Businessworld, Sananda, Desh, Anandalok and Anandamela. 





The job 

Strengthening our brand by analysing and interpreting 
research data, and applying it creatively. Continuously 
innovating and providing market support, which is critical 
to the performance of the advertising, events and circulation 
teams across regions. 





The person 
An MBA from a reputed institute. With at least one year's 
experience in Market Research and/or Media Planning. 


Location 
Delhi, Calcutta 





Superscribe your envelope with 'BRD/ABPPL' and rush your application, within 7 days, to: 
Mr Dipankar Banerjee, VP HR, ABP Pvt Ltd, 6 Prafulla Sarkar Street, Calcutta 700 001. 
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No. of employees with a tenure of over 5 years 
No. of employees over 44 years of age 
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ublic sector units (PSUs) are great places to 
yr all the wrong reasons. Employees are fussed 






nce the Sibedry of multinational Burmah 
it is now owned by the government (though it 


§ An MNC in 














PSU’s clothing 


_ may be privatised soon). The MNC genes seem to dominate 
the PSU ones. “We don’t have a babu culture,” says S.A. 
Narayan, director (HR). This is reflected in the openness. “I 
can walk into my GM's room and give him my thoughts,” says 
an executive. “We cut across protocol lines. If need some- 
thing, I know whos doing it, I ring him up,” says Behuria. 

Ifit was becoming bureaucratic in the 1980s, the deregula- 
tion of the petroleum sector and competition have reinforced 
| the MNC values. Four years ago, BPCL undertook an organisa- 
| tional restructuring which gave more freedom to people on 
the field. Territory managers in retail can award jobs up to Rs 2 
crore or take action against errant dealers today. 

Then, the implementation of an ERP system and rede- 
| ployment of the people who subsequently became redundant 
unleashed a lot of energy for innovation, which is 
showcased in an ideas forum. BPCL has also intro- 
duced an incentive scheme which will offer differen- 
tial compensation for strong performance. The mess- 
age: if you do well, you will get more money. That's not 
standard practice at your average PSU. a 

RANJU SARKAR 

























. urgaon headquarters of Hughes Software 


d sheets of paper, with names of the people 
on HSS’ latest patent-pending technologies. 
g about its products team is the company’s way of 
ng that its employees stay engaged. People will join only 
‘get to do cutting-edge work, says Jairam Easwaran, the 
2 honcho. Playing up the products division, he says, “reas- 
sures employees they will not end up doing humdrum main- 
tenance work. That they will not get outdated.” 

But that’s not all. HSS also puts all vacancies up on the in- 
tranet for employees to apply for. This was started four years 
ago when some people quit because outsiders were being 











your development is in your own hands. We will just | 
provide you with all the inputs and support you | 
need,” says Easwaran. Then, the com- 
pany identifies high potential employ- 


„and you will see a bulletin board. Pinnedto | 


hired for the products division. With the IJPẸ as the pro- | 
gramme is referred to internally, employees can apply | 
without asking their managers. “We tell our recruits that | 


nn admu nE ee 
HUGHES ewanstodo.” 


ees — even soliciting feedback from SOFTWARE SYSTEMS 

















Fun place to work 





No. of women at Senior mgmt levels 00... asecceetsenseceenerereee 14 

Staff UMOVER 6. fe scc2 sanoan ntara raan aii Aei Ea LAT 10.60% 

No. of employees with a tenure of over 5 years oo. 73 
| No. of employees over 44 years Of age ..... cs csceseeeseseereees 12 
| RATINGS (On a scale of five) me Seda ae 
| Pride a I 
| Camaraderie z oo nee 
| Development opportunities p Ak 
| wk 


clients. The client has no axes to grind, Easwaran says. “At 
times, we get ruthlessly honest feedback.” 

Talking of feedback, everyone at (and above) the rank ofan 
assistant manager gets 10 questionnaires. Four go to peers, 
four to subordinates, one to the boss and the tenth is filled by 
the manager himself. It asks questions on role and behaviour 
— like ‘Does the manager celebrate the success of the team?’ 
The results don’t go to the HR team; they come back to the 
| manager. This, says an employee, is just a development tool. 
| “Since this is not evaluative, the feedback is frank and con- 
structive. It is for every manager to decide what 

a 
M. RAJSHEKHAR & SHWETA VERMA 
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No. of women at senior mgmt levels is 

Tis not often that the lush Kentucky grass on the Infosys | Staff turnover ........scccsssssssssecssseesssnneses 

Technologies campus looks parched, but these are un- | No. of employees with a tenure of over 5 years .... 

usual times. The entry-level pay is down. The Esop pro- | No. of employees over 44 years of age wo. cesses 
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gramme has been suspended. Butworkremainsthesame, | RATINGS (On a scale of fve) 2 2 2 00 
ay entry-level programmers. For a few of them takingabreak Pride 

year the coffee machine, money is the single biggest worry.  Gamaraderie te 
2 with 3-4 years in the company are worried because they. | Development opportunities —— lT kk 

e that linear progression of their careers is a thing of the Fun place to work pe 

started moving to the role-based system two years | mesas Saamea mt 
transition is almost complete,” says Hema Ravi- : 
group vice-president (HRD), Infosys. What it means | municate the positives that will come out of this, Like our 
nok Infosys will figure the sort of skills it needs | leadership programme, which will discover Tier-Il arid Tier 
dynamics and company requirements, and | leaders,” says Kris Gopalakrishnan, COO, Infosys. 
does not have the required skills, he cannot | Infosys is right now trying to make a transition, commit 
les. The employee will get training, but cate its vision, and fend off global challengers in an organisa- 
n whether the company needs his skills. | tion that is increasing its headcount by 5,000 a year, A pity that 
candidates and there are only three roles, the | the employees aren't in a listening mode right now. If any- 
ejobs,” says Ravichandar. It's thing, it proves that Infoscions aren't the robots 





ng for people who have been with they are made out to be. And that, whether Irn: 
ny for some time, but these steps do n fosys likes it or not, is a good thing. u 
usiness sense, “Our challenge is to com- SHISHIR PRASAD 
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a tenure of over 5 years „sses. cial training and other rewards if they do well. 
S Over 44 years Of age ....sesssessessseesseessees The flip side: laggards don't survive. Targets are stiff — 100% 
annual growth is common at every level. Results are monitored 
monthly and discussed publicly. Key Result Areas (KRAs) of the 
senior managers — from managing director Anuroop ‘Tony’ 
Singh downwards — is placed on the company intranet. Little 
wonder that attrition rate is over 25%. Singh sees it as necessary 
blood-letting for a high-performance organisation. 
Despite the singular focus on performance, or perhaps be- 
AX New York Life's (MNYL) philosophy is simple: re- | cause of it, MNYL employees who survive take great pride in 
ward performance. It applies that philosophy dili- being part of the organisation. Singh makes sure that the re- 
gently, some say ruthlessly, to its 4,000 agents. And to | wards for the high performers go beyond just soulless cash. He 
its 900 employees. For an agent who does well, Rs 10 | meets every one of the company’s employees at least twice a 
lakh as annual commission income is common. They also get | year at presentations organised at the 20 offices across the 
to attend special offsites, where fun, training, and insights | country in which he discusses the vision and the values ofthe 
are combined in equal measure. The most successful company. MYNL has a policy of goal-setting for its agents. __ 
ones get nominated for the chairman's gold pin or the | They are encouraged to set personal goals — it could be = 
Million Dollar Roundtable, a worldwide club forinsur- | money for son's education for one and a certain numberof 
ance agents who cross the $70,000 hours devoted to a particular cause for another 
~ (Rs 5 lakh) mark in annual commis- ~~ and then break up these goals into finite tar- 
sions, Similarly, MNYL employees can gets to be achieved year after year. a 
expect lots of money, recognition, spe- GINA S, KRISHNAN 
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No. 21: DR. REDDY’S LABORATORIES 





tory 


NAVJIT GILL 








ULY 2002 was asombre time for 
many at Dr. Reddy’s Labs’ (DRL) 
drug research foundation in 
Hyderabad. That was when the 
team that had busted its guts on the 
discovery and development of an 
anti-diabetic product, got to know 
that the Phase III clinical trials had 
been aborted by DRL’ licensee 
Novo Nordisk. Compound DRF 
2725 had failed to make it past the 
penultimate stage of drug approval. 

“DRE 2725 could have been a 
blockbuster drug,” says a wistful 
Ranjan Chakrabarti, the head of the 
scientific team that worked on the 
molecule. P Rajender Kumar, who 
worked on the manufacturing 
process, is less restrained: “It was 
like an unseeded guy making it to 
the finals ofWimbledon and losing.” 

That was when chairman Anji 
Reddy did what any good motiva- 
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knowledge,” says Saumen Chakraborty, 
vice-president (human resources). 

As you read this, G. Rajkumar, gen- 
eral manager (learning and develop- 
ment), is working on programmes to 
give the technical staff intellectual prop- 
erty skills as well as project manage- 
ment skills. Says Rajkumar: “What is 
amazing about this place is the way ini- 
tiatives get linked to future busi- 
ness strategy.” That strategy is the 
worst-kept secret in the pharma 
industry: make DRL a discovery- 
led global pharma company. 

The single-minded pursuit 
” of that goal has created a work- 
place where hierarchies matter lit- 















tional leader would have done. He met and spoke to the de- | 

spondent scientists. The message: “It’s all part of the game.” 

=" Reddy’s attitude is emblematic of the culture of innovation 

O. (last fiscal DRL spent 8% of its total revenues on R&D) the top 

managementis trying to build. “Innovation is key — you have | 

+— to give them the freedom to experiment, make mistakes,” says 
Satish Reddy, managing director and COO, DRL. 

Space is something all DRL employees get. The space to ex- 
press themselves and to maybe, just maybe, innovate. “Itis not 
just scientific innovation. That itself has to be backed by the 
right kind of intellectual property management and legal 


-Free to experiment 


These scientists get a lot of freedom — even the freedom to make mistakes 


2 DR: REDDY'S 
LABORATORIES 
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No. of employees over 44 years of age ... 206 
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It’s all about giving every employee the 
Space to do his own thing 


tle. Imran Jafar, saw this first-hand three months back when 
he took a bus from Bangalore to Hyderabad to meet Satish 
Reddy and CEO G.V. Prasad in person before making up his 
mind whether to join DRL after graduating from IIM-Banga- 
lore. “The one thing that stands out about this place is the 
open culture. The top guys are very approachable.” 

This environment is leading not just to innovation in the 
labs (DRL has four molecules in the pre-clinical trials stage 
and three in clinical trials), but also to experimentation in 
other pockets. One example is DRLs‘S’ teams: scientific advi- 
sors who went out in the field to brief doctors on issues like 


new molecules and new treatments. 

The freedom to express themselves 
openly is probably what allows S. Eswar- 
aiah, senior manager (R&D) at bulk ac- 
tives unit III in Bollaram, to voice a con- 
cern shared by many old-timers. “The 
top guys don't have the time to listen to 
us like they used to earlier.” 

Reddy agrees that the top manage- 
ment has to be more visible. “There was 
more connection when we were a 
smaller business.” The pressure of grow- 
ing from a 2,100-employee company in 
2000 to 5,062 in 2003 (as on May) may be 
starting to tell. How that pressure is han- 
dled could well be key to retaining the 
talent that DRL needs. a 
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and interpreted by industry experts. 
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No. of women at senior mgmt levels ......ceceeceseeesetoreseteees 40 
Staff tUMOvel: cccivccdissscccsspacctccecesssennececseduadzedeeibvalieseevea’ 6% 
No. of employees with a tenure of over 5 years neeese. 4,500 
No. of employees over 44 years Of ABE oo... sseceserersceserees 135 
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’ Fun-place to work 


ional issues as well. Wipro, too, shows many of the 






the winners from the losers. 
vlem is the role-based structure 


of Pugalur? That’s where the state govern- 


untry’s largest bagasse-based newsprint 
ie 2.3 lakh tonnes per annum unit will soon ex- 


est plant of its type in the world. 


any, TNPL employees get something more tangible: 
tinuous training. Says chairman and managing director P, 
Rama Mohana Rao: “Whenever we install new equipment, 
the budget also includes a training budget.” Training in TNPL 
is a continuous process and involves everybody from the ju- 
niormost employees to the directors and covers everything 





ment. At any time of the year, some of its 1,788 employ- 
ees are in some training programme or the other. Plus, 


the functioning of other paper companies. 
: Training, tolerance for mistakes 
and social responsibility. That about 
sums up the TNPL culture. When an 
employee makes a mistake, itis pointed 








ions th Infosys does. Its employees are yet to get | 


m owned Tamil Nadu Newsprint & Papers (TNPL) 


ty by another 1 lakh tonnes. That should make it | 


from the satisfaction of working in a global-scale | 


from technology and management to personality develop- | 
| farmers. That apart, TNPL uses tankers to provide water to 25 


| villages surrounding the plant. 
employees across the spectrum are given exposure to | 
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| No. of women at senior mgmt levels 








No. 22: WIPRO No. 23: TNPL a 


changing times 


Pratik Kumar says: “The position of prime importance of the 
traditional skill set of coding... will get challenged. People 
would need a bouquet of skills to fit into one of these slots.” 
Wipro has also adopted a flatter structure. Kumar says: 
“We call it banding. So from eight grades, we've moved to four 
bands. We know that all people can fit into one of the bands.” 
Wipro staff are coming to grips with the new demands the 
organisation is making. Kumar adds: “We are there to provide 
all the development needs. But people have to acquire the 
skills. In an organisation that is going through very interesting 
times, lack of such skills can have a devastating effect.” 
Employees feel Wipro is right now in the sales and market- 
ing mode to meet quarterly expectations and the recognition 
and rewards will be more for the people who are in those func- 
tions. To handle this, Wipro does have a technical 
career path along with the management career 
path. Well, Wipro traditionally has been a company 
that has seen alot of changes and when the compet- 
itive pressure stabilises, the organisation should see 
ahappier bunch of employees. n 
SHISHIR PRASAD 
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| Staff turnover sieserisisoririiiarisiesns reisid trinii ia 0.60% 
No. of employees with a tenure of over 5 years serere. 1,687 
No. of employees over 44 years Of ABE ...ccscercsesesterenerene 742 
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Fun place to work 





out to him and he is shown how he can avoid such lapses. 
TNPL is a socially responsible company. It has formed a 
society to grow sugarcane on 1,600 acres near the plant. That 
gives employment to the people and raw material to TNPL. 
Also, water from the effluent treatment plant is provided to the 


Today, TNPL is exporting paper to Sri Lanka, Tanzania, 
Nigeria and Malaysia. This year the export target is 36,000 
tonnes, up from 26,000 tonnes last year. A tar- 
get that will likely be met, if TNPL’s commit- 
ment to employees is anythingtogoby. E 
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25% higher Net Profit 


as per the US GAAP’ 





For the year r ended Figures as as per Indian Figures as per| Comparative | 
31st March, 2003 Accounting Standards | US GAAP increase | 





Net Profit Rs. 457 crore Rs. 572 crore Up 








EPS Rs. 23.73 Rs. 29.71 





| Shareholder’ s Funds | | | 
| (Capital - + Reserves) Rs. 2109 crore | Rs. 3369 crore 





Book value Rs. 109.53 Rs. 174.98 





"United States Generally Accepted Accounting Principles 


For further details visit us at www.obcindia.com 


ORIENTAL BANK OF COMMERCE 


Where every individual is committed 


























learning here 


HIS year 60 diploma engineers from the Anand Group's 














4,500-strong workforce will take a sabbatical from the | 





shop floor to pursue higher education. Fifty per cent of 
their education expenses will be borne by the group, and 






















ff if they complete their courses successfully. 

< ‘The other 4,440 employees will be put through 1.8 lakh 
man hours of training at the Anand ‘U’ (university), the group's 
-house training facility. A team of five dedicated faculty 
members and a dozen line managers turned part-time lectur- 


loyees and a development plan for each individ- 


jiven special attention and training so that 
n and deliver. Employees, whose children 
gher education (in the IITs, the IIMs, etc.), get 
e ithe courses. 

5 one reason why the low-pro- 
nd Group made it to the list of 25 


nior mgmt levels 
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ESPITE having 1,000-plus workers, Jindal Iron and 
Steel (isco) hasnt had a workers union in the last three 
decades. At its two factories in Maharashtra, workers 
have not struck work for even a single day. In the past 
two years, the steel industry has been through a downturn, 
and salary increments at Jisco have been niggardly. Yet Jin- 
dal employees have rated their organisation as a great 
place to work. Why? 

The answer lies in the manner the steel-maker en- 
gages its employees — on the job and 
off it as well. Shop floor employees 
don't get to hear of the new product af- 
ter R&D has finished the product devel- 









































. the other half will be given as a loan. The loan will be written | 


ré.that every employee goes through 40 hours of | 
That apart, every three years, all employees | 
on 12 competency areas. The findings are shared | 


n-performers are treated with ample tol- | 


NAND »> 2 ing organisation. 


A sense of 
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Great Places to Work, it is the emphasis the group places on 
upgrading the skills of its employees. The group has a human 
touch as well. Expenses for major medical surgeries beyond 
the scope of Mediclaim policies are reimbursed. 

Lastly, the management encourages women profession- 
als. Already 15% of the workforce is made up of the fair sex. You 
will find women engineers even on shop floors. The group 
hopes to increase representation for women to 30%. That will 
be quite an achievement for a manufactur- 

a 
M. ANAND 


ownership 


opment. Workers are encouraged to chip in even during trial 
production. Then employees are trained to think commer- 
cially through communication. “What happens if you save 
lgm of zinc coating while galvanising sheets or what are the - 
benefits of negotiating long-term freight rates and sticking to 
delivery deadlines?” In each case, cost savings are shared with 
employees. The company even allotted shares directly to its 
employees in 1999 and in 2003. Says joint managing director 
and CEO Raman Madhok: “Jisco ‘has built a high degree of 
ownership and pride among employees.” 

Shop floor workers are routinely moved and trained for 
different jobs. When they switch roles, the company foots the 
bill for retraining. Employees can get a Rs 10,000 allowance 
once in two years to pay for tuition fees. Madhok feels this in- 
creased awareness has helped increase shop floor productiv- 
ity per worker from 300 tonnes in 2000 to 575 tonnes in 2003. 

Also, Jisco has a ‘chief josh officer’, who organises games 
and painting competitions in the residential colonies with the 
plants. Madhok, who earlier headed HR, says: 
“We want to keep our employees engaged in 
productive work — at work or otherwise.” $W 
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capital and new technology. ‘Today how- 
are sources of only temporary ee 


owing beliefthat the best source of lasting compet- 
antage is to be found in something that is inside of, 


rkforce — and the processes for managing it. 


t on it effectively. They struggle to imple- 
man capital strategy, the one that will propel 


t facts. Detailed, specific, accounts of the attrib- 
he workforce and human capital practices as they are 
iuallyimplemented are key facts on which strategies can be 
successfully. 

focus on value. The third ingredi- 
ent in executing an effective human 
‘capital strategy is an unrelenting fo- 
cus on how important business out- 
comes — revenues, profit, customer 
retention and quality — are driven by 
human capital. 

These principles will enable 
companies to unearth a size- 
able unexploited source of com- 
petitive advantage. 





























Building a successful human 
capital strategy requires com- 





unique to, each organisation: its human capital — its | 








| pany-specific facts about its unique system of managing peo- 





| pleand accomplishing work. Strong measurement is essential 


_ here. It removes ambiguity. It reveals unanticipated conse- 





‘All too often, there is 
a gap between what 
people say and how 
they act. (Employee) 
Surveys are most 
informative when they 
are combined with 
objective employee 
practices” 


| quences of programmes and practices. And it helps decision 
makers prioritise actions. 

One form of strong measurement vital to human capital 
strategy is the quantitative analysis of an organisation's ‘inter- 
nal labour market’. Each company operates a unique internal 
labour market, its own system through which it develops and 
utilises its human capital. The ‘markets’ include key events 
and processes, such as who joins, who stays, who develops, 
how rewards are distributed, and how careers unfold. Over the 
past decade, Mercer Human Resource Consulting has devel- 
oped proprietary methods for analysing internal labour mar- 
kets. We have had access to data about many companies’ in- 
ternal labour markets, covering over a million employees. 

These analyses are based on the records of actual events as 
they are recorded in HR information systems, payroll records 
and other databases that store information about employees, 
their experiences at work, and the management practices that 
affect them. Indeed, think of each employee as having a mag- 
netic card with all kinds of encoded data such as age, gender, 
education, previous jobs, training courses taken, perfor- 
mance ratings, pay level, increases and promotions. When- 
ever there's a career event such as a pay adjustment, promo- 
tion or departure, they figuratively swipe their card through a 
reader, leaving a record of who passed this event and what 
their characteristics were, The objec- 
tive record of events can be read from 
these ‘cards’ to determine who per- 
forms best, advances, stays, or leaves 
and what the drivers of these impor- 
tant outcomes are. Patterns tella great 
deal about a company’s values, cul- 
ture and how well its system ofhuman 
capital practices is aligned with its 
business strategy. 

Such analyses are thus based on 
facts and objective records of actions. 
All too often, there is a gap between 
what people say and how they act. We 
call this the “say-do” gap, It can exist 
with regard to individual employees 


BUSINESSWORLD 70 i SEPTEMBER 2003 





By invitation: RICK GUZZO 


If you believe people are your 
biggest source of competitive 
advantage, learn about the science 


of human capital management 


Rick Guzzo is a Washington D.C.-based principal of Mercer Human 
Resource Consulting, the world’s largest HR consulting firm 





who might say one thing (e.g., “I intend to work here a long 
time”) but do another (such as quit for a higher-paying job). 
These gaps can also exist for employers, such as when actual 
practices do not match what policy manuals say. Surveys 
which register what people say about their employer can be a 
source of useful human capital information. However, we be- 
lieve that modern organisations place too much emphasis on 
surveys as the only source of important facts. Objective 
records provide a valuable alternative to surveys. Indeed, sur- 
veys are most informative when they are combined with inter- 
nal labour market analyses. 


Measuring The Impact On The Business 


A good human capital strategy is rooted in 
knowing what creates value and what drives 
business results. Analyses that link the system 
to human capital practices and important fi- 
nancial and other outcomes give an organisa- 
tion the edge it seeks. 

Consider how such analysis improved de- 
cision-making at one major hospital. The or- 
ganisation had relied on benchmarking to re- 
duce the number of full-time employees in 
order to save pay and benefits costs. The fi- 


nance function bragged that the aggressive [EXGRMIMOTUIUAIUIU Eerie. 


DAVE KIEFFER, aw 


use of part-timers was saving the company $5 
million a year. 

Each time the organisation found a rival 
with a lower ratio of full-time employees, it 
would order that more part-timers be em- 
ployed in its hospitals, to the point where one 
facility was being run by a staff of 80% part- 
timers and contract workers. Our analysis showed that the use 
of so many part-timers was actually costing the organisation 
more than $30 million in reduced productivity, or 3% of an- 
nual revenues. 

Without rigorously examining the impact on the business 
of this fundamental and strategic choice to employ more and 
more part-time employees, the organisation was doomed to 
pursue a self-defeating strategy. Only by putting it to the 
test could it self-correct. Indeed, within two months, the 
company had made substantial shifts back towards a more ef- 
fective staffing mix. 
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The hospital organisation's experience is a textbook case of 
‘what gets measured gets managed’ The company could mea- 
sure cost to the last penny, but could not measure the atten- 
dant destruction of value. Finding such disconnects is a fun- 
damental step in aligning a company’s business model and its 


_ corresponding human capital strategy. 


The First-mover Advantage 


Companies that act early in identifying and measuring the 
salient human capital factors and fine-tuning their human 
capital strategy will be able to carve out a significant and en- 
during competitive advantage. 

Early adopters can often change their busi- 
ness results in a matter of months. Their 
moves cannot be copied with the same ef- 
fects, because competitors don’t have the 
whole set of practices, policies, and people 
that make the system work at an individual 
company. 

To get started, companies should make 
sure they're keeping the necessary data. Then 
they need to change their internal dialogue, 
asking the same kinds of questions about 
workforce tactics that they ask other parts 
of the business. Does the proposed action fit 
our business context? What is the return on 
this investment? How long until we get re- 
sults? The process of answering such ques- 
tions will quickly change the mindset and ulti- 
mately the behaviour of management and 
employees. 

Armed with records of workforce patterns, 
companies can then begin to determine the effects of differ- 
ent factors on key business results including sales, profit, qual- 
ity and productivity. 

There is anew science of human capital management that 
is emerging. It is based on principles of systems thinking, get- 
ting the right facts, and a focus on value. Decision makers no 
longer need to guess or copy what others to do. With this new 
science, decision makers will know what practices are 
uniquely best for their organisation. LJ 


JAY DOHERTY 





The author can be reached at rick.guzzo@mercer.com. 
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FOR employees and companies, these 
are bewildering times. As business cycles 
shrink, entire industries are rising and 
setting faster. But you know that already. 
You probably also know that one-third 
of all Fortune 500 companies fall off the 
list after a seven-year ride. To under- 
stand the impact of this churn on em- 
ployees and companies alike, Business- 
world spoke to Wayne Brockbank, the 
Clinical Professor of Business at the Uni- 
versity of Michigan Business School. 
Brockbank — who has consulted for the 
Tata group, ICICI Bank, Unilever and 
Marico — believes that career planning 
is not in the hands of employees any- 
more. As companies try to respond to a 
fast-changing marketplace, they will 
have to continually shuffle their em- 
ployees to businesses with the highest re- 
turns. And how well they do that de- 
pends on their culture. Read on. 


Uncertainty is now a sign of the 
times. The future of many institutions 
which we relied on, especially work 
organisations, is suddenly no longer 
certain. One-third of Fortune 500 
companies disappear in just seven 
years. How is all this impacting the 
traditional employment contract? 
Uncertainty certainly plays a role. 
Around the world, people want to ac- 
cess better products and services, even 
if they are available from a different 
country. This competitiveness can be 
both a blessing and a problem. It is a 
blessing because it enhances the qual- 
ity of life for people around the world. 
On the other hand, it does create un- 
certainty. You have a job only if people 
are willing to buy your products and 
services and not somebody else's. If 
that happens, you don’t have cash 
flows, and you don't have a job. 

Of course, you can try and protect 
your workers from the realities of 
global competition. In France and Ger- 
many, workers are protected by regula- 
tions, unions and a whole number of 
things which are good in the short run. 
But over the long run, the economy suf- 
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fers. What is needed is a system where people can move from 
where they are not needed to where they are. And that is the 
logic behind why individuals have to take more responsibility. 


Companies, too, have to make sure they have the right people | 
in the right jobs with the right skill levels. Which is as much | 


about career management as allocation of labour within the 
„> company. Today, companies like GE, Dell and AlliedSignal, 
* and Indian companies like Marico, HLL and ICICI (Bank), are 
struggling to continually identify what constitutes high value- 
added work, and which of their activities create the greatest 
value for customers and shareholders. 
@ Can you give us an instance? 
Let us say, a company sees an opportunity in an emerging 
market, but it is not structured to address that market. The 
question then is: how do you restructure the jobs in your com- 


pany to bring together the talent needed to address that op- | 


portunity? The best example I know is from several years ago. 


In Microsoft, at one of their annual meetings, a group of folks | 


said: “In future, our products will not be distributed through 
stores. They will be distributed over the Internet.” And every- 
body else said: “No, that is not gonna happen. You have got it 
all wrong.” But Bill Gates did allow these people to make their 
business case. Within a week, the company had concluded 


that the group was correct — there was an opportunity, but | 


the company wasn't organised to distribute its products over 
the Net. Within another couple of weeks, they pulled.in people 
from different parts of the company to create a new 1,500 per- 


son division. That is the kind of speed and resilience thatcom- | 


panies have to demonstrate in a changing environment. 


If the company is stuck in its traditional career manage- | 


ment process, the response will be: “We cannot move this per- 
son over here. It is not a part of his career plan.” What do you 
mean it is not a part of his career plan? That job didn't exist two 
weeks ago! In a stable environment, you knew whata career is 
going to look like. Ina unstable, fast-changing competitive en- 
vironment, we don’t know what it will look like. Therefore, 
companies have to think in terms of what the market oppor- 


Wayne Brockbank has a simple mantra 
performance in a world of rapid change: 
everbody in your organisation on identifyin 
adapting to critical trends in the market.by 
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tunities are, and how their key talents should be allocated to 
address these opportunities. 

I Wouldn’t that make a lot of individuals feel they have no 
control in mapping a career of their choice? 

The reason they are out of control comes back to what we 
started with — uncertainty. And you are right, things are une 
certain. The most important element in this whole career 
management issue is: as the world changes, what are the new, 
key value-added activities our company should be involved in 
and allocate talent to? Now that sounds reasonably straight- 


| forward, except there are some companies that have great tal- 


ent but aren't organised the right way. Others have great chal- 
lenges and are organised the right way, but they lack the talent. 
Over the last 15 years, GE has probably done the best job in 
this area. Since the mid-1980s, they have kicked off a series of 
initiatives — downsizing, delayering, workouts, changing ac- 
celeration, Six Sigma. And the thread running through them 
all is: people throughout the Company, not just the top man- 
agement, can identify low value-added work and suggest how 
to get rid of it. Similarly, what is high value-added work? And 
how does a company allot its best talent to it? At GE, people at 
every level address that question on an ongoing basis, That is 
one of the reasons why it is so competitive around the world. 
& in these times of rapid change, often corporate culture, 
even of supposedly successful firms, becomes an impedi- 
ment — either coming in the way of a new strategy, or by 
making the process of adapting to market developments or 
reengineering difficult. One cannot wish away culture. So 
how does one create a culture which facilitates change? 
Before we discuss culture, we must understand what it really 
is. Research on culture is concluding that it is a commen way 
of thinking which is translated into common and integrated 
ways of behaving. It is the collective hard-wiring in the minds 
of the people. It consists of three primary elements — what we 
are trying to do, how we are going to get there, and what are the 
ethical parameters within which we conduct our company. 
Culture is the extent to which those three elements are shared 
Í 
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throughout the company and then 
translated into how people behave. 
Seen like that, no agenda in a com- 
pany is more important than the cul- 
tural agenda because that determines 
how people behave, how they trans- 
late their collective thought patterns 
into integrated behaviour. We couldn't 
have had this discussion very intelli- 
gently even 10 years ago. We have 
learnt alot about culture management 
— what it is, how to do it, why it is im- 
portant — only over the last 10 years. 
That is the foundation. 

Culture itself isn’t positive or nega- 
tive. You can have a strong culture that 
is positive; you can also have a strong 
culture that is negative. We have done 
some research and identified two cat- 
egories of culture. Some companies 
tend towards a very tightly integrated 
culture. They are focussed on internal 
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think is based on their awareness of customers, competitors, 
shareholders, suppliers. They are tightly integrated around 
the logic of the marketplace. We find the companies with the 
first type of culture — the internally focussed type — become 


We live in a world of change. And the culture at high perform- 
ing companies focusses everybody on identifying, forming 
and adapting to important trends in the marketplace. 


os 


¥ 


nally focussed culture which will survive and thrive over time. 
Our most recent research shows the most powerful HR and or- 
ganisational task before companies today is to manage cul- 
ture effectively. This wasn't true five years ago. In the past, cul- 
ture just had to be consistent with whatever made people 
happy and productive. That is the logic of the past. From our 
research, we have identified three new constituents of culture. 

First and foremost, it has to be consistent with the require- 


= 


Therefore, the critical issue is not how intense the culture | 
is, but what is the basis of the culture. Always, it is the exter- | 





operations, procedures, policies, internal issues like that. Oth- | 
ers have externally focussed cultures, where the way people | 


much less productive over time than externally focussed ones. | 


ments of the marketplace. If a company is traditionally bu- | 


reaucratic and inwards-focused, and the marketplace has be- | 


come more competitive, then you need to speed up as well, or 
you will go out of business. 
The second constituent that culture needs is strategy itself. 













given this strategy, what the culture needs to be. 

Third, based on the understanding of the marketplace and 
strategy, how do we frame a cultural vision that will excite any 
employee? Now, embedded there is the assumption that the 
culture you need to have is consistent with the desires and ca- 
pabilities of your employees. 


- ployees you will hire and keep. That is the emerging logic 
' of the new culture management. We used to think it 


You have to identify what the marketplace wants, and then, | 


' Therefore, the culture you need to have should not | 
only execute your strategy, and meet the needs of the mar- | 
ketplace, but it should also determine the kind ofem- | 


“Culture must let 
you execute stra- 
tegy, meet market 
needs and hire 
the right people” 


would take more than seven years to 
change culture in a company. But they 
cannot afford to wait that long, with 
enormously competitive firms spring- 
ing up all over the world. If you are an 
US software company, you have to 
benchmark with an Infosys today on 
how to run a software company. And 
the issue is you have to ensure your 
culture is consistent with these emerg- 
ing competitive pressures. 

E So what principles can leaders fol- 
low to choose the culture that fits the business strategy? 
The first principle of culture management is people across the 
company should be in touch with the marketplace. In the 
past, most companies didn’t think it was worth their time to 
keep their people in touch with what was going on outside. 
That is now changing. Companies today recognise that every 
employee needs to understand the external challenges. 

So, the management becomes less of a dictator and more 
of an orchestrator, conducting a composition which every- 
body already knows. A number of companies in the pharma- 
ceutical industry work aggressively at keeping their research 
scientists, product developers, marketing people, production 
people, in touch with the changing needs of the world. For ex- 
ample, Medtronics invites patients and physicians to its an- 
nual meetings, to talk about its products. What the physicians 
say is of technical and clinical interest. But the passion comes 
when patients stand before employees and say: “Let me tell 
you how your product has saved my life, and what I have done 
with my life which I could not have done without you doing 
your job.” Obviously, such stories have a powerful impact. 
People go back to their work saying: “Now, I remember what I 
am doing here, and now I am ready to work extra hard to keep 
bringing this comfort to people.” Medtronics is using the voice 
of the marketplace to define what its culture should be. 

Then, obviously, leadership plays a very important role in 
culture management. That means (a few) things. First, leaders 
need to be role models themselves. You cannot say: “I want 
everyone else to behave like this, but I prefer some other way.” 
Or, “I want everybody to move fast, but I want to be slow, very 
precise and bureaucratic as that makes me comfortable.” That 
type of leadership, of not walking the talk, is a thing of the past. 

Leaders are being measured, rewarded, promoted on how 
well they identify and promote culture which will make the 
company successful. So, in addition to results, profitability, 
market share, time to market and other things, they are also 
being held accountable for the cultural infrastructure, which 
will keep the company successful in the future as well. E 
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With Esops going underwater, cash is becoming the 
preferred compensation mode at IT firms. 


N 8 July 2003, tech titan Microsoft stunned the 

world by doing away with stock options. On that 

day, Microsoft shares closed at $27.70, lower by 

more than half its 2000 peak of $60. A majority of 

Microsoft's stock options were ‘underwater’, i.e., 

stock prices were much lower than the prices at 
which employees had an option to buy the shares. That made 
the options worthless, prompting Microsoft to do away with 
them and start issuing actual shares instead (with a vesting 
period, of course). 

Back home, India’s homegrown tech giants Infosys Tech- 
nologies and Wipro have gone a step ahead. First, both have 
suspended stock options this year. And second, unlike Mi- 
crosoft, the duo did not even resort to ‘stock awards’; they 
decided that good old cash was the best way to attract, moti- 
vate, retain, and reward talent. The decision was made after 
employee surveys conducted at the two companies showed 
that an overwhelming percentage of employees preferred 
cash to stocks. 

Is this the beginning of the end of the golden era of 
stock options — an era which spawned more employee 

millionaires than any other phase in corporate history? 
“Today it is only the CEOs and, maybe, the sec- 





©’ as part ofthe compensation,” says Ronesh Puri, man- 
aging director of search firm Executive Access. “Stock 
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 ond-level guys who are willing to take stock options | 


options used to be a great, powerful and credible tool for at- 
tracting talent. But now prospective employees react to stock 
options like a bull would react to red cloth,” says the human 
resources head of a large IT company. He couldn't have cho- 
sen a better metaphor. 

During the 1990s, options were to employees what honey 
is to bees. That was when tech companies had borrowed and 
perfected what was essentially a manufacturing sector idea of 
the 1950s. The term Esop was more than a mere acronym for 
Employee Stock Option Plans. It was the password to a world 
of instant (well, three years to five years depending upon the 
vesting period) wealth and riches. 

Employers, too, were initially excited about options. This 
was, after all, their most potent retention tool. Few employees 
were willing to throw away millions in options and head for a 
new job. And options were relatively cheap too — issuing op- 
tions does not involve a cash outgo for the company. 

Over the last three years, the global economic slowdown in 
general, and the tech meltdown in particular, has dunked 
stock options in deep water. The timing of the crash was par- 
ticularly painful for Indian employees, who had come rather 
late to the global tech party. “A few made millions. But the op- 
tions dream has turned sour for a bulk of employees,” says the 
CFO ofa large IT firm. That’s because over 70% of the options 
were issued during stockmarket peaks. 

Jayaram Easwaran is one of the many HR managers who 
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have seen the pendulum swing. In December 2000, at the 
peakofthe boom, he joined the human resources department 





-of Tality, then the world’s largest independent chip design | 


firm. Tality was unlisted, but was on the verge of launching an 

~ IPO, Its nearest rival, the size of which was less than a third Tal- 
ity’s. size, had a $3.5-billion market cap. Most expected Tality’s 
stock to soar after the IPO. 

That gave Easwaran a terrific recruitment tool. People 
were willing to join Tality at salaries that were 30-40% lower 
than their existing cost-to-company (CTC). That was because 
Tality was offering tantalising stock options. 


» But the dream was short-lived. In just a few months, as the | with 
| the siren call of stock options, are the worst hit. Even large es- 


_ stockmarket came crashing down, Tality’s plans of going pub- 
lic failed to materialise and its options turned worthless. 


Now HR managers are finding that prospective employees | 
are just not interested in options anymore. Veena Manian, | 


Variable pay gains importance 
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Tips employers and employees could use to salvage underwater options 


| senior management candidates in the 35-38 age group — 
| people with greater risk-taking capacity are shying away 
| from options,” she says. The most common demand, she says, 












principal consultant and head of retention and productivity 
solutions at the Rs 100-crore HR agency Ma Foi, agrees. “Even 


is for a cash performance bonus thati is aee above the 





dares Ravi Ramu, CFO, Mphasi&- -BFL. 

There is another reason for the new prelen: 
with higher spending on lifestyle products and a greater ne 
for free cash, most employees seem to prefer cash or cash- 
based payouts rather than Esops that take timeto mature and) 
also come with a certain risk attached to the quantum of re- 
turn,” says R. Shekar, senior vice-president (human. re- 
sources), Polaris Software Lab. “This trend has been noticed 
across the board, be it lateral hires or campus recruits,” 
he adds. 

This clamour for cash is putting companies under enor- 
mous strain. Small start-ups, which have attracted talent with. 


tablished companies have trouble coping. Since manpower — 
costs are already 40-50% of sales, any further increase would 
squeeze margins. As it is, the tech meltdown had already 
shaved off margins. “Moving to a fully 
cash-based compensation system 
would deal a body blow to the profit and 
loss accounts of most companies,” says 
MphasiS-BFLs Ramu. 

That is prompting companies. to 
move to a variable pay structure. Of 
course, variable pay is hardly new — In- 
fosys has had it since the 1990s. Butthere 
are two changes now. First, the share of 
the variable element has seen a dra- 
matic increase. “Two years ago, variable 
pay was 20-30% of total salary. Now 50% 
is the norm,” says Ma Foi’s Manian. 

Infosys, which was among the first 
companies to issue stock options, is 
leading the way here too: This year, 50% 
of top management pay will be variable. 
Middle and junior managers will have a 
30% variable element and even software 
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Reduce the price at which employees have the option to buy to reflect the 
fall in market prices. But the vesting period will start afresh from the date of 
re-pricing. “Companies have missed the opportunity because stock prices 
have recovered, though select companies are evaluating this route,” says 
Harshu Ghate, managing director, EsopDirect, an Esop consultancy. 
GUARANTEED GAINS 

Former Amazon.com COO Joseph Galli negotiated a protection clause that 
guaranteed a $20-million cash compensation if his options didn't pay off. 
Try negotiating that with your employer! 

STOCK AWARDS 

Microsoft awards shares, which vest over time, for free. An employee gains 
regardless of the price at the end of the vesting period (provided it is not 
zero). But companies have to expense the stock award in the profit and loss 
account. That's a burden only big firms with huge profits can bear. 
Companies also have to get shareholder approval. 


BUSINESSWORLD 77 1 SEPTEMBER 2003 


acacia sneha NEEE EEAS. 


engineers will have 10%. 

Second, variable pay. was earlier 
linked mostly to company performance. 
But now as Mphasi$-BFUs Rarnu points 
out, a three-tiered structure is emerging. 
Variable pay is linked to company, team 
and individual performance. 

But don't write off options yet. The 
past year, when the stockmarkets were in. 


the doldrums, may have been the best. - 


time to issue stock options. Employees 
whe plumped for options in the last 12 
months, could well make a killing. a i 
With reports by Shishir Prasad and ; 

Naviit Gil. 
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N a Friday night, Mumbai-based Pramod Tripathi, 


associate area territory manager, Federal Express | 


(FedEx), was looking forward to a relaxed weekend. 
The relaxation came to an abrupt end though 


when his phone jangled at 2.30 a.m. on Saturday | 


morning. Tripathi lazily reached out for the phone 
and soon he was sitting up and reaching for his laptop. 

A US-based client was calling about a consignment of 
T-shirts for a corporate golf tournament in California. It got 
held up at the customs because of a missing document. 

Tripathi went to the customer, took down the consign- 
ment number even as he was activating the Virtual Private 
Network (VPN) client on his laptop to connect to the FedEx 
network. Once he had logged on to the network, he fed in the 
consignment number on the cargo-tracking screen and got 
details of the missing document required by the US customs. 

Next he logged on to the consignment database for the 
document, accessed it and faxed it to the client. At 3:30 a.m., 
he was back in bed, only to be woken up again at 5:00 a.m. 
However, this time around, it was just a thank you call! 


FedEx’s Tripathi says 
that VPN helps him 
‘be’ in office even 
while he is away 


| 
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“Without the laptop and access to the office database via 
VPN, this would have been impossible,” recalls Tripathi. Not 
impossible perhaps, but it would certainly have required a lot 
more effort and lost sleep. Tripathi would have had to wake up 
other staff to open the office, and would have needed to reach 
office to access the database. In this case, he just had to co-or- 
dinate with the T-shirt manufacturer, who was, in turn, alerted 
by the client. Ifhe didn’t manage to solve the problem quickly, 
he might have ended up losing a client. 

Thankfully, technology is coming to the rescue of people 
like Tripathi today. All FedEx sales people have been given lap- 
tops. Tripathi’s incident has only reinforced the company’s 
objective to deploy as many tech tools as possible to help em- 
ployees enhance performance on the job, or even offit. 

Elsewhere, territory managers at Eli Lilly feel their self-es- 
teem has grown after the company sanctioned use of laptops. 
When they meet doctors, the managers do not have to shuffle 
through 6 kg of papers comprising drug details and visual aids 
in an A3-sized folder. It’s all on a presentation on a Compaq 
laptop. Currently, the specialist drug team has 24 laptops. 

Nortel Networks has provided laptops to its 100 employees 
in India. They are in customer support, project implementa- 
tion and business development. The laptops are loaded with 
VPN clients anda call pilot, which helps access voice and mes- 
sages on laptop. Employees connect to the internal systems of 
the company from anywhere. Access depends on authorisa- 
tion of the user. Security is enhanced by 128 bit encryption. 

Nortel employees carry GPRS-enabled speaker mobile 
phones. These help in faster data downloads (33 Kbps com- 
pared to 9 Kbps on GSM phones) and in conferencing, while 
on the move. The mobiles help employees establish a dial-up 
link to the Internet on the laptop, even when there is no Wi-Fi 
hotspot or a fixed-line phone. The average phone bill of a Nor- 
tel employee is Rs 6,000 a month, and the tab is picked up by 
the company. Says Ravi Chauhan, vice-president (India and 
Saarc), Enterprise Solutions, Nortel Networks: “It’s like sitting 
in an office even if you are away at a client location.” 

Intel also encourage employees to telecommute. Jayant 
Murthy, general manager (marketing), Intel India, says: “Chip 
design happens in India, manufacturing in the US, Ireland or 
Israel and testing in China. Employees have to be in touch 
with each other and need not be in office to work.” 

After the 1,000-odd employees at the company’s Banga- 
lore design centre finish work, they can connect with their 
counterparts around the world on Notebooks. The cafeteria at 


Personal tech tools let 
Staffers telecommute. 


Ý% Tech@work 
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WSM’s Sharma says RoutePro helps staffers save travel time 


Intel's Bangalore office is wirefree while its Mumbai office was 
made wirefree six months back. If the staff were tethered to 
their offices, it would have been impossible to co-ordinate 
with teams around the world working in different time zones. 

Technology at work might sound like a cliché, but surpris- 
ingly its use is pretty low. Nasscom says the IT spend of com- 
panies as a percentage of total turnover is less than 1%. And 
this relates more to new software deployed by the company or 
implementations like CRM, ERP, database management soft- 
ware, et al. While the basic infrastructure is important, per- 
sonal tools like laptops, allowing use of messengers, GPRS-en- 
abled mobile phones, wirefree devices, Wi-Fi networks and 
PDAs enable employees to be connected anytime, anywhere. 

A recent Nasscom-IMRB survey found that 40% of the 
businesses saw an increase in productivity due to IT imple- 
mentation, while 58% stated that there had been a positive 
impact but it was difficult to quantify it. 

Ask — WiproSpectramind 
(WSM) and they will tell you 
how much their automated 
route management system has 
helped in saving employee and 





Soft tools at work 


Companies are empowering staff with tools that 


TECHNOLOGY 


actly the vehicle will be outside her place and the wait time is 
no more than five minutes. Apart from time savings (it cuts 
down planning time to four hours from 72 earlier), this has 
helped in other ways. Rakesh Sharma, vice-president (infra- 
structure), WSM, says: “The human bodyis not at its peak per- 
formance if it has to travel for over 120 minutes. Now 40% of 
the staff comes to work within 90 minutes.” 

Once in office, instant messengers (IM) are a boon in re- 
sponding to customer queries. At WSM’s technical help desk 
whenever a query comes in at the junior agent's desk and he is 
unable to resolve it, he contacts the senior agent on IM to sort 
out the problem. The input costs are nil, while by-products in- 
clude improved quality of service. FedEx uses IM tool Jabber. 

Automated HR systems are also in vogue. No more written 
notes for leave, shift change, compensation and benefits. At 
www.iniitian.com, NIIT staffers can make travel bookings, 
know their appraisal status, be informed about their benefits 
online and discuss things with departments heads. About 
1,700-2,000 NIITians use this, WSM calls this I-orbit. 

Another feature that WSM offers is a scheduler where em- 
ployees can put requests to exchange shifts. This is linked to 
the transport management system, RoutePro. In case ofa shift 
swap, the transporter knows whom to pick and whom to skip. 
At Johnson & Johnson, myjnjindia.com serves the online HR 
link to all employees. While Eli Lilly’s territory managers report 
online on the day's work. All the information is summarised by 
asystem called I-call-Drs. This is also where the 400 staffers get 
their salary details and internal communication. Eli Lilly is 
planning to hook up to doctors to get feedback on new drugs. 

Some initiatives can take a while to convey their useful- 
ness or pitfalls, Take the audio/video back-ups that WSM em- 
ployees were given recently — a 
good tool to know the weather 
in Detroit and the latest hap- 
pening in the US, But the back- 
end, linked up via Internet news 





company time, while cutting 
the annual transport expendi- 
ture by Rs 2 crore to Rs 15 crore. 
Prior to this, the 7,000-people 
company was at its wits end to 
manage cab utilisation, on-time 
arrival and route planning. Even 
the basic planning on spread- 
sheets would take 72 hours. 
Things changed when WSM 
installed Baan’s RoutePro Soft- 
ware. The software picks up the 
employee data — location and 
shift. This co-ordinates with the 
Eicher City map and generates a 
time schedule, route plan and 
the total distance travelled. The 
company engages 200 vehicles 
from 11 transporters in Delhi to 
pick-up about 3,000 employees. 
With RoutePro, 97% of the 
pick-ups are scheduled. The 
employee also knows when ex- 


allow them to stay connected, update skills, access 
in-house database or simply conference on mobile 
speaker-phones. In some cases, connectivity covers 
employees, companies and customers. The toolkit: 
LAPTOPS: For onsite presentations, VPN client 
access to office database, CRM and ERP. Eighty per 
cent of Intel staffers carry laptops; Nortel Networks 
staff conference from anywhere via laptop. Saves 
time and helps do on-the-spot conferencing 
MOBILE PHONES: Especially GPRS phones for 
high-speed data access. At Nortel Networks, all 
staffers carry GPRS phones 

INSTANT MESSAGING: FedEx uses Jabber, and 
WiproSpectramind (WSM) uses MSN and AOL 

HR SYSTEMS: For pay, leave, travel, benefits and 
shift swap systems. Used by NIIT and WSM 


ROUTE MANAGEMENT: Software saves worker 
and company time. WSM is an early adopter 


ONLINE LIBRARIES AND COURSES: NIIT, 
Intel, FedEx, Eli Lilly use these. Intel has a few 
terrabytes of learning tools that employees can use 
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sites failed to live up to expecta- 
tions. Often agents conveyed 
concerns about heavy snowfall 
in Chicago, as shown on the 
news clips, while it was actually 
bright and sunny out there, 
making customers furious. 
Also, if you use the call pilot 
on laptop to access fax, mail or 
voice messages, make sure that 
senders keep their messages 
brief. A huge voice mail can eas- 
ily block email. Says Chauhan: 
“There is always a learning as- 
sociated with new tools. But 
most often paybacks in terms of 
time, money and productivity 
are significant. The use of tech- 
nology tools will only increase.” 
Amen to that. kal 





With reports by Shweta Verma 
and Gina S. Krishnan. 










‘Easing 
the exit 


-Firms are discovering 
te value of helping exiting 
gem ployees fi find an alternative 



















































way of firing people. Recently, employees at 
und out they had been sacked when they 
t work in the morning. At the doors of the 
ard asked them to surrender their identity 
e. Their dues would be mailed to their resi- 
they were told.There's another way to fire people. By 
downsized employees find alternative employment. 
umber of companies that actually follow the second 
is fairly small. However, the best companies do pro- 
outplacement services like career counselling. 





ivananthapuram. “There were 300 perma- 


d place as many as possible,” says Santrupt 
yrporate human resources), AV Birla Group. 
re placed within the group’s different busi- 
to provide them with new skills like using 
ays. A year and a half later, most people were 
nt for higher studies; others started some- 
own. The entire process was done in-house. 

R manager, who 
nerger between two 
nals says: “We set up a 
management cell for 
people losing jobs. We had 
nsellers, headhunters offer- 
ing leads. We even had financial 
counsellers talking about small 
business opportunities.” 

Wipro tells a person six mon- 
ths in advance that he would be 
better off seeking a job elsewhere. 
Pratik Kumar, corporate 
vice-president (HR) says: 
“Usually, we hold a meeting 
involving the person, his 

supervisor and HR. 
Many supervisors find it 
difficult to handle these 
meetings. But we ask them 







































who would get affected; it was our responsi- | 


_ Making it 
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to do this. Ifhe really can't handle it, then the HR does it.” 

The outplacement exercise itself is handled quite dis- 
creetly. “We help employees get in touch with consultants who 
specialise in such issues. They don’t know why these people 


| are leaving; so it is confidential,” says Kumar. Many people 
1998, the AV Birla Group shut down its Seawater Magne- | 


move to slightly smaller organisations and find it works out 
well for them. “Some have even got higher salaries,” he says. 
For firms, too, the benefits can be great — their brand im- 
age as a great workplace gets burnished. Companies some- 
times lose key people within 30 to 90 days after layoffs are an- 
nounced — people who stay back need to see the firm treating 
affected workers right. Research shows companies with good 
layoff practices actually see their stock prices appreciating. . 
Trouble is, few Indian companies budget for the expenses 


| ofoutplacement. And as downsizing and poor business con- 





ditions go hand in hand, it’s even 
tougher to outplace people. 

But there are positive signals. 
Globally, outplacement is big 
business for HR consultancies — 
and some of those biggest names 
are now getting into India. Right 
Consultants, the world’s largest 
outplacement agency, has joined 
hands with Anil Sachdev’s Grow 
Talent. ABC Consultants has tied 
up with Drake Bean and Morris. 

In fact, recently, when the 
ABC chief executive Tarun Bali 
made presentations on the scope 
and benefits of outplacement 
services to 200 companies, many 
were interested. Corporate India 
may just become a better place 
to get laid off from. a 
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The most comprehensive solutions 
are always found in one tool. 
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GMAT, XAT... 
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Businessworld Mega B-school Guide. 
A 272 page handbook at Rs195 only 


Free CD! With mock tests - CAT, GMAT, XAT... 
Also tips for written tests, GDs and interviews. 
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It’s like deja 
vu. After all 
that running, 
you're still in 
the same 
place... 
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E tis true. The secret is 42. No, not because it is 
21 times 2 or 7 times 6. Not even because 
i Douglas Adams said so. That’s my age. I have 
been here for some time. Multiply my age by 
0.5 and you'll know. I know you are thinking — 
what's with the math? Training, training. I am not 
allowed to say anything until it is statistically 
significant. Intuition is like that part of my body I 
can't mention. Either of them I don't use much. 
Okay, so I haven't that great a sense of humour. 
Never needed to use it. Got married at 22, 
bought my house at 28, built my pool at 34, took 
my vacation to Tahiti at 35. Life was too serious. 

But now I see the grass on my campus and 
feel it's greener on the other side. I feel these vib- 
rations. I hear ringing sounds (all polyphonic). 
Could be my age, but most likely it is Muthu — 
the placement guy. All right, all right, I am selling 
out. Leaving the wonderful fabric of homegrown 
culture and heading for the light. Don't blame 
me. For I have seen that I did not see it coming. 
Who knew they would not hand out any more 
stock options? I should have shorted the stock 
long ago, but the last tranche was yet to vest. 

I am sorry to sound bitter. It wasn't always 
like this. Back when we started, it was fairly rela- 
xed. Machines were slow, the connection was 
slow, life was slow, but over a cup of coffee you 
could hear God's vision. It was great entertain- 
ment. He spoke about the lands we had to 
conquer, the mindsets we had to change and the 








-Matrix reloaded 


wealth we had to create. Senthil even built a nice 
program. You could feed in the vision thing and 
it would throw up a number. The number was 
our pay hike. It worked every time. Those days 
the sentences were short and the numbers high. 
Last year we fed an entire paragraph and it hung. 
I checked with Senthil recently. The program 
doesn't work any more. Gives a WIN32/SYSTEM/ 
EXPECTATION.ERROR message, he says. 

We really haven't had the time to rewrite the 
programme. And God hasn't had time to 


| rephrase his vision statements. Senthil and I, 


we've been very busy of late. Both of us have 
been playing a game popular on campus. It’s 
called Free Cash Flow. It’s a simple game. When I 


| work my regular eight-hour shift I am the Cash 

| Flow. The next three hours Senthil works — for 

| Free. They don't bill those hours to the client. He 
| would have quit, but they were quicker to the 


draw. He was sacked while doing the seventh 
spell-check on his resignation. He got desperate 
so they gave him another six months to improve. 


| Last night I saw him reading “Seven Habits Of 
| Highly Effective People”. That's the book Sharma, 


the project manager in enterprise group, was 
reading before he got shown the door. Bother. 
You know the other thing that bothers me? 
The language around the place. There is talk of 
multi-skill matrices. The HR talks about diver- 


| sified competency sets. When it gets really seri- 


| ous, the bosses talk about binomial expansion of 





our inner potential. My potential is already so 
stretched you can draw the map of the world on 
it. Frankly, I would rather have an exponential 
increase in foreign travel. Travel broadens the 
mind. Helps you connect to your country better. 
Nothing like feeling a bit superior to those stupid 
Americans, whom we replace, to feel better in 
these times. That small bit of fun is gone as well. 

I make do with tennis now. I used to swim till 
it got traumatic. I hit the pool a few weeks ago. 
When I opened my eyes I saw all my stock swim- 
ming underwater. I had swallowed large quanti- 
ties of chlorinated water when they fished me 
out. I avoid water now. Grass is better. It is the 
right colour. The texture matches my life. Hey, 
wait a second. I am getting those vibrations again. 

It was Muthu again. That MNC just hired 


| someone else. Rapid scale-up and all that. Don't 


| think I am going to quit. I just saw the new 


plaque on the boss's table. It says: “Don't Panic.” 
Like always I'll believe him. Gi 
SP 
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Greater Bank-The “BEST” Co-op, Bank from Mumbai 





While we have the very finest technology in place, what we also have in place great service. A world where old fashioned banking exists in 
harmony with new fashioned technology. We have have been successfully in giving high interest rate to depositors, charge low rates to the 
borrowers, offer best pay packets to our employees and last but not the least maximum dividends to members. Narendrakumar A. Baldote 


fter celebrating Golden Jubilee last | 
A year and honoured with the title of | 
“Best Urban Co-op Bank” at the 
hands of Bimal Jalan, Hon’ble Governor 
of RBI, for the fiscal 2002, recently the 
bank performed 


its 
successfully 


of net profit. 
The Greater 
Bombay 


Bank Ltd, 
popularly 
known as 
Greater Bank, under the Chairmanship of 





52nd AGM | 


50 like-minded friends, formed a bank 
under the Bombay Cooperative Societies 


| Act., from December 15, 1952. It received 


scheduled bank status in 1996. Today 
| Bank has 16 branches, one extension 


i 


counter and 13 ATMs with subscribed 


| Share Capital of 6.45 crores. The newly 


E AEA O E- ta 
declaring | 
15% dividend | 
and 10 Crores | 


constituted Board of Directors consists of 
15 Directors with Narendrakumar 
Baldota, heading the Bank as its 
Chairman and Managing Director. 


| Abheraj Baldota has bestowed the 
| coveted position of “Chairman Emeritus” 
| of Greater Bank in the same year. 


_ Cooperative | 


Narendrakumar Baldota has brought in | 


sweeping changes. 
To form a cooperative bank is as 


Abheraj Baldota, with five other 


businessmen, came together in 1952 to 
start a cooperative bank. With an initial 


©) GREATER Bank © 
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Greater Bank CMD Mr. Narendrekumar Baldota addressing large gathering 
of members on the eve of Bank's 52nd Annual General Meeting held at IES, 
Manik Hall, Opp. Lilawati Hospital, Bandra Reclamation. 
Ratti, Mr. 

Smt. Madhuriben Baldota, Mr. Jaswant Mehta, Mr. Ashok Vakharia, 
Mr. Lalwani, Mr. Ahire and General Manager Mr. Dandawate are also seen in 


Directors Mr. Subhash baldota, Mr. 


the photograph. 


| available on regular payment of term | 


The Board has modified the credit 
rating system and now rebate up to 2% is 
available to the eligible, punctual and 


disciplined borrower members availing | 


working capital facilities of Rs.10 lakhs 
and above. The rebate up to 2% is also 


| loans. 
difficult as setting up a new industry. | 


Recently, RBI has allowed the 


| unsecured loan limits upto two lakhs. 
| Greater Bank has taken this in right spirit 
| and accordingly devised two loan 
share capital of Rs.21,000 collected from | 





schemes. These loans, namely, Greater 
Convenience Loan and 
Greater Bank’s House 
Repair/ Renovation 
Loan, focus on salaried 
middle class with the 
F objective of leveraging 
hassle-free loans that 
offer higher eligibility 
and competitive interest 
rates. 

After introducing 
bill center to help 


HEDUL f, 


telephone, electricity 
bills etc., Greater Bank 
has settled around 
30,000 bills valued 


Suresh Vakharia, 


83 


customers to pay their | 


Greater Bank Performance in a nutshell 


| xERB4, Mr. Baldota declared the: 
M Bank's financial results of 
2002-2003 during the) 


| “esm.w Annual General Meeting | 
‘held on 10th August. During the financial | 
|year 2002-2003, Share Capital stood at | 
IRs. 6.45 crore (Rs.4.67 crore last year), | 
| Working Capital rose from Rs.642 crore 
ito Rs.715 crore, Reserves rose from) 
Rs.65 crore to Rs.83.84 crore, Deposits | 
[jumped to Rs.553 crore (Rs.511 crore} 
[last year), Advances to Rs.362 crore 
| (Rs.353 crore last year), while Profit rose | 
ito Rs.10.19 crore. Bank's CRAR stands | 
¡at 16.06% as against the benchmark of| 
19%, Net NPA 8.48%, and Audit} 
‘Classifi cation “A”. 





around Rs.3.75 crore, hiiia from the 
customers. saving their valuable time and 
energy. Bank has taken a decision to go in 
for “Bancassurance”, which is a new 
avenue for doing insurance business. 
Bank plans to start mobile net banking, 
installation of kiosk screen at branches, 
While narrating the secret of the Bank's 
satisfactory client relationship 
management, Mr. Baldota articulated that 
the Bank’s ATM service was amongst the 
top 5 Banks. He reiterated that Bank’s every 
endeavor is to provide all new avenues to 
its customers in the possible areas. He also 
added that recently the Bank had received 
permission for opening of 2 new branches- 
one at Ghatkopar and another at Nerul. 
Further, Mr. Baldota stated that the Bank’s 
effort is on a foot for securing ISO 
Certification for all branches this year itself. 
On technology front, the Bank has already 
robust technology adoption plan along 
with the scheduled RTGS implementation 
from December 2003, which will enable to 
provide online solutions to bankers, 
Mr.Baldota affirmed. a 





Svogue 
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Revisiting 
How the software start-up got its 


tenth co-founder, its first office 
and its first order.by Subroto Bagchi 





ON 18 August 1999, nine of the most 
high-profile names in the Indian IT in- 
dustry including Ashok Soota and Sub- 
roto Bagchi announced the formation of 
software start-up MindTree Consulting. 
Businessworld carried an exclusive first- 
person account by co-founder and vice- 
chairman Bagchi of how the company 
was conceptualised, formed and funded 
(Setting Up MindTree, BW, 6 September 
1999 and ‘Setting Up MindTree-II, BW, 
13 September 1999). Four years later, we 
revisit MindTree to see how they survived 
9/11 and all the rest. This time Bagchi 
writes how the company has progressed. 
Like last time, this time, too, the story will 
be carried in two parts in two successive 
issues. (For the 1999 story on MindTree 
logon to www.businessworldindia.com) 


The tenth co-founder 


N the morning of 19 August 
1999, we went to work still 
recovering from the heady 
feeling from the launch of 
MindTree the night before. 
The events of that evening 
had signalled a perfect 
start for the company. 

First, we had a press meet in the 
morning that was so well attended by 
both print and electronic media that 
there was not even standing room. On 
the occasion, we showed a hastily put 
together film based on the first part of 
the ‘Making of the MindTree’. The high 
point of the 22-minute film by TMG was 
the shot showing children of the Spastic 
Society of Karnataka at work, painting 
their renditions of our logo depicting 
imagination, action and joy. 





As the camera focussed 
on 17-year-old Chetan ex- 
plaining his work with the 
help of another child, every- 
one watching the film cho- 
ked with emotion. Chetan is 
autistic, people did not un- 
derstand what he was saying. 
Another boy who had a dif- 
ferent form of cerebral palsy, 
but could speak, interpreted 
what Chetan was saying. He 
explained through his friend 
and interpreter that the blue 
upward stroke he painted 
represented imagination 
and the yellow dots around it joy. 

The next day, the story of MindTree 
and how its logo was created made 
waves across India. There wasn't a news- 
paper that did not have us on the front 
page. For the first time, a corporate or- 
ganisation had entrusted its visual iden- 
tity in the hands ofa group of differently 
able children who had no idea about 
brand and visual identity. 

After the launch that morning, in the 
evening we had a get-together at the Taj 
Residency in Bangalore. It was attended 
by Azim Premji of Wipro and Nandan 
Nilekani of Infosys Technologies among 
other IT industry people. One man de- 
liberately left out of the invitee list was S. 
Janakiraman (Jani), the then president 
of Wipro’s Global R&D. 

Jani and I had worked together in 
Global R&D. After I moved out from 
Global R&D as its first chief executive, 
Jani took over and, by 1999, grew it from 
600 people to 1,400. We worked like the 
left and the right hand of the organisa- 
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S, Janakiraman; MindTree’s tenth co-founder 


tion. When I left Wipro to join Lucent, 
Jani was heartbroken. While contem- 
plating the making of MindTree, the 
founders never thought of asking him to 
join in as he was considered to be doing 
too well for himself. KK (Krishna Ku- 
mar), Partha (N.S. Parthasarathy), Kal- 
yan (Banerjee) and I had worked closely 
with him as had Ashok, whom Jani was 
reporting to until Ashok left Wipro. 
Sometime in July, as the news of 
Ashok’s leaving Wipro got around, Jani 
was devastated. There was no way he 
would stay on at Wipro. After a few 
rounds of discussion, it was settled that 
he would be our tenth co-founder, a fact 
that could not be made public on 18 Au- 
gust, when Part I of the ‘Making of the 
MindTree’ was released. Wipro was still 
working on the modalities of retaining 
Jani or letting him go. So he was not a 
part of the gathering the night before. 
Jani was born to a village postmaster 
in Tamil Nadu in 1957. His father was a 
man of little means but with a burning 
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desire to see his son get the best possible 
education. That ambition conflicted 
with his frequent transfers to places that 
did not offer good education. So, he kept 
his wife and children in a place where 
the schooling was good and chose to 
travel alone to wherever work took him. 
In order to afford the two establish- 
ments, he would not rent a house in his 
place of posting. Instead, when the vil- 
lage post office (usually a mud hut) 
closed, he just slept there. Every bit 
helped to save up and finally Jani earned 
a Master's degree from the Indian Insti- 
tute of Technology-Madras and joined 
Wipro as an R&D engineer. 

When Jani came on board, his mov- 
ing out of Wipro caused serious and un- 
derstandable concern in the minds of 
Wipro’s top management. As we grew, 
contrary to the fear in some quarters, we 
did not turn out to be a “Wipro shop”. 
Our desire was to build something 
ground up. 

We started with T.G.C. Prasad, Amit 
Agrawal, Erik Mann and Joseph King. 
Prasad was implementing SAP for Price- 
waterhouseCoopers'’ clients. A mechan- 
ical engineer with a diploma in human 
resource management from the Tata In- 
stitute of Social Studies, Prasad had 
topped his batch and taken up a career 
in HR. Then he had moved to sales and 
had gone on to Singapore before switch- 
ing to software development. 
My eye had been on him for a 
long time and after a quick 
round of discussions, we set- 
tled the case for him to set up 
our People Function. We 
needed an unusual individual 
who could bring in both the 
consulting view and hands-on 
experience to the job and 
Prasad fit the bill perfectly. 

Amit Agrawal was raised in 
New York City by his immi- 
grant parents and he went to 
school at Rutgers. Though his 
original ambition was to study 








MindTree 


music, he ended up majoring in com- 
puter science. Anjan discovered Amit at 
Cambridge as a “hot shot” technical ar- 
chitect who was what we called 
“MindTree material”. I met him over 
lunch in New Jersey and expected that I 
would have to do a sell job to get Amit to 
take the plunge. In yet another happy 
move, life presented Amit to us on a sil- 
ver platter. No questions, no issues. 
Amit was subsequently chosen as 
MindTree Mind of the Year in 2001, our 
highest internal recognition. 

Then came Erik Mann. Schooled at 
Princeton, flying cross-country gliders 
at US National Championships, Erik 
gained great experience at Health Man- 
agement Systems and then at Cam- 
bridge Technology Partners (CTP). Erik 
designed eExpress, our methodology 
for e-business implementation, led our 
delivery team in Avis and then set up our 
healthcare vertical in 2003. 

Scott Staples brought in Joseph King 
as vice-president of marketing. Joe and 
Scott had worked together in Cap Gem- 
ini and at Cambridge, and Joe got the 
marketing act off the ground pretty fast, 
setting up our direct marketing efforts, 
putting in place relationships and, fi- 
nally, taking on additional responsibility 
for our People Function in the US. 

One position that remained open 
for a long time was head of finance. 


Erik Mann (L) and Joe King were among the first to join 
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Ashok saw dozens of candidates and it 
was difficult to convince him on any- 
one. He was very clear about wanting to 
take a young person whom he could 
personally groom. Additionally, the in- 
cumbent had to be able to take the 
white heat of Ashok’s proximity day in 
and day out. After a long search, we fi- 
nally found Venkat (N. Venkatraman) 
from Andersen (long before the Enron 
scandal, thank you...). 

Shortly afterwards, we recruited 
Vishweshwar Hegde from Motorola as 
our head of quality. Vishu, as he is better 
known, was part of the team that set up 
the world’s first Six Sigma facility for Mo- 
torola and had both a manufacturing 
and a service view of quality. When not 
working, he plays many instruments, 
acts and can even walk on his hands! 

The vision of MindTree was to build 
two specialisation areas. On the enter- 
prise side, we wanted to provide e-busi- 
ness consulting and implementation. 
On the tech side, we wanted to provide 
product realisation services in the net- 
working domain. The former was to be 
headed by KK and the latter by Jani. Jani 
put together his team with outstanding 
people like Vinod Deshmukh, Sharmila 
Saha, S.N. Padmanabhan, C. Balu, Vilas 
Bhade Ram Chandran and Raja Shan- 
mugam. While Balu came from Novell 
and Vilas from Philips, Vinod, Sharmila, 
Ramachandran, Padmanab- 
han and Raja had been with 
Jani in Global R&D. On the en- 
terprise side, we were lucky to 
get outstanding people like 
Siva Vajjhala, Babuji Abraham 
and R.K. Veeraraghavan from 
CTP, Verifone and Wipro, re- 
spectively. We were all set. 

In Somerset, New Jersey, 
Scott, Anjan and Kamran 
opened the bank account, 
won the first customer en- 
gagement, and settled on a 
small office space at the same 
time as we did in Bangalore. 





Svogu 


We did not have a customer 
engagement in India yet. That 
was to come later. 

In Bangalore, knowing 
that it would take us a while to 
create space and fix it up, we 
readily took up an offer from 
V.G. Siddhartha of Sivan Se- 
curities, later renamed Global 
Technology Ventures (GTV), 
to use an office space he had 
bought with the idea of even- 
tually furnishing it and using 
it himself. The office had all of 
14 tables, but it was a God- 
send. The place came with a 
phone line and we finally had 
a mailing address! Though 
the place was as just about as 
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big as Ashok’s presidential Ashok Soota (top right) 
corner office at Wipro, it felt and Subroto Bagchi: 

i Members of MindTree’ 
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warmth was the joining of 
Latha as our receptionist. 

Latha was one of the 10 children at 
the Spastic Society of Karnataka who 
had painted for us along with Chetan. 
She was born with a form of palsy that 
took away the use of her legs. Her truck- 
driver father had given her away to a 
convent, where the nuns raised her. 
Latha had a great smile and we said to 
ourselves, ‘Why not take her as our re- 
ceptionist’. She joined us on Day One. 
Today, she runs our front office. 


First customers are patron saints 


While all this was happening, KK moved 
to the US to help get the operations set 
up on the e-business side. Jani took on 
the task of putting together the technol- 
ogy team. It was settled that Ashok and I 
would divide common functions be- 
tween us. It was also settled that we 
would start offering our services for the 
India geography as well and I took up 
that task, in addition to my responsibili- 
ties of people function, marketing and 
infrastructure-building. Ashok was di- 
rectly overseeing quality, information 
systems and finance. 

But job No. 1 was landing new busi- 
ness. Though we were born in the boom 
time of the Internet, the streets had to be 
pounded and we needed some luck 
there. When you leave behind your cor- 
porate success and start something 
anew, you leave behind everything you 
stood for. However large the halo of the 
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past may have been, it is removed faster 
than you think. That is a transition that 
takes many people off-guard. Fortu- 
nately, we had no qualms about it. We 
were ready to pound the pavements. 

More than our brave attitude, what 
made the difference was the willingness 
of the first few customers who gave us 
their business. Every new company that 
succeeds does so on the strength ofa few 
such sponsors and no amount of busi- 
ness planning ever replaces their contri- 
bution. They appear from nowhere, give 
you business for no explainable reason 
and seldom claim a return on their dis- 
proportionate contribution. 

The first major breakthrough in the 
US came from Lucent. A man named 
Rod Trombly knew Scott, Anjan, Kam- 
ran and Amit and had the fullest confi- 
dence in them. No one else could articu- 
late the architectural problem he was 
battling with as well as this team could 
and we got the job. What started as a 
$300,000 project grew to a million plus 
account. To Rod, it did not matter that 
we were less than 50 people who had a 
two-room office in which the furniture 
was yet to be assembled. 

Equally unbelievable was how we 
won Avis. Joe made a direct call to 
newly-appointed CIO Larry Kinder. In 
what must be one of the rarest of rare oc- 
casions, he took the call, liked the story, 
gave us an appointment and we were 
there — driving a requirement defini- 
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tion workshop for a dozen Avis 
executives who had differing 
views on what Avis.com should 
be. That eventually led to greater 
than $7 million in business over 
three years and, in the process, 
we completely rearchitected 
Avis.com. In 2002, the new 
Avis.com accounted for 11% of 
their total car reservations. In 
2003, that number keeps moving 
in the right direction. Intrigued 
by how a Fortune 500 
customer chose a no- 
name consulting firm, 
a TV show, Business- 
Now, ran a four- 
minute report on us 
on ABC's Channel 7. 

While Avis was be- 
ginning to take shape 
in the US, one day we 
received an unex- 
pected visit from a Chuck Johnson, co- 
president of Franklin Templeton Invest- 
ments, and its CIO Allen Gula. Both 
were on a visit to India and were doing 
the big company routine when GTV’s 
Siddhartha suggested that they meet 
MindTree. They agreed and, when they 
did stop by, Chuck and Al were intrigued 
by our culture and went back to suggest 
to Richard Preece and Sandeep Bhatia 
in their IT Department that they give us 
a try. Richard and Sandeep were in the 
process of collapsing 36 huge but dis- 
parate applications into one and their 
vision was to make it fully available on 
the Internet so that Franklin Templeton 
could connect its 10,000 customer ser- 
vice representatives and end users all 
over the world. Sandeep, himself an ex- 
PricewaterhouseCoopers consultant, 
keeps high standards for himself and for 
those who work for him. What followed 
from that point on was a long relation- 
ship and we built Franklin Templeton’s 
global website. At its peak, the project 
had close to a hundred MindTree Minds 
working 24/7 across two continents. 

When Franklin Templeton gave us 
the job, they did not ask us if we knew 
the mutual fund industry. They were not 
worried about whether we would be 
around a year later. They had faith in the 
people of MindTree, something that 
Sandeep talked to me about long after 
we completed the assignment. 

In India, our first customer was Fab- 
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mart. V.S. Sudhakar was already up and 
running with Fabmart by the time we 
opened shop. His current service 
provider was not scaling up and he 
handed over his site to us. 

Then came Hindustan Lever. As we 
were getting started, Ashok walked in 
one day and declared: “We must do 
business with Levers.” When Ashok says 
something, he means what he says. The 
same day, he wrote to Keki Dadiseth, the 
then chairman of Hindustan Lever, who 
sent the mail to HLL finance director D. 
Sundaram. He was at that time putting 
together a team with the charter to e-en- 
able HLL as part of its millennial initia- 
tives. Sundaram asked us to meet K. 
Ramesh, who had just moved from their 
culinary business to steer this team. In 
Ramesh’s Brookfield Office, when col- 
league Puneet Jetli and I stood to pre- 
sent MindTree, we were aware 
of how small and naked we 
were. What if Ramesh asked for 
case studies and customer ref- 
erences? What if he asked us to 
show ISO certification and 
process maturity? 

Ramesh asked us none of 
these questions. He said he 
had read about the Making of 
MindTree in Businessworld 
and admired us for who we 
were. He did say that since we 
were industry veterans, he had 
some doubts on whether we 
would be able to roll up our 
sleeves and become hands- 
on. But he also said that the names 
behind MindTree were associated with 
unimpeachable integrity. So, he would 
go with us. From what started as a one- 
day engagement with their mid-level 
managers to educate them on e-busi- 
ness basics, we grew to build a big busi- 
ness in e-integration, data warehou- 
sing and supply chain management 
in India, China, Japan, South-east Asia 
and Australia. 


MindTree House is built... 


While customer acquisition was hap- 
pening ata fast pace, we needed to build 
physical infrastructure — the office lent 
to us by Siddhartha was, after all, only 
good for 14 people. So, we all looked 
around and settled for a lease of anew 
structure that the Brigade Group of Ban- 
galore was constructing. It was a bare 








concrete structure. 

We decided to name it “MindTree 
House 1” and approached old friend 
and architect Prem Chandavarkar of 
Chandavarkar and Thakkar to design 
the interiors. We gave him the theme of 
‘imagination, action and joy’ — our 
DNA—to be depicted in the design and 
execution of the interiors. In the final 
stages, we decided that while imagi- 
nation and action were adequately 
reflected in the décor, the place lacked 
joy. So Prem roped in Sujata Keshavan, 
the Yale-educated founder and designer 
of Ray+Keshavan — a design house 
from Bangalore. We requested her to 
use the art of children with cerebral 
palsy and blend it with digital design to 
create an unusual workplace. The result 
was magical. 

The friendship with Prem and Sujata 


MindTree House, the company’s first real headquarters 





endured through the years and we 
worked together in creating two more 
facilities in Bangalore. When The New 
York Times wrote a cover story on 
MindTree, their photograph showed 
the brilliant interior created with the 
work of differently able children in all its 
glory and the headline read “A Different 
Kind of Company”. Business India mag- 
azine adjudged MindTree facilities as 
one of the best in the industry. We built 
them with great affection, but at prices 
that were significantly lower than mar- 
ket costs. 

These facilities ran like clockwork, 
thanks to a man called Abraham Moses. 

Moses was born to a lower middle- 
class Christian family from Tamil Nadu. 
After high school, he enlisted in the In- 
dian Air Force. After his first day in boot 
camp, he realised that it was not his 


BUSINESSWORLD 87 1 SEPTEMBER 2003 








place and literally ran away. After many 
twists and turns of fate, he came to 
Wipro as an “office boy’ —a term he se- 
verely disliked. For him, running er- 
rands was not the problem; earning re- 
spect was the issue. When I took over as 
chief executive of Wipro’s Global R&D, 
Moses and I struck up a great relation- 
ship. To me, running a Six Sigma infra- 
structure was the precursor of writing 
Six Sigma code. I respected him for how 
he kept the facility spick and span. 

Moses and I had a pact. If ever I 
started something on my own, he would 
have to take care of the administration 
and facilities. In a subsequent interview 
to a magazine, Moses recalled that 
when I actually gave the call to arms, he 
had no clue what MindTree’s business 
was going to be and what his role was 
going to be. He just joined. 

People who demonstrate 
high emotional security build 
organisations. They have stuff 
in them from which faith de- 
rives its strength. It is what 
gives people courage to take 
on impossible tasks and ac- 
complish extraordinary things 
in life. 

Is it about culture, or is it 
about values? 


One of the important rites of 
passage for a young company 
has nothing to do with busi- 
ness. It has to do with culture. 
In MindTree, we were trying a 
create a next generation company that 
would work business backwards — 
blending high-calibre “local-feel” con- 
sulting with the discipline of offshore 
software development. The two are in- 
herently different animals. No doubt, 
the world was comfortably perched on 
the dichotomy between on-site and off- 
shore software development and here 
was MindTree saying it was possible to 
forge a concept we coined internally as 
“OneShore”. The teams that came to- 
gether on the platform of that promise 
also brought excess baggage from their 
pasts. The more successful teams are in 
their past lives, the larger the baggage 
becomes. The challenge very often is 
not in dealing with people's inabilities, 
but in dealing with overly capable peo- 
ple. That was beginning to happen to us. 

The consulting world works in a 
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‘business-backward’ manner — many 
among us who came from the software 
development world were more com- 
fortable working in a ‘technology-for- 
ward’ manner. The style of the consult- 
ing folks was one of authority and 
confidence, with the ability to articulate 
and be upfront. Consultants demon- 
strated high physical and mental en- 
ergy. In their interactions, form pre- 
cedes substance and they invariably 
look for intensity as a prerequisite to 
commitment when looking at others in 
the team. 

On the other hand, the folks who 
came from a software development 
background were understated and def- 
erential. They had invisible but sus- 
tained energy. In their paradigm, sub- 
stance was 
everything. And fi- 
nally, if they were 
Indians, intensity 
was culturally un- 
acceptable. 

The folks who 
came from the con- 
sulting world were 
happier working 
with dynamic spec- 
ifications and re- 
sources, while their 
development coun- 
terparts were more 
content if specifica- 
tions were cryo- 
genically cooled 
and there was con- 
stancy of resources. 

The former had 
a decisional style 
based on the here, now and today. The 
latter disliked all forms transitional. 

The consulting folks were process- 
led, but collectively did not care about 
process formalism as we see in stan- 
dards like ISO or assessments like SEI 
CMM. For instance, they were sticklers 
for time, their meetings were structured, 
they followed methodologies and 
closed each session with clear action 
points and these were followed up. But 
most had no idea of what software qua- 
lity was all about. The folks who came 
from the other world knew all about 
software quality processes, but in a per- 
sonal sense, it did not jump out of them 
when they stood in front of an audience. 
The fusion of the two was key to our dif- 








Sujata Keshavan created the ma- 
gical interiors of MindTree House 





ferentiation. The fusion was the essence 
of our brand. We realised that this was 
going to be the tough part, would take 
its own time and that there was work 
ahead of us. Our problem was made 
more difficult by the fact that we were 
people from nine different national ori- 
gins. How on earth were we going to 
manage the fusion? How were we going 
to create the alignment? 

In order to create alignment, we said 
to ourselves that we must learn to “man- 
age” our multi-cultural situation. In a 
fortuitous meeting with Professor Jukka 
Laitamakki of Fordham University, New 
York, and Professor Vipin Chandra of 
the Massachusetts Institute of Technol- 
ogy, we learned that our approach to the 
situation was totally wrong. 

Finnish-born 
Laitamakki taught 
at the Fordham 
MBA School where 
Joe King had stud- 
ied. Joe, in turn, had 
introduced Jukka to 
MindTree and he 
and Vipin came to- 
gether to visit our 
Bangalore office 
one day. We asked 
the duo how we 
could “manage cul- 
ture” in a rapidly 
growing organisa- 
tion such as ours. 

To our surprise, 
Jukka said: “You do 
not manage culture, 
nobody likes his or 
her culture to be 
managed. You have to focus on building 
values and insist that people who work 
in MindTree share those values. You 
leave culture alone as long as you have 
shared values.” How true that was! Out 
here, we were mud wrestling with a pig 
while the answer lay elsewhere. 

In a room full of MindTree’s senior 
folks, Jukka asked us: “So, what are your 
values?” The room was silent. I walked 
up to the white board and wrote down 
the six values that we had articulated 
while conceptualising MindTree. They 
were (i) lower total cost of ownership for 
your customer, (ii) teamwork, (iii) learn- 
ing, (iv) shared wealth creation, (v) so- 
cial sensitivity, and (vi) integrity. 

The inability of the people in the 
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room to spontaneously recall these in- 
dividual values deeply concerned 
Ashok. He saw the need to go back to 
MindTree Minds to seek their inputs on 
what the value system of the organisa- 
tion should be. He was of the opinion 
that as a less than 500 people company, 
we were all founders in some sense and 
every one must be made a part of the 
value creation process. In the following 
few months, we had several rounds of 
discussions at all levels, involving all our 
locations and finally had a new set of 
values articulated. 

These values, after much discussion, 
were settled as (i) caring, (ii) learning, 
(iii) achieving, (iv) sharing and (v) social 
sensitivity. Each value was expanded to 
convey an intended meaning and, in 
turn, asked for certain behaviour from 
each MindTree Mind. 

Caring to us meant caring for cus- 
tomers, employees and shareholders 
and what we called organisational car- 
ing. Learning was about development 
and innovation. Achieving to us was ac- 
countability, action orientation and 
teamwork. Sharing involved giving 
away knowledge and encouraging, ap- 
preciating others. Social sensitivity was 
thought ofas commitment and integrity. 

The new MindTree values were easy 
to remember as they lent themselves to 
the acronym CLASS. Far more arduous 
would be the task of creating a common 
dictionary, driving alignment and get- 
ting these institutionalised. In parts we 
knew that. In some parts, we did not 
know what we did not know. Internali- 
sation of values is not about top man- 
agement articulation and wallpaper. It 
happens one day at a time, one person 
at a time and does not come without 
moments of truth. One such moment of 
truth came when avery senior person in 
the company had left an audit trail of 
minor fiscal irregularities. As soon as it 
surfaced, we met as a management 
team and decided that irrespective of 
the person's seniority and the conse- 
quences to the business, we would ask 
the person to resign. The result was trau- 
matic for many employees who had no 
idea why the person was asked to go. 
Some who knew the background felt 
that we were being unduly harsh. Only 
over time did people realise that we 
meant what we said and values were 
things that we did not take lightly. W 
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=u] HE BJP government prides itself on its com- 


in some areas it has even demonstrated its 
commitment. Butit did not attempt to disma- 
ntle foodgrain subsidies and it avoided touch- 
ing fertiliser subsidies. However, it went ahead with some 
determination to decontrol sugar and managed over the 
years to bring down sugar levy from 40% to 15%. One 
more little jump and the industry would have been freed. 
But, just when the government got ready to jump the 
final hurdle, it drew back. In March last year it put offsugar 
decontrol to October 2005. That was a very long second 
thought: even if the BJP won the next election, it would 
give the government lots of time to change its mind. 
Regrettable as the decision 
was, what the government has 
been doing since then is 
bizarre. Sugar was governed by 
the Sugar Control Order. It did 
not explicitly ban open market 
sales — or so the sugar mills 
thought — and in the past year, 
quite a few of them had gone to 
courts and obtained judg- 
ments that allowed them to sell 
sugar beyond their free sale 
quota. Now the government 
has got through an amend- 
ment to the Essential Com- 
modities Act to prevent this. 
The amendment has still to be 
tested in court, but in the 
meanwhile, the government is 
treating the sugar mills that ex- 
ceeded their free sale quota as criminals. It has refused 
free sale quotas to about 200 mills. The most shameful 
part is still to come: the government is thinking of a con- 
stitutional amendment to write sugar quotas in stone. 





Is this not an absurd overreaction? A constitutional | 


amendment to force sugar mills to keep their sales within 
the quota? After all, heavens did not fall when these sugar 


mills sold beyond their quota. The court judgments gave | 


the government a chance to rethink the policy of starving 
the market with quotas and pushing up prices the con- 
sumers have to pay; it decided that its priority was to 
screw the consumer. For a government that had promised 
to sweep away the entire scaffolding of sugar control, this 
is an inexplicable and sinister change of heart. 

But worse was still to come. The government took out 
Rs 600 crore from the Sugar Development Fund and gave 
it to the governments of Uttar Pradesh, Punjab, Haryana 


and Uttaranchal to give to farmers who sell their cane to | 


private sugar mills. This money has been collected by 


“mitment to the unshackling of the economy; | 
| — breed better strains of cane, improve energy efficiency 





How can the government 

even think of a constitu- 

tional amendment to fix 
sugar quotas? 








means ofa acess on sugar mills of the. itire country. Itis 
meant, as its name suggests, to develop the sugar industry 





of mills, utilise their byproducts, and so on. And what is 


| this money going to be used for? The central government 


has fixed a statutory minimum price of cane of Rs 78 a 
quintal; that is what private mills in these states have paid 


| cane growers. But the governments have fixed state-ad- 


vised prices of Rs 95-100 in UP and Punjab and Rs 104-110 
in Haryana. So this largesse will be used to raise the price 
the farmers get to the state-advised price. The govern- 
ments of Maharashtra, Karnataka and Tamil Nadu will 
now think that they have been idiots. They acted respon- 
sibly and decided not to fix state-advised prices way 
above the statutory minimum 
prices. For that decision, sugar 
mills have been made to pay, 
while the governments of the 
northern states have been able 
to reward their cane farmers by 
simply fixing absurd state-ad- 
vised prices. 

The southerners may be re- 
sponsible, but they are not stu- 
pid; next year they too will fix 
absurdly high state-advised 
prices and will ask the Central 
government to pay their grow- 
ers. And if they have any sense, 
the northern governments will 
raise the state-advised prices 
even higher next year — to 
Rs 200, Rs 300, the sky is the: 
limit. As long as the BJP.is 
banking on the BSP to win power at the centre in the next 
election, there is unlimited scope for blackmail. 

In the meanwhile, the minister of petroleum keeps 
himself busy squabbling with sugar mills about the price 

of ethanol. After the decontrol of oil last year, the minister 
has not enough to do— certainly not enough of the man- 
oeuvring that ministers specialise in. So he decreed that 
petrol will be contaminated with 5% of ethanol, which is 
produced from molasses. He asked sugar mills to produce 
it, and by now a number of them have set up ethanol 
plants. But this ethanol costs more than petrol, and 
threatens to raise the price of petrol. So Ram Naikis trying 
every trick to bring the price of ethanol down. He has 
asked the Tariff Commission to investigate the sugar mills’ 
ethanol production costs. He has written to state govern- 
ments asking them to reduce the tax on ethanol. Why? But 
why? Petrol works perfectly well without ethanol. India is 
flush with foreign exchange; it does not need tosave on it. 
So much activity for nothing! a 
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Can an Enterprise Solution only run an enterprise? 






Ramco VirtualWorks™ - 
The quiet revolution in Enterprise Solutions. 


‘Governments, like enterprises, work best when the command 
hain is perfectly integrated. And when the information 
‘available is reliable, timely and clearly catalogued to help in 
making decisions. 


This is where Ramco Systems can help. After ten years 
nd hundreds of complex implementations worldwide, 
Ramco has developed a software framework - 
Ramco VirtualWorks . Where applications can be 
co-created on the fly. By selecting modules from a library of 
hundreds of ready-to-use powerful business processes. 
It allows for the rapid implementation of the most ambitious 
projects on a massive scale. Without worrying about 
obsolescence. Or being hampered by the diversity of 
individual applications. 


So governments can visualise the type of solution they wish to 
put in place for their ministries. And we can show them how 
the software will function. Even in the initial stages of software 
development. 


From here, progress to the actual implementation can 
happen in a matter of months, not years. And adapted to 
accommodate all the legislative and executive policy 
frameworks. 


Best of all, as these policies change, the underlying 
applications can change as well. With rapid and minimal 
programming. 


In Andhra Pradesh, we have already made a beginning. 
With HR solutions that integrate several thousand employees 
in the government. The solution will be deployed in less than 
a year. 


Proving that enterprise solutions can do much more than 
run an enterprise. They can, in times to come, enable 
governments to be more effective, transparent and efficient. 


It's what every government aspires to be. 


Call toll free : 1600 44 2345 or 
e-mail : info@rsi.ramco.com 
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Businessworld The inheritors 


achievements, the world does not 


stable to negative. Rumours persist 
about an imminent split between 
the two. One hopes they will prove 





G.S. Rao, Bangalore 


Akhilesh Kumar Sah, Faizabad 


Q Despite Mukesh and Anil Ambani’s 


seem convinced and investors have 
downgraded Reliance’s outlook from 


themselves worthy of their dad’s legacy. 


Q Now that Reliance has consolidated its companies’ operations, 
perhaps, it’s the right time to take advantage of its large investor base 
and cash in on the market boom to scale up its power sector projects. 




























LEAVE SACHIN ALONE 
It is really hurting to see the media 
making an issue of Sachin Tendulkar 
asking for a waiver on import duty for 
the gifted car (‘Shame on You, Sachin’, 
BW, 25 August). Sachin asked for a 
waiver and the government granted it. 
That ends the issue. It's the media that 
has blown up the issue. Don't we all 
buy like mad when a store offers a 
discount. Why? Because we are trying 
to save money. 
= So why is 
` everyone so 
charged up 
when Sachin 
tries to save 
his hard- 
earned 
money. 
: Rupees 
one crore is no 
small amount even for a person like 
him. And, moreover, with so much 
corruption in our country what 
guarantee is there that the money 
would be used for schools and bridges? 
What is the surety that the money will 
not end up with corrupt people as have 
thousands of other crores? 
Chaithanya A., Via email 


yape 
Chennai 600014 eae: 
‘Phone; 28131278, 28131279, 28131286 


(J The argument that the Rs 1.13-crore 
waiver given to Sachin could have been 
used for building schools and bridges 
sounds hollow. It seems that this 
editorial was written just with the 
objective of finding fault with a person 
who has been an epitome of humility 
and modesty for years, Enough schools 


] ee pe from : 
fila Sarkar Street, Kolkata 700.001, by 
Bijit Kumar. Basu on behalf of ABP Pot Ltd. 


BUSINESSWORLD 5 8 SEPTEMBER 2003 


| unnecessary junkets to foreign ` 










can be built with money wasted by our 
MPs by means of adjournments : and 


countries. When we have a nation. 
where criminals go scot free and we i 
are a million other problems to take 
care of, why target Sachin alone? 
S. Anoop Kumar, Nashik 


CI ‘BW Opinion’ about Sachin 
Tendulkar was spot on. You are right 
when you say that Sachin should pay 
the tax because it will strengthen his 
position as a law-abiding citizen and 
do his image a lot of good. Also, the 
amount he has evaded is peanuts 
when compared to the huge wealth he 
has amassed, more by his brand 
endorsements than from cricket. So, if 
his cheque does not reach the finance 
ministry, he will be looked down upon 
by people and be treated on a par with 
those who earn black money. 

Satyajit Mukherjee, Via email 


CLARIFICATION 

in the recently published 
Businessworld Marketing Whitebook 
2003-2004, acknowledgement to Media 
Research Users Council (MRUC) was 
inadvertently missed out. Our 
apologies. BW records its appreciation 
of MRUC's support for providing key 
information from their Indian 
Readership Survey 2002 study 
conducted through NFO MBL India. 
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Little do these ba 
employees know g 
the crisis loomin 





cover stony so Waiting to implode 


The pension funds that Indian public sector banks have set up for their employees are drastically under- 
funded. The deficit could be as much as Rs 12,500 crore. How are the banks going to pay pensions to the re- 
tirees? From the looks of it the problem is only going to get grimmer in the days to come. 


Blasts And After 


4 A SFNA] F, 
fs ms te] 





a Terror strikes in Mumbai's Zhaveri Bazaar, one of the 
two places where the car bombs exploded 


As in 1993, Mumbai demonstrated its trademark resilience 
after the bomb blasts last Monday. A look at how the city and 
the financial community recovered. 


BUSINESSWORLD 


| C.S. Rao 


Volkswagen The Andhra Pradesh government 
seems to have succeeded in luring the German car major to 


| setup its Indian plant at Visakhapatnam. 


Escorts controversy Businessworld follows up 
on the Nanda spat and uncovers more details. 


Interview: 


“Rebates and commis- 
sions... are about self- 
regulation. If companies 
don’t stop this practice 
the entire industry will 
damage itself,” Irda’s 
new chairman tells BW. 





~\ 


TVS Motor Venu Srinivasan wants over Rs 2,000 
crore in revenues in five years from his new 3-wheeler plant. 


Biotech India’s first biotech venture capital fund 
makes its first set of investments. 


8 SEPTEMBER 2003 


DINESH KRISHNAN 





g Businessworld 





IN DEPTH 


3s Seeds of destruction 


Illegal varieties of Bt Cotton 
are spreading like wildfire in 
Gujarat. These untested 
variations of Monsanto's ge- 
netically modified seeds can 
unleash havoc in the largest 
cotton producing state in 
the country. 





26 | Wipro Instead of cutting back during hard times, vice- 
chairman Vivek Paul is contrarily making aggressive moves. 








IN VOGUE 


se! MindTree-Ill 


In the second and concluding part of 
this series on the making of the consult- 
ing company, read how MindTree sur- 
vived the horrors of 9/11, the economic 
slowdown that followed and even man- 
aged to thrive. 





66 Bookmark A book that tells Westerners how to ne- 
gotiate the ‘perilous’ waters of Asian commerce. 
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nges in foreign investors’ rupee assets and In- 
À . dian firms’ assets abroad, errors may creep in. 
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46 Niranjan Rajadhyaksha Per- 


haps we should encourage food imports to 
take some pressure off our water resources. 


ON THE CONTRARY 


54 Mahesh Murthy Can't break into 
the old boys’ club? Use your modem to make 
some good connections instead. 


THAT’S IT 


64 Mala Bhargava Ifyou wanttolearn 
a foreign language, there is a phenomenal 
amount of resources available on the Net. 
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Another ticking bomb 


EGULAR readers of Businessworld will know that 

we have been hot on the trail of a particular story 

for a long time now: the ticking pension bomb. 

We first put it on the cover on 16 September 2002 

(‘Scarier than UTI’) and then followed it up witha 
series of exposes on provident fund organisations that are go- 
ing bankrupt. 


A few months ago, our team of writers who have been follow- 
ing the story —Vikas Dhoot, Avinash Celestine and Supriya 
Kurane — stumbled on to the fact that the story is even bigger 
than we had thought. Apparently, public sector banks have 
been sitting on a huge problem that none of them wants to ac- 
knowledge: they had taken onalot 4g September 2002 
more pension responsibility on be- 
half of their employees than they have 
provided funds for. In the inside pages, 
you will read the results of our investi- 
gation: the gap is estimated at 
Rs 12,500 crore, but could easily dou- 
ble. Somebody is going to have to pay 
for it— either the banks and their in- 
vestors, or the taxpayers, or the em- 
ployees themselves. Who will it be? 
We will keep you posted. 







Stories like this one usually fall 
through the cracks of public and me- 
dia scrutiny for a simple reason. They 
build up into a crisis over along period 
of time, and thus lack the razzle-dazzle 
of immediate excitement. We believe it 
is time for all this to change. As citizens, 
we owe it to ourselves to know what 
lies ahead so that we can figure out what 
to do aboutit. 


Now 


That is why this issue of Businessworld carries another story of 
equal, or even greater, long-term importance. As you read this, 
the Indian genetic revolution is being given a deep burial in 
the cotton fields of Gujarat and Andhra Pradesh. As associate 
editor Latha Jishnu found out during her extensive travels, il- 
legal and untested variations of Monsanto's genetically-modi- 
fied, bollworm-resistant cotton seeds are flooding the market 
and with active governmental help. Farmers and their leaders 
are happy because they are getting these seeds cheap, but this 
could be a horrifyingly dangerous game to play, and at many 
levels. Read the story. 


oe 


le Ss" 


TONY JOSEPH, EDITOR 
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The advance of 





Ashok V. Desai is 
consultant editor of 
The Telegraph 


RBI has 
started 
covering 
changes 
in foreign 
investors’ 
rupee 
assets 
and 
Indian 
firms’ 
assets 
abroad — 
vastly 
increasing 
the scope 
for errors 











the invisibles 


OR ages India has been a capital im- 

porter. But last year it had a current 

account surplus. Were software ex- 

ports responsible for the turnabout? 

It was impossible to tell; the Reserve 
Bank of India (RBI) dumped them into services 
not elsewhere specified, which showed neither 
large exports nor a big rise. Now, however, RBI 
has come upwith its own figures of software ex- 
ports: $7.2 billion in 2001-02 —close enough to 
Nasscom’s $7.8 billion. But then RBI counts 
software imports of $672 million; so net exports 
were only $6.5 billion. 

But we can now answer the question — was 
the software boom behind the rise in service 
exports? Receipts from services went up $12.4 
billion between 1997-98 and 2001-02 — from 
$23.2 billion to $35.6 billion. Payments went up 
$8.3 billion to $21.6 billion. The surplus on ser- 
vices increased $4 billion. Nasscom figures 
show a rise in exports of $6 billion in five years. 
So IT exports contributed more than the netin- 
crease in service exports. Investment income 
rose only marginally from $5 billion in 1997-98 
to $5.4 billion in 2001-02. Income received from 
abroad rose much more — from $1.6 billion in 
1997-98 to $2.7 billion in 2001-02, even though 
Indian individuals were not allowed to invest 
abroad till last year. Mostly it is interest on the 
bulging reserves RBI has been parking abroad. 

The government has never been liberal with 
Indians wanting to holiday abroad; so India has 
always had a big surplus on tourism. But it 
shrank from $1.5 billion in 1997-98 to $628 mil- 
lion in 2001-02. For the first time, there was a 
payments deficit on tourism in the first quarter 
of 2003. Has the government opened the taps? 
Have Indians begun to explore the world? They 
have, in a small way; the foreign exchange they 
drew from their basic travel quota increased 
from $340 million to $483 million. 

The big rise was in business travel expenses 
— from $1.4 billion to $2.3 billion. Business- 
men donotentirely abjure pleasures when they 
travel. Still, they must be doing some business. 





So a good deal of the travel is directed towards 
higher exports and imports, 

If Indian businessmen are travelling, politi- 
cians and bureaucrats are not far behind. The 
money India spends on missions abroad ex- 
ceeds what foreign governments spend in In- 
dia. Besides, foreign diplomats save a lot; in 
2001-02 they sent back $71 million of the $178 
million spent on them. It is not recorded if In- 
dian diplomats send their savings back to In- 
dia; they probably park it in Virgin Islands. 

Although a huge number of software engi- 
neers went abroad, NRI remittances were stuck 
around $12 billion in most years. The RBI dis- 
tinguishes between money sent by NRIs (about 
$8 billion a year) and rupees taken out of their 
deposits (about $4 billion). That does not really 
explain why all those nouveau riche NRIs have 
not been increasing their remittances. But net 
additions to NRI deposits increased from $4.3 
billion in 1997-98 to $13.1 billion in 2001-02. So 
they are stashing up deposits; over the next 
years they will reward their boyfriends in India, 
and remittances will show an increase. 

One area in which the RBI still remains 
muddled is transportation. It distinguishes be- 
tween air transport, sea transport and freight 
on exports and imports. What are these sea 
transport charges if they are not freight on mer- 
chandise trade? They cannot be for passengers; 
hardly anyone travels by boat any more. It is 
probably a bureaucratic quirk: the cost of ex- 
ports carried by Gesco for Tata Motors is freight 
on exports if reported by Tata Motors and ship- 
ping receipts if reported by Gesco. And if both 
report it? RBI still has some homework to do. 

RBI has now started covering changes in 
foreign investors’ rupee assets and in assets 
abroad of Indian companies. That, it says, is the 
international practice; a side benefit is that 
reinvested profits are included in foreign in- 
vestment and India looks less far behind China. 
But the scope forinaccuracy is vastly increased. 
All visible progress in the recording of pay- 
ments has invisible costs. E 
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DWGE brings Ivy League to your city, 





‘Suddenly, your ears 
-pickup the word ‘sir more offen, 


Coincidence? 


Cornell University announces six month courses in General Management, 
Human Resource Management and Hospitality Management. 


Join the Ivy League university that has produced the likes of 
Tom Peters, and has 27 Nobel laureates as affiliates - Cornell University, 
USA (www.cornell.edu). Now, DirecWay Global Education 
(DWGE) not only gives you an opportunity to do 
their advanced management courses from the comfort of your 
city, but also allows you to: 





- Optimise your skills with the latest techniques and 
thoughts in management. 


Learn from a world class faculty, without leaving your job. 


* 


_ Become a member of the elite Cornell family. 


Attend classes at. DirecWay centres near your office or home. 


-DIRECWAY. 
GLOBAL EDUCATION 
www.dwge.com 


Last date for application 09.2003. Financial assistance also available. 


For details, contact: New Delhi - Connaught Place: 23736543, 23737177-80; Green Park: 26197434, 26193549; Raja, Gardens 25454921, 25177401 « 
-< Mumbai - Worli: 56602513, 56602384; Thane: 25304079/80; Malad: 33945724, 9821089000-« Bangalore- Cunningham Road: 2250943/44; Airport 
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=i 2546591946 Chennai-28311615,28312900 e Coimbatore - 2218547, 5391079% Cochin-2383675/6 + Vishakhapatnam - 2502499, 2566851; 





BREAKING NEWS 


Visakhapatnam 
for Volkswagen 


ERMAN auto manufacturer 

Volkswagen, which spent 

last year comparing loca- 

tions in Maharashtra, Chen- 
nai, Rajasthan and Andhra Pradesh (AP) 
for its base in India, has finally decided 
to drive into Visakhapatnam. 

With that, the AP government's ef- 
forts to lure the German car giant into 
the state have paid off. K. Vidhyadhara 
Rao, the state’s minister for major indus- 
tries, commerce and export promotion, 





Y. Ramakrishnudu, minister for finance, 
and B.P Acharya, the state secretary for 
industries and commerce, are currently 
in Germany to complete the formali- 
ties. “Many rounds of talks and 
consultations have already taken 
place. We are just going to sign 
them on,” Acharya told BW a 
day before he left for Germany. 

Details on the size and pur- 
pose of Volkswagen's proposed 
investment are not yet available. 
It is also not clear what vehicles it 
will produce there. 


Nanda brothers and the Escorts 

Heart Institute and Research 
Centre (EHIRC) has taken another turn. 
The erstwhile charitable institution has 
not disclosed Rs 110 crore in reserves 
to the Registrar of Societies (RoS), a 
BW investigation has discovered. 

Two weeks ago, we reported how 
the institute which enjoyed tax exemp- 
tions and other benefits as a Delhi- 
based charitable society was converted 
into a company. (See “A Mysterious 
Conversion”, BW, 25 August). 

To do so, another for-profit society 


Te controversy surrounding the 


The choice of Visakhapatnam itself 
comes as a surprise. Though an in- 
dustrial town, it, or for that matter 
Andhra Pradesh, cannot boast of a large 
base of component manufacturers. 
Maharashtra (Tata Motors and Fiat) and 
Tamil Nadu (Ford and Hyundai) have an 
advantage in this regard. Even Volks- 
wagen group company Skoda Auto, 
which entered India in 2001 and 
launched the Octavia, assembles the car 
at its plant in Au- 
rangabad. 


THE ESCORTS CONTROVERSY 


The tale of the vanishing reserves 


by the same name was created in 
Chandigarh and the Delhi society was 
merged into the Chandigarh one. 
Subsequently, when the society was 
converted into a company, it did not 
disclose the Rs 110 
crore assets it had 
acquired from the 
Delhi EHIRC. 

A letter 
acknowledging the 
receipt of assets 
was submitted in 
June 2000 to the 
Registrar of 


SEBASTIAN JOHN 
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Volkswagen has been dilly-dallying 
about its India entry for quite a while 
now. In China, it’s the most successful 
foreign car manufacturer. This year, it 
expects to sell 3.3 lakh vehicles in China 
through two joint ventures, Shanghai 
Volkswagen Automotive, a 50:50 ven- 
ture with Shanghai Automotive Indus- 
try (which makes Santana, Passat and 
Polo cars) and FAW Volkswagen — a 
joint venture with First Automotive 
Works (which makes, Jetta, Audi A6, and 
Bora sedans). 

It seems relevant to also mention 
that Shanghai Volkswagen Automotive 
recently launched the compact sedan 
Gol. Priced at about $9,600 (approxi- 
mately Rs 4.5 lakh), the Gol is one of the 
cheapest foreign cars in China today. It 
could well be headed, for the Indian 
market. 5 

A GINA S. KRISHNAN 


Societies, Chandigarh, saying: “Out of 
a contribution from members of 

Rs 7,000, the society has literature 
valuing Rs 5,250, stationery Rs 745 
and the Rs 1,005 is cash in hand.” 
The letter, a copy 
of which is 
available with BW, 
is silent about the 
Rs 110 crore. 

The Registrar 
then issued a 
certificate of 
deregistration. In a 
similar declaration 


the Indian economy. The central 

Ru p e e bank cut the repo rate by 50 basis 

points to 4.5% on 23 August. The repo rate is 

. one lever used by the Reserve Bank of India 

re str ain e d (RBI) to control the cost of money. The 
move seemed to be aimed at stimulating 

corporate demand for credit. But most 

companies are flush with funds and only one bank— Bank of Baroda — has cut lend- 
ingrates. A better explanation is that the RBI is trying to stem the dollar inflow, which 
has pushed forex reserves above $85 billion and sent the rupee soaring. India's high 
interest rates have been a magnet for arbitrage money. Now, the difference between 
domestic and international interest rates has narrowed. The RBI has also been infor- 
mally dissuading companies from borrowing abroad. a 
JAY S. RANE 


THE REPO RATE CUT Be: Jalan has given a parting gift to 


PENSIONS 


A new beginning 


N 23 August, the Union Cabinet As choice improves 
cleared a new pension scheme. 2g S restren aoan for 











All those who join government _ Options - proposed schemes 
service after 1 October can put their E Bonds Equity 
money in three types of funds — safe, aie s ; 
balanced and growth. The government E o 30 o 
estimates that a 10% contribution from seenen 40 © 40 ae 20 


3. DANCE 
employees with a equal government rc Grown am 25 25 50 
contribution will achieve a replacement ' ana iniaa 
Figures in percentage 


rate of 56% of the last salary (basic and 
DA) for group A employees, 58% for group B, 59% for group C, and 68% for group 
D. To implement this, an interim Pension Fund Regulatory and Development 
Authority (PFRDA) is being set up. E 
ASHISH AGGARWAL 
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C.S. RAO/IRDA 


“Curbing rebates is our 
immediate agenda’ 


TWO months after taking charge, the | 
Chairman of Insurance Regulatory and 
Development Authority (Irda), C.S. Rao, 
has firmed up his agenda. In his first-ever 
interview after taking charge, he shared 
` it with BW’s Gina S. Krishnan. 


m Tell us about your first impressions... 
After interactions with the industry, I am 
convinced that the regulations are in 
place. They (insurance companies) 
might feel some regulations are too 
stringent, or aren't needed, or lack clar- 
ity. But we are open to suggestions to 
change and modify them after discus- 
sions with all the stakeholders. 

As far as development is concerned, 
we have been getting feedback on the 
, rebates and commissions which agents 
and brokers are offering to insurance 
buyers. We are taking cognisance of de- 


viations. This is our immediate concern. | 


We will take action on two fronts. One, 


we will tell insurance buyers about the | 


damage that they could do to them- 


| take up these issues 








will only damage itself. 


mt What action do you 
plan to take? 

This practice is against 
the law. But we are look- 
ing at an educative initia- 
tive first. We will consider 
action only later. 


w Insurance institutes 
are responsible for the 
quality of training they 
impart. Is there a check 
on them? 
We began registering in- 
surance institutes to fa- 
cilitate the manda- 
tory training for 
agents. LIC and the 
general insurance 
companies have al- 
ways trained their 
agents, but it needed 


> DILEEP PRAKASH 





selves. Anybody offering | @ Fresh im to be better organised. 
rebates cannot offer the kick-start nous to That is why Irda pre- 
quality of service that is scribed a syllabus and 


required and expected _@ 

by the consumer. We 

plan to publicise this. 
Second, we plan to 


with the insurance compa- 
nies. They must realise that concentrat- 
ing on only the first year premium be- 
cause the commission in that year is 
higher means less attention goes into 
keeping the policies going. Cost of ac- 
quiring customers is high. And since the 


| cost of acquisition is spread over a pe- 


riod of 3-4 years, a higher lapse rate will 
affect their profitability. 

We are planning to conduct on-site 
inspections and get clarifications from 
the stakeholders. We also intend to draw 


up a schedule of inspection and imple- | 


mentation soon. This is about self-regu- 


lation. If insurance companies do not | 
stop this practice, the entire industry | 
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set minimum standards 
for specialised insurance 
institutes. I think we gave 
a direction to the industry. 
From now on, we will no 
longer monitor or register 

institutes. We will only con- 
duct stringent examinations at fixed in- 
tervals. We want companies to auditand 
decide which are the insurance insti- 
tutes which can train their agents. 


m What about extending the scope of 


| insurance, especially into areas like 


health? 

Yes. Our second initiative will be in 
health insurance. Life and general in- 
surance firms have started offering 
some health insurance products. Third- 
party administrators (TPAs) have 
helped spread health insurance, al- 
though it needs to go much deeper. We 


need to get a larger number of people 
into the net. 

We have started a project along with 
USAID. A. uniform code of diseases and 
treatments has to be devised for India. 
We need to understand the steps in- 
volved i in treating a disease — hospitali- 


sation, the medicines required, diag- 


nostics, etc. The cost can be worked out 
only when we have those details. We 
heed to compile information on the 

“common 200-300 diseases along the 
lines codified by the International Code 
of Diseases, 

With USAID, we are also planning to 
start work on an uniform database for 
hospitals. Today, all hospitals maintain 
databases according to their own soft- 
ware. There is no central registry. So, 
even if we have data, it is fragmented. 
This initiative has to be driven by the 

_ Ministry of Health and Family Welfare 

: -and corporate hospitals. We have asked 
‘the secretary of health to nominate 
somebody for these projects. 

A joint secretary has already been 
deputed by the health ministry. We have 
also requested the Ministry of Law to 
nominate a person since there will be le- 
gal issues pertaining to health —on pri- 
vacy and confidentiality. 

A working group from Irda, a joint 
secretary from the Ministry of Health 
and Family Welfare, TPAs, the Ministry 
of Law, etc., will participate in an up- 
coming workshop with USAID. 
The conclusions can then be placed be- 
fore a council of doctors, after which the 
group can deliberate and then form the 
final code. 


m There are other unexplored areas 
where insurance penetration is low. How 
are you encouraging products in disaster 
relief, for example? 

There is no data on disaster relief. What- 
ever limited data we have is related to 
crops or public sector units. As the in- 
surance pie expands, new products will 
definitely enter the market. 


aa s there a difference in the way Irda 
needs to regulate the public sector 
companies? . 

No, none at all. LIC and the general in- 
surance companies are all under the 
preview of Irda. In fact we review them 
quarterly, just as we review all other in- 
surance companies. E 






by Niranjan Rajadhyaksha 






HE strength of the economic 
revival has forced many 
organisations to increase their 
growth forecasts. 

Even our central bank, the 
< . Reserve Bank of India (RBI), which 


| securities held by the RBI thatcan 
| be used for open market 

| operations.” Don't underestimate 
| the impact of this waming from IME 
| It means that the RBI will have _ 
| to think of new ways to keep the 

| rupee down — unless, of course, it 
decides to throw in the towel and 

let the currency markets push’ the 
rupee up, up and anay, ; 











































Surprisingly, the Intemational 


= Monetary Fund (IMF) seems to be | 

ae far more circumspect in its India | Hse ee Ge 
== Outlook. in its latest forecast, which | ORE on central banks, Nobel 
7i has predicted that the indian | writes in a newspaper à mi 

a= economy will grow by only 5.5%. Is | central banks have learned ; 

# = this undue pessimism or a welcome | truths in recent years. Fift 

=< dose of caution? | ago, the guru of moneta 

=< E | ta "no major eens 

wet | has so poor a reco 

z3 HE IMF has flashed another _ performance over so long a period 
woe warning sign in a new set of | as the Federal Reserve, yet so-high _ 
4 research papers on the Indian | a public recognition.” 

æ © economy, The point it makesisa | Now he says that he is happy to 
as technical one, but of immense | report that this withering : 
«= importance to companies and | observation “is not valid for the 

as traders. It concerns RBI's policy on | period since.” 

«= the rupee. Till now, the central bank | This, according to Friedman, is 
=", has followed a policy of “sterilised | because the Fed has now 

æD intervention”. | embraced the new macroeconomic 
«© To prevent the rupee from | consensus: "New Keynesian 

== appreciating, the RBI buys dollars | Economics which incorporates 

we and selis rupees. So the amount of | some key monetarist propositions.” 
æ" rupees sloshing in the economy Friedman praising a variant of 

a@ increases. The result could be | Keynesian economics? Wow! 

os inflation. Hence, the next step of | eS 

„Æ excess rupees out of the system by | OMPUTER Economics, a 
= selling government securities and consultancy, says that August 
pa buying rupees. By doing both, the | 2003 has been the worst month 
a currency is kept down without | ever as far as virus attacks on 
#© sparking off inflation. | computer networks go. It also 
=~ What many fear is that some | estimates that there will be more 
«© day the central bank will run out of | than 75 major virus attacks by the 

“< securities to sell. | end of the month. 

g This possibility, though, is | it also estimates that the total 
«© consistently denied by RBI officials. | cost of these attacks will be over 
= But here's what the IMF now says: | $2 billion. That's still nowhere near 

> “Going forward, the scope for the record: in 2000, the financial 


z: intervention many become impact of the infamous LoveBug 
== technically more difficult because | virus was estimated to exceed $8 
| billion worldwide. = 









-© of the declining stock of domestic 
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=a Grimly, quickly, the-city returned to its routine 


The unshakeable 
city moves on 


N 20 hours, Mumbai experienced | 
what Muhammed Ali did in five | 
seconds in 1974. The two explo- | 
sions felt like the crowbar punches 
of George Foreman. But like Ali, the city 
swayed for a while, felt for its breath, 
sucked it back into the lungs, allowed | 
oxygenated blood to slowly course into | 
its brains and then stood upright. | 
The three crucial indicators told the | 
story. At 4:00 p.m., the Sensex, that indi- | 
cator of the city’s pulse, had retired hurt. 
At 7:00 p.m., trains, which carry three 
times the number of people they are 
supposed to, were running empty. Most 
offices, especially in south Mumbai, had | 
closed soon after the blasts and people | 
had quickly left for home. At 8:00 p.m., | 
Marine Drive, the place where one can | 
spot couples arguing, young bikers | 
drinking and old men walking their 
dogs as late as 12.30 in the night, had al- 
ready put up a “closed for the day” sign. 


The night may have been uneasy, 
but by 10:00 a.m. in the morning, Mum- 
bai was once again swinging for the 
fences. People were pouring out in 


| hordes from the Churchgate station. 
| And the Sensex lost little time in getting 


back to the bull orbit. 

What do you attribute this resilience 
to? Optimists say the never-say-die 
spirit. Pessimists talk about “urban 
numbness”. Realists, like the ambulance 


| driver who ferried the victims of the 
| blast put it best: “In 1993, I took them. 


This year, I have also taken victims. Now, 
it doesn't register much. I come back, 
wash my hands, and have my food.” 
Indeed, what made 1993 different 
was its shock. This year, the city has al- 
ready been vaccinated by a series of 
small blasts. Now, Mumbaikars don't 
talk about such matters. It helps them 
board the 8.34 fast without hesitation. i 
SHISHIR PRASAD 


BUSINESSWORLD 8 SEPTEMBER 2003 





Markets saw a 
quick rebound 


TEN. BSE Sensex 
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SANJIT KUNDU 


ARPIT SHARMA 


A M 
ibrant 


Global Investors’ Summit 2 £ ) 
e 


The international business Summit will showcase Gujarat’s industrial 
capabilities, highlight investment possibilities, bring together global and 


local companies, government agencies and financial institutions. The Summit 





will provide them a platform for one-to-one interactions, facilitating 


technology transfer, forming of joint ventures and inking trade agreements. 


A combined initiative of the Government of India, Government of Gujarat, iNDEXTb, FICC! and 


UNIDO, the Summit will explore the business potential in the focus sectors of: 


Gas & Petroleum © Tourism «© Minerals & Mining Port Infrastructure 






Road Infrastructure © Biotechnology & Pharmaceuticals © Education 


Agro and Food Processing Apparel & Garments* © 4ems & Jewellery* 


In Gujarat, you deal with a pro-active and business-friendly 


ape government, supported by robust infrastructure, excellent transportation 
P4 linkages, quality power supply, skilled workforce and progressive labour 

w N > laws. There's lot more. 

AVRATRI The event will coincide with the state's world famous nine nights of non-stop dance festival 
Bas oa Navratri. So, make your business itinerary an enthralling experience. 





Venue: Tagore Hall and NID, Ahmedabad, India Date: Sept. 28-30, 2003 


FICCI MBS. 
Govt. of Gujarat ey 
and iNDEXTb ee ST 


Department of industrial Policy & 
Promotion, Ministry of Commerce & Industry, INDUSTRIAL EXTENSION BUREAU Federation of Indian Chambers United Nations Industrial 
Government of India {A GOVI. OF GUJARAT ORGANISATION) of Commerce and Industry Development Organization 


*Venue: Surat, India * Date: September 30 - October 2, 2003 


dustrial Extension Bureau: Fax: +91-79-3221297 E-mail: vibrantgujarat@indextb.com Website: www.indextb.com www.gujaratindustry.gov.in 
deration of Indian Chambers of Commerce and Industry: Fax: +91-| 1-23721504 Email: ficci@ficci.com Gujarat State Council: Fax: +91-79-6400504 
jail: gujarat@ficci.com Website: www.ficci.com 


WTO MINISTERIAL CONFERENCE 


< Compromise on drugs 


Agriculture will be a stumbling block at Cancun 










policy) 


TTAKES 146 to tango at 
the World Trade Organ- 
isation (WTO), a diffi- 
cult exercise at the best 
of times. When the lead 
pair, the US and the European 
Union, insists on swinging toa 
different tune, it can make the 
floor even more chaotic. In 
Geneva, a general council 
meeting of the WTO which is 
paving the way for a smooth 
ministerial conference in 
Cancun, Mexico, is trying to 
choreograph some order on 
several critical issues. 
Although Cancun is a mid-term re- 
view of the progress made on the 2001 
Doha Development Agenda, a break- 
through in Geneva is essential for a pos- 
itive start to the ministerial conference. 
There was hope of a significant agree- 
ment on Thursday as BW went to press. 
The US was all set to allow poor coun- 
tries to import cheaper copies of life- 
saving drugs without patent worries. 
Due to pressure from the pharmaceuti- 
cal lobby, the US was the only one insist- 
ing that the facility for overriding 
patents be restricted to a limited list 
of drugs. 
However, the MNC pharmaceutical 
lobby which has been painting an 
alarmist picture of copycat drugs flood- 








ARPIT SHARMA 


ing the market, is likely to insist on strict | 


safeguards against smuggling from 


the poor countries. Reports from | 


Contentious point: Market access 
(industrial tariffs) 


@ India has no game plan for 
negotiating tariffs 

® Could be forced to make unexpected 
concessions 


Arun Jaitley, commerce minister (L); 
Pascal Lamy, EU trade negotiator (R) & 
Robert Zoellick, US trade representative 


| 





Geneva said that the agreement was al- | 


The big fight: Agriculture 
@ India seeking cut in EU-US export subsidies and 

domestic support 
® Not likely to succeed despite backing of 16 countries ae 


@ India strongly resisting inclusion of these issues 
® Might be in for a surprise if its buying time strategy fails 


Almost in the bag: TRIPS & public health 


@ India for waiver of patents on drugs for poor countries 


@ Widely apoen May succeed if the US is 
willing to cli 


mb down 


most in the bag after the US 
agreed to accept assurances 
from developing countries that they 
would not exploit the concession for 
‘commercial objectives’. 

International aid agencies, however, 
say the deal being hammered out poses 
too many hurdles for the poor import- 
ing countries and may not work ulti- 
mately. The TRIPs agreement even now 
allows any country to override patents 


in its home market and manufacture | 


the generic equivalent of the drug in an 
emergency — as the US almost did in 
2001 during the anthrax scare — to 


| bring down the cost of containing an 


epidemic. But the rules prevent generic 
manufacturers from exporting these 
drugs to countries that do not have a do- 
mestic drug industry. This is of vital 
concern to India which could provide 
cheap drugs to Third World countries. 
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The Cancun line-up 





Difficult proposition: Singapore issues (investment, | 
trade facilitation, government procurement, competition 













For most developing coun- 
tries, the main sticking point is 
agriculture. Following the last 
month’s agreement between 
the hitherto sparring EU and 
US, there has been little hope 
of getting the world’s largest 
agricultural exporters from 
cutting down their mammoth 
export subsidies and domestic 
support which are causing a 
$24 billion loss annually to 
poor farming nations. 

The figure has been arrived 
at by the Washington-based 
International Food Policy Re- 
search Institute (IFPRI), which 
says the trade distorting poli- 











TRIBHUWAN SHARMA 


cies of the EU, US, Japan and other in- 
dustrialised countries are destroying 
the economies of poor nations. More 
than half the displacement of their farm 
exports, the IFPRI study revealed, is due 
to the EU’s domestic support, and a 
third due to US export subsidies. 

India, along with 13 other develop- 
ing countries, notably China, has op- 
posed market access for farm imports 
unless it is linked to subsidy reductions 
in the developed world. They have also 
sought special safeguards to protect 
sensitive farm produce. Cancun will de- 
termine whether these countries are 
out of step with the giant trading bloc 
partners or some kind of synchronisa- 
tion can be achieved. Be 

LATHA JISHNU 
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TVS MOTOR COMPANY 


Three wheels of fortune 


Venu Srinivasan takes an uncharacteristic gamble 


AST week, Venu Srinivasan, | 

chairman and managing 

director, TVS Motor Com- 

pany, made the most ambi- 

tious announcement of his 

career. Soon after commissioning a 
Rs 500-crore three-wheeler and ‘quadri- | 
| 

| 

| 


cycle’ plant in Mysore, he declared that 
in just five years, TVS Motor Company 
would be earning in excess of Rs 2,000 
crore from the foray. 

Grand projections are uncharacter- | 
istic of the ultra-conservative TVS | 
group. Remember that it took TVS Mo- | 
tor around 15 years and several setbacks | 
before it reached the Rs 2,000-crore | 
turnover mark in two-wheelers. Indeed, 
the 90-year-old group has doggedly | 
stuck to a slow and steady ap- 
proach, building its Rs 7,000- 
crore empire brick by brick. 

The three-wheeler an- 
nouncement, therefore, sur- 
prised analysts and fund 
managers. “But it’s not a very 
capital-intensive industry,” 
wondered A.K. Sridhar, chief 
investment officer, UTI Mu- 
tual Fund, the biggest mutual 
fund investor in TVS Motor 
with a Rs 44.4-crore exposure 
as on 31 July. But he hastened 
to add that he had complete 
faith in the management. 

But why is this a gamble? 
Can't TVS, successful in two- 
wheelers, graduate to three- 
and four-wheelers? 

According to Frost & Sulli- 
van, the 2.3 lakh units per an- 
(2002) three-wheeler 
market is growing at 7% annu- 
ally and is expected to reach 
3.38 lakh units by 2008. TVS 
wants to sell 1 lakh vehicles by 
that time, grabbing, in the 
process, a 30% share of the 
market. Most of it, presum- 
ably, from market leader Bajaj 
Auto (which has a 70% share 


SEBASTIAN JOHN 


of the market today). That's a stiff target | trades at Rs 722. 


a company which is yet to sell its first | 


three-wheeler. 

But at the moment, Srinivasan is the 
darling of the stockmarkets. Two years 
ago, after three consecutive product 
failures (Spectra, Shogun and Shaolin) 
and a divorce from Suzuki (the former 
joint venture partner), his company was 
in trouble. That was when TVS Motor’s 


| bet on product development paid off. 


The TVS Victor, a 110 cc four-stroke mo- 


torcycle, developed without Suzuki's | 


help, was launched in September 2001. 
At that time, the stock price had hit a low 
of Rs 73. Since then, the Victor has been 
a roaring success, selling over 7 lakh 





units till date. Now, the TVS Motor scrip | 


nivel ¿What does he have up his sleeve? 
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Analysts now believe that TVS has 


| the best product development skills in 


the country. Srinivasan is obviously 
counting on that for the new project. 

He could also be gambling on a 
structural shift underway in the freight 
market. Recent regulations have re- 


| stricted the entry of large commercial 


vehicles into all major cities. The need 
for small cargo carriers for ferrying 
smaller loads within a city is rising. 

Trouble is: his better-entrenched ri- 
vals have also spotted the opportunity. 
Manoj Kumar, country head (three- 
wheelers), Bajaj Tempo, expects vol- 
umes in the cargo segment to grow by 
40-50% annually in the next five years, 
while the passenger segment 
would lag behind with a 10- 
12% annual growth. C.K. Rao, 
general manager, Bajaj Auto, 
says: “There is a demand for 
micrologistics” — for payloads 
between half a tonne and 4 
tonnes (like the Tata 407). 

Bajaj has plugged this gap 
with its Minidor (1.5 tonne 
payload). It provides flexibility 
(in terms of access to smaller 
areas) and lower costs. From a 
trader's perspective, while hir- 
ing a Tata 407 (price: Rs 4.5 
lakh) will cost Rs 3,000 per day, 
it costs just Rs 500-700 to hire a 
Minidor (costing Rs 1.8 lakh). 
Mahindra & Mahindra fol- 
lowed up with its Champion 
model. Bajaj Auto has come 
out with the GC1000 small 
cargo carriers this month. Ravi 
Chopra, managing director, Pi- 
aggio Greaves (it has grabbed a 
15% share since its 1998 entry), 
says he will double production 
of three-wheelers in the next 
five years. 

The question is: can Srini- 
vasan outsmart themall? W 

AARTI KOTHARI 
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The Dialogue Comes Alive 





SPEAKERS 


+ Shiela Dixit, Chief Minister, Govt. of NCT of D 
+ Banmali Agrawala, Managing Director 
Wartsila India Lid. 
s Kiran Bedi, Joint Commissioner of 
Police (Training), Police Training College * 
» Jaydev Galla, Executive Director 
Amara Raja Batteries Ltd. 
. Wajahat Habibullah, Secretary 


fG fairs, G findia =o 
| LEADERSHIP SUMMIT 2003 ‘Guin a ce 


infosys Leadership Institute 
« Naina Lal Kidwai, Vice Chairman and 
Managing Director, HSBC Securities and 


23- 24 September 2003 » Hotel Taj Palace, New Delhi 


SUMMIT COVERAGE Capital Markets (India) Pvt. Ltd. 

* Can Leaders be Developed ? e Suresh Krishna, Chairman & Managing 

* Leading Communities in Change Director, Sundram Fasteners Lid. 

* Developing Winners Who Care « G Krishnan, Chief Executive Officer, Aaj Tak* oo o 
* Leading Into the Future + Arun Maira, Chairman, Boston Consulting Group es 
« Shaping Public Opinion . NR Narayana Murthy, Chairman and i 


Chief Mentor, infosys Technologies Lid. 
« Jayaprakash Narayan, National Coordinator 


DELEGATE FEE Lok Satta . 
« Sanjay Nayar, CEO, India and Area Head ‘ 


» Rs 7500 per delegate for medium & Bangladesh, Nepal and Sri Lanka, Citibank, NA : E ': 
large members of CII « T N Ninan, Chief Editor, Business Standard FU 
+ Rs 5500 per delegate for small scale e A P Parigi, Chief Executive Officer, Radio Mirchi ik 


» Sanjay Reddy, Executive Director 
GVK Industries Ltd. 

+ Rajendra Singh, Chairman, Tarun Bharat t Sangh : 

+ S Sivakumar, Chief Executive 
ITC - International Business Division 

« Swami Sukhabodhananda, Chairman 
Prasanna Trust 


members of Cll 
* Rs 9000 per delegate for non-members 
* Rs 6500 for SSI non-members 


REGISTER ONLINE 
www.ciionline.org/is2003 











MEDIA 


Newsmakers 
turn dealmakers 


‘ 
4 





Shobhana Bhartia, HT; Prannoy Roy, NDTV; and Samir Jain, Bennett, Coleman 


HE need for capital is evident. 
Newspapers are expanding 
into newer regions. Half-a- 
dozen news channels have 
just gone on air. The conditional access 
systems (CAS) are about to be rolled out 
(well, almost). All this needs huge 
amounts of money. So itseemed strange 
that nobody was raising any. That’s fi- 
nally changed. The last three months 
have seen a spate of media deals, both 
equity and debt, with over Rs 400 crore 
being raised by broadcasting, cable and 
publishing companies. 
Hinduja TMT recently sold a 2.41% 





stake to Swiss Kudelski SA for about 
Rs 55 crore. Kudelski is one of the world’s 
largest sellers of conditional access sys- 
tems. Hathway Cable has raised about 
Rs 150 crore in debt for its CAS rollout. 
NDTV has sold a 9.49% stake for about 
Rs 53 crore to Standard Chartered Bank. 
And, after spearheading the anti-FDI 
debate for years, even the Rs 1,500-crore 
Bennett, Coleman & Company (BCCL) 
is talking to international media com- 
panies — it wants an equity partner for 
Feminaand Filmfare. One persistent ru- 
mour, which insists that the BBC has 
picked up a stake, has been denied by 





both. Another report about BCCL sug- 
gests it is in talks with The Asian Wall 
Street Journal. But all Vijay Jindal, princi- 
pal secretary, BCCL, is willing to say is: 
“We support limited FDI.” 

The big googly, however, has come 
from another staunch anti-FDI propo- 
nent. If reports are to be believed, the 
Hindustan Times could become the first 
Indian newspaper to get foreign invest- 
ment. AMP Group Holdings, an Aus- 
tralian financial services firm, will pick 
up a 20% stake in HT pending govern- 
mental approval. Again going by re- 
ports, AMP will pay Rs 125 crore for its 
stake. That puts a valuation of Rs 625 
crore on New Delhi’ largest selling Eng- 
lish daily. Incidentally, that puts HT, one 
of India's oldest newspapers, almost on 
a par with NDTV, which was valued at 
over Rs 550 crore. It might seem unfair 
to value a 78-year-old paper on a par 
with a four-month old broadcasting 
company. But it is not a bad valuation 
for a newspaper that according to its 
profit and loss account for March 2002 
made a loss of Rs 30.57 crore on an in- 
come of Rs 487.62 crore. 

As Aaj Tak expands into English ter- 
ritory and regional languages, expect to 
see a TV Today IPO, which is still being 
“considered” says Living Media CEO 
Aroon Purie. Then there is the excite- 
ment building around Tata Infomedia 
with bidders like Hathway Investments, 
ICICI Venture, Living Media and CDC 
Capital in the fray. Did we hear Mum- 
bai’s investment bankers, hitherto 
starved for media deals, cheer? fl 

VANITA KOHLI-KHANDEKAR 


























Advertising and media: The global perspective 
Global growth: Advertising and GDP (%) : Global media markets 
Region 1998 1999 2000 2001 2002 : 2002 India 
‘aha States (estimated) i Segmen: nano pat 2001 (estimated) 2002* 
Advertising 10.0 8.7 12.4 -10.1 1.6 Filmed 49.7 54.2 58.8 64.5 0.9 
Nominal GDP 56 56 59 26 3.6 entertainment 
Europe, Middle East, Africa TV (Network & 252.5 2 
Advertising TE <4 distribution). | 728°; | 2528.) 248.0 | 262.5 | 22 
Nominal GDP 48 4.7 4.0 3.2 Recorded 
Asia-Pacific music 37.5 37.0 34.0 31.4 0.4 
Advertising $358. (S48) A116 -21 12 Radio/ 
Nominal GDP LOE 3.7 15 2.4 out of home 43.5 48.1 43.9 45.5 0.3 
Total i Publishing 230.5 | 245.3 | 223.2 | 220.7 | 1.4 
Advertising 64 6.1 11.5 -5.8 1.0 + Weare neither reading as much as we used to, nor are we listening to as 
Nominal GDP 3.1 2.6 5.8 2.3 2.4 : much music, it seems. And it shows in the global numbers notched up by 
Note: Total includes Latin America and Canada not shown in this chart ay wels Aa Pueaiebiing pyauminios NNE TSR yeaS * All figures in $ billion 




















Source: PricewaterhouseCoopers Global Entertainment and Media Outlook 2003-07. The Indian numbers are BW estimates 
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VENTURE CAPITAL 


Cash for genehandlers 


India’s first biotech fund makes its maiden investments 


HE Biotechnology 

Venture Fund, In- 

dia's first biotech 

venture fund 

formed two mon- 
ths ago, is investing in three 
Indo-US biotech companies. 
Thisis the first round of funding 
for each of these companies 
(See ‘Successful DNA’). Each of 
them is planning to use the in- 
vestment to develop their In- 
dian operations. 

In May this year, the Andhra 
Pradesh Industrial Develop- 
ment Corporation (APIDC) and 
Dynam Ventureast formed the 
Rs 150-crore fund, APIDC-VCL, as a 
joint venture. It was the first attempt in 
the country to fund early-stage biotech 
companies. Traditional venture capital 


companies have been reluctant to fund | 


biotech ventures due to the long gesta- 
tion periods in the industry. 

Some common threads run through 
all three companies. Each of them relies 
heavily on services, although two are 
also trying to develop products. All three 
have been started by Indians in the US. 
And they are all in businesses related to 
drug discovery research, in one way or 
the other. The total investment is $1.62 
million (Rs 8.1 crore), with $540,000 be- 

> ing invested in each company. Says 
' Sarath Naru, the managing director of 
APIDC-VCL: “We believe that unless 
there is a strong India advantage in a 
product, a mixture of services and prod- 
ucts is the way to go.” 









AREA OF 


aA COMPANY BUSINESS 
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platforms for 
drug discovery 





x Successful DNA 






Bioserve Custom lab 
Biotechnologies services 
(~~, Genomik Design Drug design 
Phamaceuticals services 
Computational 





All three companies have been oper- 
ating in the US for some time now. 
Bioserve Biotechnologies was set up in 
Laurel, Maryland, as early as 1989 by 
Rama Modali, a molecular biologist. An 
unabashedly services company, it sells 
custom lab reagents, does diagnostic re- 
search and High Throughput Genotyp- 
ing, amethod ofidentifying the genes in 
a tissue or DNA sample. 

Today, the company has a 10,000 sq 
ft facility in the US with 22 people. It 
wants to build a facility in Hyderabad, 
with 40 or so scientists, by early next 
year. Among other things, it will analyse 
clinical tissue samples both from India 
and the US using an advanced high 
throughput screening method. This 
technique, which the company has 
brought (with exclusivity in Asia) from 
Sequonome, a US company, can iden- 
tify as many as 20,000 genetic variations 

in tissue samples in 







one day. 
APIDC-VCL The company al- 
INVESTMENT ready has an order 
book of $6.7 million. 





540,000 
9540; Says Modali: “India is 


a good place for such 
work because you 
get different popula- 
tions in one country.” 

Silico Insights is a 





$540,000 


$540,000 
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Sharath Naru is the only VC 
daring to invest in biotech 


three-year-old company based 
in Boston. It has not yet decided 
where to start its Indian lab. Sil- 
ico sells both services and prod- 
ucts. It has a computing plat- 
form to identify ‘markers’ — 
molecules that can signal the 
presence of a disease. In partic- 
ular, it can tell how these mark- 
ers change over time, as a dis- 
ease progresses, for instance. 

Silico will initially focus on 
cancer. It looks at the disease 
pathways, a series of steps in the 
body that can lead to cancer. The Indian 
lab will collect cancer tissue samples, 
analyse the critical factors and validate 
hypotheses. It will also try to screen drug 
candidates using molecular diagnostic 
methods. Says Nandan Padukone, 
president and CEO of the company: 
“We also hope to find the interlinks be- 
tween various types of cancers.” He ex- 
pects the lab to start work by the end of 
the year. 

The third company that has received 
funds from APIDC-VCL, Genomik De- 
sign Pharmaceuticals, is also a drug dis- 
covery services company with ambi- 
tions of developing drugs of its own. It 
was founded by Chandra Singh and 
Rami Reddy, two well-known scientists 
in the US. Singh was involved in the de- 
velopment of Amber, a widely-used 
software product to simulate interac- 
tions of drugs with their targets. He has 
now developed another product, 
Galaxy, which is supposed to be an im- 
provement over Amber. Genomik will 
use it to design drugs. 

The company will also offer custom 
synthesis of drugs as a service. It is also 
trying to study existing drug molecules 
and develop them for new diseases. The 
company already has an order worth 
$1.2 million. E 
P. HARI 


The most comprehensive solutions 
are always found in one tool. 
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Keeping the 
small fry happy 


ORTY-five small and medium 
enterprises (SME) have walked 
out of the National Association 


of Software and Service Com- | 


panies (Nasscom) in the last 18 months. 
So far, the association hasn't paid much 
attention to the needs of the small play- 
ers, even though 80% of the 845 Nass- 
com members are SMEs (companies 
with revenues below Rs 50 crore). And 
while Nasscom continues to add new 
SMEs to its list of members, the loss is 
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worldwide. The big guys always hog the | 


limelight. We looked at our own mem- 
bers and felt that individuals needed 
more attention,” says Nasscom presi- 
dent Kiran Karnik. The body also claims 
that some SMEs simply went bust — a 
plausible explanation. For instance, a 
couple of years back, 15 medical tran- 
scription firms were Nasscom mem- 


bers. Today, there are only three. But | 


making SMEs more competitive is also 
part of the Nasscom mandate. “For the 
industry to achieve the $50-billion IT ex- 
ports target by 2008, the SMEs have to 
grow,” says Karnik. 

Ergo, Nasscom has announced a se- 
ries of SME-related initiatives. In the last 
six months, SME fora have been started 
at Bangalore, Chennai, Hyderabad, 








month. These centre around branding, 
providing visibility, exploiting new mar- 
kets, improving business processes, 
quality, HR and funding avenues. Nass- 
com has also started a Market Intelli- 
gence Report for SMEs as they cannot 
afford MNC consultants to advise them. 
Discounted fee (about 10% of the total) 
is another incentive to encourage SMEs 
to take part in international events. 
Nasscom is also inviting SMEs to 
conferences like ‘IT in manufacturing’. 
Here, SMEs can understand the needs 
of large industries like manufacturing, 


| power, etc. Nasscom’s budget for events 


remains small, about Rs 12 crore-15 
crore per year. But Nasscom vice-presi- 
dent Sangeeta Gupta insists that isn't a 
constraint and that the SMEs are now 





not going unnoticed. Mumbai and Delhi. Each region has at | gettingattention. E4 
“Its a problem with associations | least two activities on SME issues every SHELLEY SINGH 
OUTSOURCING 
CAS UPDATE 


No full stops for BPO 


Lend me 
your votes! 


Today, about 60 of the top 100 companies 


HE hue and cry over the outsourcing | 
of jobs to India continues. Last week, | listed on the London Stock Exchange out- 


the UK House of Commons started a | 


probe into job losses from outsourcing. 


While that sounds ominous, the probe is un- | 
likely to result in any major strictures. “The | 


government view is that you outsource if it 
makes your company competitive,” Sir Rob 
Young, UK High Commissioner to India, told 
Businessworld. Another high commission 
spokesperson allayed fears of trade unions 
putting a spanner in the works, 

candidly saying: “Unions are inef- 
fective. The current move of cre- 
ating a parliamentary com- 
mittee is to ensure that 


when it becomes 


headline news, 
politicians are not 

blamed for not looking 
into it.” 










source work to India. And they are all ramp- 
ing up operations. Says R.K. Rangan, manag- 
ing director, Prudential Process Manage- 
ment Services (India): “Our revenues are not 
growing. To sustain margins, we have to out- 
source.” Early this year, Prudential invested 
$10 million in India. Lloyds TSB, Standard 
Chartered Bankand British Airways are some 
other UK companies offshoring backoffice 
operations to India. 

This apart, Indian companies 
are moving into the UK. As 
Young points out, the num- 
ber of Indian compa- 
nies in the UK have 
gone up from 130 
three years back, to 
440 today. a 
SHELLEY SINGH 
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LECTION gimmick! By 

deferring the rollout 
of CAS in New Delhi till 
the assembly elections 
are over, the government 
has shown its hand. Re- 
call the brouhaha be- 
tween the government, 
the MSOs and channels 
over the mandatory 
Rs 72 fees — the subtext 
clearly was to give voters 
a handout before the 
elections. This move con- 
firms that. Now, just wait 
for politicians in the other 
metros to clamour for the 
same ‘sop’ for their con- 
stituencies! | 


kod 
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E Vivek Paul is acting irrationally and throwing all the tried- | 


and-tested software industry wisdom to the winds. Instead of 
arresting the slide in Wipro's performance, the company’s vice- 
chairman is on a major spending spree. 


E Vivek Paul is a far-sighted genius who is not letting short- 
term problems distract him from his larger goal. He is sticking 
to his long-term strategy for Wipro even in these tough times, 
when margins are dwindling drastically. He will turn Wipro 
into a truly global software solutions company. 


BUSINESSWORLD 





EPENDING on who you talk to in the software ser- 
vices industry today, you will hear one of those two 
viewpoints about Vivek Paul. Both are based on the 
same two incontrovertible facts. First, Wipro Tech- 
nologies (WT), the software exports business di- 
rectly overseen by Paul, has been through its two 
worst years financially, with both topline growth and operat- 





| ing margins shrinking faster than its peers’. Second, even as 


peers like Infosys Technologies and Satyam Computer Ser- 
vices have been cutting costs and tightening operations to 
combat the slowdown, Paul went ona spending binge, buying 
up firms, upping marketing spends and chasing the consul- 
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Instead of cutting 
back during bad 
times, the Wipro 
= vice-chairman is 
| aggressively pushing 


ahead. Will this 
strategy work? 


tancy dream that others had put on hold till software 
spending in the US looked up again. 

To understand the Paul paradox, you need to go 
back a little in time. Back in mid-1999, the Indian 
software services industry was going through its 
greatest boom. Vivek Paul had just taken over from 
Ashok Soota as chief of Wipro'’s software business. All 
the big boys — Tata Consultancy Services, Infosys, 
Wipro, HCL Technologies and Satyam — were look- 


































ware industry and transforming themselves from 
mere executors of projects to genuine IT consul- 
tants competing with the likes of Cambridge Tech- 
nology Partners, Sapient, Viant and Accenture (then 
Andersen Consulting). Infosys, Wipro and HCL had 


raising cash thus — they could acquire their way 
into the IT consulting business. 


on IT spending, Margins came under pressure. Con- 
sulting start-ups that had made fortunes advising 
people on e-business saw their market vanish over- 
night. It was against this backdrop that other Indian 
firms scaled down their consulting ambitions, tight- 
ened operations and prepared for a long, hard soft- 
ware recession. They all tried to make sure that their 
topline growth rates didn't fall too drastically — and 
that their operating margins didn't shrink too fast. 
All except Wipro. Over the past two years, Vivek 
Paul has followed exactly the opposite strategy. 
Where an Infosys has sat tightly on its cash horde 
and avoided acquisitions, Wipro has spent close to 
$150 million to buy firms in the BPO and consulting 


bets 


ing at moving up the value ladder in the global soft- | 


all gonein for listing on the US bourses. The idea was | 
that by having shares listed in the US markets —and _| 


And then, the bust happened. Clients cut back | 











spaces. The only firm that comes close is HCL, which did 10 
deals in 2001. But it only spent a third of the money Wipro did. 
Despite shrinking growth and margins, last year Paul in- 
creased the sales and marketing spends by 47%, compared to 
a 1% increase the year before. In fact, sales, general andad- 
ministrative expenses is now 15.6% of revenue. In two years, 
Paul has trebled his sales and marketing staff to 143 — many 
are local hires in the US, such as CEO (America operations) 
Richard Garnick, who have joined at very senior levels, 

This prolific spending has certainly affected Wipro’s im- 
mediate results adversely. From growing at 63% in 2000, WT's 
topline growth fell to 28% in 2001 and then to 24% last year, 
Operating margins are down from 32% last year to 22%, far 
lower than its rivals. Of course, the tech meltdown has played 
its part. But even after accounting for that, Wipro’s perfor- 
mance lacks lustre when compared to that of its competitors. 
In 1999, Infosys at the No.3 spot was trailing Wipro. Today In- 
fosys (2002 turnover: $753 million) has overtaken it as the sec- 
ond- largest IT firm in India. Analysts are asking difficult ques- 
tions and Wipro’s stock price is at an all-time low (Rs 884 from 
Rs 1,874 in April 2002). 

But Wipro chairman Azim Premji is of the view that the 
spending is necessary to survive. “If we have not transformed 
ourselves in the next 36 months, customers will not wait for us, 
and we will be relegated to being someone else's contract fac- 
tory. Everything we do has that sense of urgency and willing. 
ness to invest,” wrote Premji in a letter to shareholders on. 30 
April 2003. Some industry veterans agree. “Customers now 
want to work with a few vendors who can do everything from 
consulting to outsourcing. In this situation, both diversity and 
scale become the criteria for making the shortlist of cus- 
tomers,” says Phaneesh Murthy, CEO, iGate Global Solutions. 

Murthy feels that most Indian firms, including the big 
ones, are not moving fast enough im that direction. Even after 
two decades, Indian firms get the bulk of their revenues from 
application development and maintenance — the industry 
jargon for writing and maintaining software code running in- 
side large corporations. They have yet to make a big impact in 
consulting, systems integration or process outsourcing. Take 
Infosys, which started a consulting group in the US three years 
ago. It has about 100 people, hired mostly from Accenture, and 
contributes 4% to Infy’s turnover. Similarly its BPO subsidiary, 
Progeon, set up last year, contributes only 1% to its revenues. 

Compared to Infosys’ slower and organic route to the 
transformation process, Wipro’s moves look aggressive. Last 
July, Wipro acquired Spectramind for $108 million to get into 
the BPO space. Then came the $24-million buyout of AMS’ 
global energy business in November 2002 and the $17-million 
NerveWire deai (May 2003) to gain expertise in consulting. 
“We are scanning the radar for more such firms, especially in 
telecom and retail,” says PR. Chandrasekar, vice-president 
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(business development). Through the AMS and NerveWire 
deals, Wipro has added 190 consultants in just seven months. 

While Wipro is using these acquisitions to get into new ser- 
vice lines like BPO, systems integration and consulting, it has 
also been organically growing other businesses like package 
implementation (PI) and infrastructure outsourcing (IS). In 
two years it has added over 1,000 people to its PI business. It 
has also invested ina state-of-the-art remote management fa- 


cility for its IS business. “Today clients tell us what we should | 
do. We want to reach the position where we can give them op- | 
tions to help enhance their performance, be it through cost | 
cutting or boosting revenues” says Bijay Sahoo, vice-president | 


(talent engagement and development). 
The new acquisitions are aimed at achieving precisely that 


objective. Take the banking, financial services and insurance | 


vertical from whereWT gets almost 22% ofits revenue. Most of 
Wipro's work in this vertical is plain vanilla services like main- 


tenance and developing applications, a business that is now | 
getting commoditised. An average Wipro programmer cannot | 


speak a Wall Street bankers language. By acquiring 
NerveWire, which has 90 consultants in the securities space, it 











agement guru C.K. Prahalad last year. 

The question is: will all this work? 

Transforming 14,000 coders into high- power consultants 
cannot be an overnight job: Premji says the process will get 
over by 2005. Does that mean that margins will remain de- 
pressed till then? No one at Wipro is answering those ques- 
tions. “Estimating growth for the years ahead is a tough job 
and this is something that each one of you has to perform for 
yourself,” says Premji in the latest annual report. In the ab- 
sence of a clear guideline from Wipro, the scenario is a bit con- 
fusing. After its lacklustre performance last quarter, Brean 
Murray Research, a US-based investment-banking firm 
downgraded Wipro’s stock from buy to hold. It cut Wipro'’s 12- 
month target price to $22.50 from $24. The firm expects Wipro 
to record revenues of about $890.4 million for 2004-2005 com- 
pared to Infosys’ $1.2 billion. On the other hand, ina May 2003 


| report on the European services marketplace, Gartner listed 


Wipro as an outperforming firm along with IBM, Accenture 
and HP Incidentally Wipro is the only Indian firm in that list. 
Internally though, the mood is cautiously optimistic. “The 
transformation is creating several discontinuities; managing 
them is not going to be easy,” says a sè- 
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can offer higher value work, The average revenue earned by a 
NerveWire employee is four times that of a Wipro engineer. 
Similarly AMS’ energy business can help Wipro move up in the 
utility space (last quarter it contributed 23% to its turnover). 
To become a true blue consultant, Wipro is also altering its 
sales teams’ DNA. To begin with, it is hiring strategic account 
managers (SAM), people with 15-20 years of experience who 
will manage key accounts like Hewlett-Packard and General 


Motors. Account management is becoming crucial; ofWipro’s | 
Top 10 accounts, billings from four declined this quarter. In | 


the last six months, five SAMs have already been appointed; 
these include the CIO of Motorola and a senior partner of EDS. 
Soon it will have about 20 such people. In the first phase, each 
SAM will handle a $20-million account. “In the past, our sales 
managers were like hunters; they would be on the lookout for 
big projects. Now we want to appoint farmers, who will nur- 
ture a large strategic account and make it grow,” says Sahoo. 
New training schedules are also being formulated for 
every single employee. Apart from technical training, pro- 
grammers are now being educated on the businesses their 
clients are in. About 60 managers received tuitions from man- 





S :C i : rr : 
ource: Companies nual increments. Its attrition rate at 


10% is one of the highest in the industry. 
But some of the moves are beginning to pay off. Last year 
Spectramind added 9% to Wipro’s topline, while consulting 
(through AMS and NerveWire) brought in another 5%. A third 
of Spectramind’s clients are today WT’s customers. Wipro is 
also mixing its teams with other acquired firms. “Forty engi- 
neers from Wipro are working with the AMS team,” says Chan- 
drasekar. Sangita Singh, director (marketing), WT, is confident 
that the company’s porous culture will allow it to absorb out- 
siders better. But even then, Wipro is not taking any chances. 
For example, the swanky Wall Street offices of NerveWire, its.. 
latest acquisition, have been left untouched. Premji is also. 
putting in alot of face time with both AMS and NerveWireem-. 
ployees. While Raman Roy continues to manage Spectramind, 
AMS’ Tim Matlack is the head of Wipro’s energy business. But 
the real test for Wipro will be after afew years, when the lock-in 
periods of the senior managers of Spectramind, NerveWire 
and AMS expire and they will be free to leave. Afterall, some lo- 


| cal heavyweights, like Steve Zucker of EDS, left within a few 


months of joining. Will Wipro be able to make them stay this 
time? It will be an interesting evolution to watch, E 
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sandstone 


50, TRY CHANGING TRAINING INSTEAD 


‘In many ways people are no different from these 
sandstone blocks. Take the effort to sculpt what lies 
within, and you get value. The material essentially remains 
the same. 





We have been speaking to you. Business leaders, human 
resource leaders, training leaders. You. believe that 
‘developing people is. the best way to develop business. 
The only way to change culture. To Win. Yet, you remain 
frustrated by your people development efforts. You say 
training is ‘one-off. Shrink wrapped. Without follow-up. 
Not translating into results in the work place. Ineffective. 


‘Why? Preoccupied with ‘putting in', most training misses 
the learner. To work, it must ‘draw out’. Talent as well as 
Emotion. And then build skills and habits around these. 
That.is what we do. 


(Discoveri Executive Education nurtures. talent through 
“learning experiences: that are personally meaningful to 
each. individual. We commence witha diagnostic to 
customize the program. Then, a high-impact off-site event 
creates a mental and emotional shift. This is followed by 
an optional 180-day coaching regime for participants te 
_ "nabitualize’ these skills. Our areas of work are: 


1. A leadership program that teaches leaders how to 
create a winning culture. 

2. Ateam enrichment program for key teams facing 
critical challenges. 

3. A personal effectiveness program to groom young 
managers into passionate missionaries. 














T 


.. still sandstone 


Founded in 1996, iDiscoveri is led by alumni of Harvard, | 
INSEAD, IM & XLRI and has a nationwide presence. 


Over 4000. participants from E&Y, GE, Oracle, Bacardi- 


Morgan Stanley, CH, amongst others, have been 
through iDiscoveri programs. | 


“The iDiscoveri learning experience had direct relevance to our day 
to day working environment.” 

Mukesh Butani 

National Director, Global Tax, Ernst & Young 


"Lhave been an iDiscoveri learner for four years now. The programs 
allowed me to step away, introspect and create an action pian =a 
great way to scale new heights.” 

Nandita Mahajan, 

Head, Systems Development, Fidelity Technologies 

(formerly of GE and American Express} 


For a brochure and a personal presentation, call 
Shirish Kher (North & East) at (01.1) 55654333 - 35 or 
Anustup Nayak (West & South) at (080) 5699 5290 - 91 


Visit www.idiscoverl.com/execed 
or write to execed@idiscoveri.com 
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T’S a problem most 
bankers don’t want to talk 
about. A few weeks ago, 
Businessworld approached 
the chairman of one of the 
larger public sector banks 
for an interview. His public 
relations officer was initially en- 
thusiastic about the possibility of 
some publicity for his boss. But 
when we sent him a fax outlining 
our questions and the reasons for 
the meeting, he abruptly backed 
out. We approached the chairmen 
of seven other public sector banks. We eventually managed to 
speak to only one. 

These bank chairmen have become used to discussing 
the headline problems — huge bad loans, excess staff, reams 
of red tape and the inability to compete with nimbler rivals in 
the private sector. But there is one problem that no one has 
asked them about — a problem big enough to wipe out the 





total profits of all public sector banks put together in 2003, | 


and some more. 

It’s this: the pension funds of most of the major public sec- 
tor banks are dangerously underfunded. 

Welcome to Indian banking’ dirty little secret. As of today, 
India’s public sector banks (excluding the State Bank of India 
(SBI) face a shortfall of at least Rs 11,300 crore to Rs 12,500 


crore in their employees’ pension funds. That’s almost twice | 
the Rs 5,869 crore of profits earned by all public sector banks | 


in FY 2002. 


In early 2002, the finance ministry was worried enough to | 








ask the Indian Banks’ Association 
(IBA), an apex body of banks, to 
estimate the size of pension un- 
derfunding. The IBA study esti- 
mated the shortfall to be around 
Rs 9,000 crore at the end of De- 
cember 2001. The gap must have 
grown wider since then. Interest 
rates have plummeted. More 
money is needed in pension funds 
now to pay the promised monthly 
pensions to retired bank employ- 
ees. Hence our estimate that un- 
derfunding could now have risen 


DINESH KRISHNAN 


to over Rs 12,500 crore. 
Businessworld has not seen a copy of the IBA report, but 
we talked to several people who have done so. The shortfall 


| we report — both the total figure and for individual banks — 


are close approximations of the exact figures. The total size of 
bank pension funds was around Rs 10,000 crore at the end of 
2001. That was Rs 9,000 crore short of the prudent level. The 
upshot: bank pension plans were underfunded by around 
47%. Globally, company managements have been massacred 
for far less. 

“Underfunding” does not mean that banks have no 
money to pay current retirees. They do. No retired banker has 
missed his monthly pension as yet. It’s the banks’ ability to 
fund their future pensions that is in question. (See ‘All About 
Underfunding’). 

The problem is going to get worse. Over one lakh employ- 
ees currently in the banking system (excluding SBI) will retire 
in the next five years. Their pensions will have to be paid. “It’s 


Indian Banks’ 


51,25,00 
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Indian banks Ses a . shortfall of o over 
~ Rs 12,500 crore in their pension ~ 
funds. And as yet, nobody is aware 
_ Of it.Avinash Celestine & Vikas Dhoot report 
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a huge problem,” says K.K. Nair of 
the Bank of Baroda officers 
union. “The management of 
many banks tells us that their 
















then, only the SBI had a pension 
fund, a legacy of the British Raj. 
“The SBI pension fund is stable,” 
says an observer. Why? The size of 


pension funds are rapidly deplet- See no evil Hear no evil Speak no evil SBI's fund is around Rs 6,000 crore 
ing . Some banks are looking at a Carried away Bank chair- BW contact- currently, say sources. An actuary 
scenario where the fund could by the bull men refuse ed the chair- says: “The fund was set up assum- 
actually fall to zero.” run in bank to accept the men of eight ing future interest rates at 3-4% 
And there's worse to come. stocks, enormity St Banks, We per annum. Interest rates have re- 
Bank unions are demanding that Twaron e paneon finaly Gute mained above that level for 
have failed to funds prob- speak to only ; 
all employees in public sector notice a lem. Most of one. Another decades. So the fund, in fact, may 
banks be brought under the pen- problem that them contin- referred us be overfunded to some extent.” 
sion scheme. (Currently, only Could drasti- ue to main- to his general Till that 1993 agreement, bank 
50% of employees have opted for ally reduce tain that their manager who employees were entitled to a 
è 3 i $ the value of pension said there : i 
it, for reasons we will explain a bit fhe stocks plans are was no prob- provident fund(PF). “However, 
later.) If that happens, banks will they hold fully funded lem at all the problem was that people who 


have to provide another Rs 10,000 
crore to top up their pension 
funds. The underfunding will climb to over 
Rs 22,000 crore. That’s more than five times the profits earned 
by these banks in 2002-03. 

Nobody talks about this problem because nobody needs 


to talk aboutit. Information on the sustainability ofbankpen- | 
sion funds is not available to investors or employees. Whatin- | 


formation exists is contained in that single report done by the 
IBA for the finance ministry in early 2002. None of this infor- 
mation has been released to unions, investors or even chair- 
men of the concerned banks. 

Let the figure sink in: Rs 22,000 crore. The government has 
already pumped in nearly Rs 20,000 crore to recapitalise the 
weakest banks. Who should put up the money now? The in- 
vestor? Or you, the tax payer? 


How Did We Get Here? 


The problem began in 1993. The banks signed an agreement | 
with the unions that planted the seeds of future troubles. Till 





Pension liability 


mia (as on Dec 2001)(Rs Cr) 





Punjab National Bank 





get a lumpsum on retirement, 
dont plan for all the years ahead. 
They tend to spend a large amount of the money they get,” 
says a union leader. “Also the amount you receive as PF fluctu- 
ates according to trends in interest rates. Unions felt that re- 
tirees should receive a stable stream of income after they re- 
tire. We, therefore, began requesting for a pension scheme as 
far back as 1989.” 
The agreement said that an employee could choose to re- 
ceive a regular pension when he retired. This could be as high 
as 50% of the last-drawn salary (if he had completed 33 years 


| of service with the bank). Employees, who already were part 


| 


of a PF plan, had the option to switch over their existing in- 
vestments in the PF to the pension plan. Also, all those who 
had retired from the banks after 1986, could opt to join the 


| pension fund by paying back their PF receipts to the banks 


| with 6% interest. Further, the government ruled that all new 


| 
| 
| 
| 


Banks and their pension fund liablities 


As % of FY 02 
reserves and surplus 


39:95 


| recruits into the banking system from then were to compul- 


sorily join the pension scheme. For existing employees, the 
option to switch to the pension plan was for a limited time 
only. After that, the option 
was frozen. 

The agreement looked in- 
nocuous at the time. But it 
carried the seeds of disaster. 
Provident funds are ‘defined 
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contribution’ plans — the 
amount that the employee 
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gets when she retires depends 








Canara Bank 
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on what she and her employer 














Union Bank of India 





28.26 


have put in the fund. They 














UCO Bank 


100.61 


don't guarantee minimum 
fixed returns to the retiree. 
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Pension plans, on the 
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Total of 26 PSBs (excluding 
SBI) shortfall as on Dec 04 


Shortfall as on FY 03 





PAT taken from Indian Banking Association (IBA) data 


87.23 


* % shortfall figures in Dec 01 and FY 03 are calculated as a proportion of FY 02 financials. Data for net worth and 


The IBA study was done with rate of return assumed at 10%. 1991-92 mortality tables assumed 






other hand, are ‘defined bene- 
fit plans’. They guarantee the 
retiree a regular fixed income, 
which is usually some pro- 
portion of their last drawn 
salary. The pension is inde- 
pendent of how much is in- 
vested in the pension plan be- 
fore retirement. 







153.35 


213.02 
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A shift from a PF to a pension plan shifts the burden of risk 
fromthe employee to the bank. The bank has to pay out an in- 
creasing sum of money to each retiree every year, since pen- 
sions are indexed to inflation. Moreover, when wage revisions 
take place, the retirees pensions are linked to the revised 
payscales, thus increasing his pension further. Even ifreturns 
from the investments in a pension fund fluctuate with inter- 
est rates, the bank's pension outflows are fixed. 

Allcompanies are required by income tax rules to buy an- 


_nuities for the monthly pension from the Life Insurance Cor- | 
poration (LIC). However, in 1995, the government exempted | 


public sector banks from these provisions. Banks could main- 
tain their own pension funds. The private sector and foreign 
banks didn’t receive this exemption and have been lobbying 
hard for getting the same ever since. Buying annuities re- 
quires lumpsum payouts. Paying monthly pensions from the 
bank's own coffers doesn't hurt its financials immediately. 
: Banks formally set up their pension funds in 
. 1995 and 1996. Only 50% of bank employees 
(around 4 lakh) at the time opted for the plan. A 
split also developed among the unions themselves 
over whether employees should opt for the pen- 
sion or the PF plan. To some unions, the provident 
funds looked far more lucrative than pension plans 
at the time. “PF interest rates at the time were 12%,” 
explains a former public sector bank executive. 
“And those rates were expected to prevail well into 
the future. At those rates, provident funds payouts 
looked much better than the amount you could get 
from a pension plan.” 

“Itis obvious now that some unions were 
clearly mistaken and misled their members by ask- 
ing them to stick with the PF” says a union leader. 
In fact, most members of the bank officers associa- 
tion did not take the pension option at the time. To- 
day, all of them regret that. Provident fund rates are 
down to 9.5%. The pension schemes are oblivious 
to the external environment. 

In the middle of 1996, banks started their pen- 

-sion schemes with funds from two sources: the 
funds they received from earlier retirees who 
wanted to receive a pension (and who had paid 
back their PFs to the bank) and current employees whose PFs 
were partly shifted to the pension plans. Banks would con- 
‘tribute 10% of the pay of employees who had opted for pen- 
sion into the fund every month. 

“It was apparent right from the start that the pension 
funds were badly underfunded,” says a former public sector 
bank executive who has followed the issue closely. For a pen- 
sion fund to be viable, it must have enough money to pay not 
only current pensioners, but all employees, if they were to re- 
tire on a given date. “The shortfall at the time was so huge that 
banks couldn't fund it. Banks were servicing the earlier re- 
tirees who had opted for a pension, not from the pension 
fund, but from their profit and loss account.” 

Adds the executive: “All these seven years from 1996, 
banks have been out of pocket as far as the funds are con- 
cetned. Contributing 10% (of employees’ pay) simply wasn't 
enough.” Says Shanta Raju, head of the SBI union : “This is de- 








spite the fact that the 1993 agreement between government 
and banks requires banks to make up any initial shortfalls 
within five years.” 

So bad was the problem that in 1997 the IBA asked for an 
increase in the contribution from 10% to 26.5% of ernployees 
basic pay into the fund. The extra contribution was to be 
shared equally by the bank and the employee. This was 
thankfully agreed to. 

But no one could have anticipated the big problem ahead: 
falling interest rates. Since 1996, interest rates have declined 
by over 7% — with them, returns on the investment portfolio ` 
held by most banks’ pension funds, too, have collapsed. The 
earnings of the pension funds were falling while their pay- 
outs were climbing. “The situation is such that currently 


„around 70% of the banks’ pension funds are being used to 


service past retirees,” says a former bank executive. 
There's another problem. Banks need to get permission 





from income tax authorities to move funds from PF plans to 
pension plans. Incredibly, some banks still haven't received 
that permission even after almost a decade. Says Jayesh Pan- 
dit, an actuary: “So the entire volume of funds in their pension 
plan is money which has been contributed by banks after the 
pension funds came into existence.” 

Banks are required to get their pension funds evaluated by 
an actuary. He has to determine whether the fund faces any 
shortfall. Why has the shortfall persisted? Where were the ac- 
tuaries in all this? 

One of reasons is that actuaries, like accountants, are paid 
by the companies who they evaluate. “If companies want to 
reduce their pension liability, they can shop around and give 
their business to an actuary who is willing to tell them what 
they want to hear,” says a senior actuary. One of the actuaries 


BW spoke to has evaluated the pension funds ofa numberof _ 


banks. He mentioned one benchmark: the fund size should 
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‘ be roughly 10 times the size of the annual payout to retirees. 
| Weasked other actuaries about this so-called benchmark. | 
_ “That's complete nonsense,” said another actuary. “There is 

i no scientific method anywhere in the world which gives you 


that kind of rule.” Says a senior actuary with a financial insti- 
| tution: “There is no such rule.” 

The actuary who uses this benchmark later explained: “As 
ofnow, none of the pension funds with the banks are less than 
the annual payout they have to make. But if they were to buy 
annuities for their pension optees, there could be a problem.” 


The Report 


In early 2002, the IBA began to study the problem. Using data 
on banks’ pension funds till December 2001, it tried to assess 
the size of the problem. Few know of the existence of this re- 


port. Copies of it exist only with the finance ministry and with | 


the IBA. 

The report concluded that as on December 2001, banks 
needed to make an additional provision of at least Rs 9,000 
crore towards their pension funds. It further listed the specific 
shortfall that each bank faced. Actuaries who were consulted 


| for the report told the IBA that with every one percentage fall 
__ in interest rates, the provisioning required could rise by any- 


thing between 10-15%. Interest rates have fallen by around 
two-and-a-half percentage points since December 2001. 
That means the shortfall has increased to anything between 
Rs 11,300 crore and Rs 12,500 crore as of now. 


Some of India’s top banks are in that list (see ‘Banks And | 


| Their Pension Fund Liabilites’). BW managed to obtain a list 
of banks where the shortfalls are the biggest. This list is not ex- 


[| haustive since almost every bank has a problem with its pen- 


sion fund. And the problem has to be seen relative to the 


|. banks’ size. Central Bank of India is one of the banks with the 


| biggest problem — its shortfall had been estimated at around 
| Rs 1,200 crore as on December 2001. Dalbir Singh, the chair- 
| man of Central Bank of India, is, ironically, also the chairman 
of the IBA, which authored that report. 
BW managed to obtain a copy of the audited accounts of 
| the pension fund of Central Bank of India. According to the 
| accounts, the total size of the pension fund is Rs 1,089 crore as 
| on3] March, 2003. The key paragraph comes on the first page 
| oftherepo pears from the figures, the income of 
‘pension and ga ds seems to be sufficient to take care 
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Almost a fifth of | 
bank employees | 
are due to retire in| 
the next few years, | 
which means | 
pension liability | 
could rise sharply 
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of payments, but these payments are indicative to the pay- 
ments towards retired employees only. Whereas we need to 
build the fund for staff in service whom we have to pay in the 
future.” (emphasis added) The report does not mention the 
extra provisions required. 

The report points out that the return on the funds invest- 
ments has been consistently declining from 13.76% in 1997- 
98 to 11.32% in 2002-03. “We are expecting the rate of 6.5% on 
our investments during 2003-04, which will further affect our 
return adversely,” says the report. A fax sent to Dalbir Singh by 
BWevoked no response. In 2001-02 the difference between 
the income of the fund (excluding the bank's contribution) 
and the payments it had to make was around Rs 15.6 crore. In 
FY03, that difference had shrunk to around Rs 6.6 crore. 

Central Bank, at least, has no public shareholding (though 
this means that it is owned by the government and ultimately, 
by taxpayers). Take UCO Bank, which is all set to approach in- 
vestors for a public issue for Rs 240 crore next month. UCO 
Bank has a liability of over Rs 500 crore to its pension fund as 
on December 2001, according to the IBA report. This 
amounts to around 55% ofits total net worth in FY 2003. 

Among the risk factors in its prospectus, however, the 
bank makes no disclosure of this fact. According to the 
prospectus, UCO Bank has made a total provision of Rs 49.34 


- crore towards pension between FY 1999 and FY 2003. BW 


spoke to chairman V.P Shetty on the sidelines of a press con- 
ference to promote the public issue. “The pension fund for 
UCO Bank is fully funded as of now. The IBA report was only 
an estimate of what it would cost the banks if they offered ari 
option to employees to switch from.a provident to a pension 
system.” He says the UCO pension fund has a corpus of 


The buck 


stops here... 
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all set to retire now. Around 20% of employees in 


around Rs 571 crore. 

It's the same with Indian Overseas Bank(IOB). 
IOB is also all set to approach investors with a pub- 
lic issue for the same amount as UCO Bank and at 
the same time. IOB has a shortfall of over Rs 600 
crore in its pension fund, which is 46% of its total 
net worth. Again, no mention is made of this fact in 
the prospectus, not even as a contingent liability. 

; TOB has not made any provision towards pension 
since FY 1999. Says Sivaram Swamy, general man- 
ager, IOB: “We have around Rs 70 crore in the pen- 
sion fund and it is fully funded.” 


It Gets Worse 


The problem might get much worse — even with- 
out counting the possibility that interest rates 
could decline further. After nationalisation of 
banks in 1969, banks went on a recruiting spree in 
` the 1970s. Employees hired during those years are 


“public sector banks (over 1 lakh) excluding SBI 
were above the age of 51 in FY01. Which means 
they will start retiring soon. 

Says R.J. Sreedharan, general secretary of the All 
India Bank Officers Association, one of the bank 
unions: “Since there has been hardly any hiring by 
banks during the reform era, the funds have be- 
come static.” As a result, there are hardly any new 
employees in the system who will bring in fresh in- 

' flows into the pension fund and lighten the banks’ 
burden in the short run. 

Indeed, the burden is already being felt. Between Novem- 
ber 2000 and March 2001, in an attempt to trim overstaffing, 
public sector banks introduced a voluntary retirement 


scheme for employees. Around one lakh employees from all | 


public sector banks (including SBI) accepted the scheme. 
“The vast majority of them were pension optees,” says a 


union leader. “So the pressures are already beginning to tell.” | 


And though banks are required to make heavy provisions to- 
wards the cost of the VRS and towards the future pension re- 
quirements of those who had opted for it, it’s not enough. 


Banks have committed to making a total of Rs 12,300 crore of | 


provisions over five years. Of that Rs 2,271 crore was for SBI 
alone. A major chunk of the balance amount would have 


been the severance payment alone, leaving only the balance | 


amount for payments on gratuity and pension. 


There's another far more serious problem though. Unions | 
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| have realised that, because of its fixed returns, the pension 
scheme is far more lucrative in an era of low interest rates. 
They are now asking the IBA to offer existing employees who 
had not opted for pension earlier, an option to switch over to 
the pension system. Some even see this as solving the prob- 
lem faced by the pension funds in the banks, Some unions feel 
that an increase in membership of the pension funds will 
solve the problem as it would lead to an increased flow of 
| funds into the plans. Actuaries however, believe that this will 
merely postpone the problem, not solve it. 

The government and the IBA have categorically rejected 
that demand from the unions, saying it is too costly to imple- 
ment. Shanta Raju says he has been told by the IBA negotia- 
tors that the additional provisions that banks have to make 
could be well over Rs 10,000 crore. 

Indeed, so alarmed has the government been by the re- 
port, that in mid 2002, it issued a letter to all the chairmen of 
public sector banks about the pension problem. In 
it, the finance ministry observed that banks had all 
observed different methods of calculating the via- 
bility of their pension funds and called for a stan- 
dard set of assumptions. 

This is where the matter stands as of now. A 
stalemate exists between the government and the 
IBA on one side and the unions on the other. It’s 
time everyone — the government, bank manage- 
menis, unions and investors —. toa can 
cerous problem that is eati 
some of our biggest banks 








Infocom 2002 helped shape a new agenda to e-nable 
the east. And so helped channel the intellectual 
resources of the region. 

Infocom 2003 will have the largest congregation 
of IT specialists, key policymakers, industry leaders and 


thus be the only exposition of its kind. The purpose, 
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to arrive at a strategy that harnesses the power 
of IT for business excellence. 

In essence, the sessions will demonstrate how 
IT can completely change old ways of doing business. 
The best minds in the Indian IT scene will be present. 


The question is will you? 
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...Will allow the bollworm to develop resistance 
because of the increasing use of seeds with 


limited pontency to fight the pests 


..Can discourage genetic research as 
companies fight shy of investing in R&D to 
develop new strains of GM crops 


..India will lose out on a powerful new tool to 


tone up agriculture if GM technology is brought : 


into disrepute 


The 
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Bt Cotton 


N Dahegam, the cotton fields have begun to flower. It’s 
barely four months since sowing took place in this part 
of Gujarat, but already the cotton buds are showing up 


on row after row of healthy green plants. Vinod Chandra | 


Hiralal Patel surveys his 12 acres of cotton with wonder 

and delight. There is no sign of the repulsive greenish 

larva that strikes terror into every cotton grower’s heart: 
the bollworm appears to have been worsted. 

For Hiralal Patel and most members of the prosperous 
Nandol farmers’ co-operative society of which he is president, 
there is the prospect of another good harvest this year, thanks 
to anew cottonseed that is the talk of the countryside. It is a 
much sought after variety and difficult to come by even if 
farmers are willing to pay a premium. 

The seed comes in plain cellophane packets of 450 gm 
(enough for one acre), unbranded and unmarked for the most 


part, and the only source of supply is a shadowy figure always | 
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described as a “reliable dealer”. 

Farmers Call it F1 although the seed has many avatars. 
There is also F2, which Hiralal Patel has used across half his 
cotton fields, and F3 and a lot many others that come in bright 
wrappers with beguiling brand names. “It’s all Navbharat 151,” 
says Prakashbhai Patel, who has covered 12 acres of his 
sprawling farm with the F1. His crop, too, is robust and the 
farmer describes the seeds as “unbelievable, almost magic”. 

But there is lurking disaster. The magic could soon wear 
out and end in a bitter harvest for Patel and thousands of 
farmers like him for what they are using is an illegal transgenic 
or genetically modified (GM) cotton seed, It’s a seed that has 
not gone through the official drill — of permissions, labora- 
tory tests and field tests before carefully weighed approval is 
granted — but is spreading like wildfire across Gujarat and 
parts of Andhra Pradesh (AP), Punjab and Haryana. The clan- 
destinely released seed, popularly called Bt cotton, is turning 
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BT COTTON 





As illegal Bt cottonseeds spread 
across Gujarat, India’s biotech 
dreams for agriculture are turning 
into a nightmare.by Latha Jishnu 


out to be a hydra-headed menace. 

That's not what the promoters had expected. With its in- 
built resistance to the bollworm, the scourge of cotton, the 
GM cotton is touted as a solution to the increasing but ineffec- 
tive use of pesticides in cotton farming which in India ac- 
counts for more than half of the estimated Rs 2,800 crore 
worth of pesticides used in agriculture. Despite this farmers 
suffer crop losses of around Rs 1,100 crore annually on ac- 
count of the bollworm. 

What's worrying the scientists, however, is the unregulated 
use of this powerful new tool. They warn that the runaway 
success of the illegal Bt cotton could lead to the collapse of cot- 
ton farming in Gujarat, a state that grows nearly a fifth of the 
cotton produced in India and records the highest yields in the 
country. This is because the Bt toxin’s ability to resist bollworm 
attack will break down. “It means one good gene knocked off,” 
says Satish Kumar Raina, professor and principal scientist 
with the National Research Centre on Plant Biotechnology 
(NRCPB), Delhi. (See ‘How Bt gets weakened’) 

Neither the farmers nor the authorities in Gujarat appear 
to understand that disaster could be just a few crop seasons 
away. Warns Deepak Pental, professor at the department of 
genetics, Delhi University: “As transgenic material can cross 
with non-transgenic varieties and also with wild relatives, 
these must be put through rigorous tests for toxicity and aller- 
genicity.” Pental is director of the 
university's south campus which is 
working on six transgenic projects, 
including mustard, rice and wheat, 
and he says only material which 
passes these tests should be sent to 
the farmer's fields. “Penalties for 


The office of Navbharat Seeds (R), 
the source of Navbharat-151, the 
most successful Bt seed in India, 
and packs of various brands of 
illegal Bt cotton seeds that have 
proliferated in the market 
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rogue release of transgenic material should be high.” 

So whyis the rolloutofBtcotton, the first GM crop in India, 
turning into a nightmare? Some of it has to do with farming 
traditions in this country and some of it to a regulatory tangle. 
But mostly it is the result of a poor understanding of the com- 
plexity of GM crops. Says Suman Sahai, a former professor of 
plant genetics who campaigns on environmental issues: “We 
have no systems in place for such a sophisticated technology. 
There is no involvement of civil society in something as critical 
as GM crops and there is no transparency or accountability on 
the part of the regulators.” 

Sahai is a convenor of Gene Campaign, a research and ad- 
vocacy organisation, which has been asking a number of un- 
comfortable questions about the procedures on approving Bt 
cotton. Her worry is that unless Bt is managed properly, it will 
leave farmers in the lurch. 

“The Chinese understa- 2 

nd these issues far bet- ff 
ter. They have devel- y 
oped their own genes —f 
and have licensed 
them to various state 
agencies. That’s why 
China's biotech stra- 
tegy is working.” In 
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Scientist warns that with the use of un- 
tested Bt cotton seeds, the Bt toxin’s ability to resist boll- 
worm will go down. “It means one good gene gone,” he says. 


India, on the other hand, most of the issues related to trans- 
genics, from farmers education to intellectual property rights, 
is a grey area. 

But first, a little background. Officially, Bt cotton has had 
just one season and is about to complete the second. It was 
only in March 2002 that the Genetic Engineering Approval 
Committee (GEAC), the apex body regulating the entry of GM 
seeds, allowed the cultivation of three Bt cotton hybrids, 
Mech-12, Mech-162 and Mech-184, developed by the Maha- 
rashtra Hybrid Seeds Company (Mahyco) in partnership with 
US multinational Monsanto. 

Long before that, a local variety of Bt cotton, Navbharat- 
151, containing the same Cry 1Ac gene for which Monsanto 
holds the patent, had marked its spectacular entry in a year of 
extreme bollworm pestilence. That was 2001. Navbharat-151 
is the handiwork of Dinkerrai Bhikubhai Desai, a US-trained 
plant breeder and owner of the Anmedabad-based Navbharat 
Seeds who appeared to have been working for quite a while to 
produce top performing Bt hybrids. 

Scientists say Desai must have been backcrossing clan- 
destinely imported Bt seeds with a wide variety of Indian culti- 
vars or parental lines before he hit upon Navbharat-151. Al- 
though it was banned in 2001, the seed continues to flourish 
and haunt the regulators. 

If the seed industry estimate that nearly half of Gujarat’s 
field is planted with Bt cotton is true, the state is clearly awash 


A Gujarat farmer 
shows off his 

grown from ? 
illegal seeds 
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with illegal seeds. The governments figure for official Bt cot- 


| ton, i.e., Mahyco-Monsanto’s (MM) this season is just 18,000 


SANJIT KUNDU 


packets, up slightly from last year’s 15,000 packets. Since the 
agriculture department says the cotton acreage has gone up 
from 3.21 million acres to 3.71 million acres this season, it 
means alot of Bt cotton. So, where is all the seed coming from? 

A major source initially was the 400 acres in AP where De- 
sai was raising his Navbharat-151 under contract farming. 
Once the GEAC instituted a case against Desai in 2001 and 
banned the seed, it was open season for smart operators who 
could mop up supplies from the private farms. Some of this 
has been backcrossed with the same parental lines and are 
being sold under different brand names or are simply spuri- 
ous seeds cashing in on the Bt craze. Among the clutch of sus- 
pect brands unleashed in the market are Maxi 151, BesT, B.T. 
Cotton Trial Farm, Rakshak, Maharakshak, Krushi and Surak- 
sha, quite a few on the back of huge advertising campaigns in 
the newspapers. Little has been done to clamp down on this 
black market. 

In AP the police say four new Bt cotton brands — AUM- 
3,BB5, MI-20 and Thunderball-4 — in addition to three ear- 
lier varieties are being sold in the rural areas at half the price 
of MM'’s Bollgard (Rs 1,600 for a packet of 450 g). Ifit were not 
for the drought which has brought cotton planting down by 
nearly half, these brands may have had roaring sales. In Pun- 
jab and Rajasthan, where no Bt cotton has as yet been cleared 
for cultivation, illegal varieties are reported to be making 
steady inroads. 

It’s an irony, concede regulators, that while seed compa- 
nies are being put through the hoop with biosafety and toxic- 
ity tests that take several years, mostly in field trials — Mon- 
santo’s clearance took six years — illegal seeds are popping up 
faster than they can be counted. The GEAC is helpless al- 
though its chairman V.K. Duggal, a special secretary in the 
ministry of environment and forests (MoEF), says it has pulled 
up Gujarat and forced it to seize several tons of spurious seeds. 

This has had little impact on the problem. Despite the 
likely risks, farmers are plumping for the illegal and uncerti- 
fied seeds rather than Monsanto's Bollgard for two reasons. 
The first is price. Bollgard is marked a steep Rs 1,600 compared 
with an average of Rs 300 for the top range non-Bt hybrids, 
while the illegal Bt calling itself F1 is selling at Rs1,050 (against 
Rs 400 last year). F2 can be bought for as little as Rs 200-300. 
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The other is the hybrid quality. The hybrids that Mahyco 
chose for expression of the Bt gene are generally considered 
poor performers. Says a scientist at the Indian Agriculture Re- 
search Institute: “Everyone knows Mahyco’s hybrids are not 
performing well. Those were probably the better hybrids 
when the company started on the transgenic trail, which was 
nearly eight years ago. But since then a lot of superior hybrids 
have come in.” 

Reports of the poor performance of Bollgard in AP (See ‘Bt 
Cotton's New Controversy’, BW, 31 March) and Maharashtra 
due to drought have also not helped. And they are up against 
Desai’s unassailable reputation as a plant breeder who really 
knows his cotton. Farmers love his hybrid because itis an early 
flowering variety — it has a shorter duration of 140-150 days 
against the normal 180-190 — and is said to require no spray- 
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Professor of genetics Deepak Pental says: “As transgenic 
material can cross with non-transgenic varieties and also 
with wild relatives, these must go through rigorous tests.” 


that has proved its effectiveness. It’s a fallacious line of reason- 
ing which ignores the fact that apart from everything else De- 
sai has violated the Environmental Protection Act (EPA). Be- 
sides, transgenic plants are specific to locations, which means 
each variety has to be tested wherever it’s being introduced to 
find out how they perform and what the gene flow is like. “It is 
not like an industrial technology which can be bought off the 
shelf,” emphasises Pental. 
Officialdom in Gujarat, however, appears to have little 
understanding of these issues. A.G. Dixit, director of the de- 
partment of agriculture, is seemingly baffled when asked 
about the laxity of the authorities on illegal Bt cotton. “Whatis 
the issue here? GEAC has conducted a series of tests for years 
and found that Cry 1Ac has no harmful effect,” he points out. 
“Once you have come to such a definite conclusion then any 


| player interested in propagating it should be permitted to do 


so freely. Why only Mahyco?” 

This argument with its heavy overtones of swadeshi— and 
parochialism — surfaces repeatedly in the corridors of Gand- 
hinagar, the seat of government, and among the seed traders. 
A senior official of the state's agriculture ministry shows his ir- 
ritation with what he believes is a warped media focus on Bt. “ 
Why this special attention for Bt? Is it because it involves a 
multinational? There are spurious seeds in all categories.” 

True enough. But such an attitude reveals a cavalier 
approach to transgenic seeds which require the most careful 
regulation and a system of case-by-case evaluation, as the 
agriculture department ought to know. And their haul of 


ing. A groundswell of farmers’ support 
for Navbharat is being constructed into a 
classic battle of national versus multina- 
tional in which the Gujarat government 
has clearly taken sides. Desai has man- 
aged to rope in the likes of Sharad Joshi of 
the Shetkari Sanghtana, a well-known 
farmers’ organisation, and former chair- 
man of a government task force on agri- 
culture, to get Navbharat-151 regularised 
“in the interest of farmers”. 

To understand why he just might 
succeed, listen to Prakashbhai Patel in 
Dahegam, one of the scores of farmers 
that BW spoke to during a recent trip 
across Gujarat. Patel claims his yields 
have shot up from six quintals an acre to 
11 quintals. “Nobody is going to use any 
other seeds if they can get hold of Navb- 
harat,” he declares. “If the government 
does not allow free sale of Navbharat we 
will blockade Gandhinagar.” 

All of which is bolstering Desai’s case. 
His logic is that since Navbharat-151con- 
tains the same Monsanto gene (Cry 1Ac) 
which has passed the GEAC’s biosafety 
tests, it ought to be regularised, specially 
since it is an officially registered hybrid 


How Bt gets weakened 


HE legal Bt cotton seed has a Bacillus thuringiensis (Bt) gene that makes it 

resistant to bollworms. If you get your hands on some of those expensive, legal 

seeds, it is not too difficult to create your own, inexpensive, illegal Bt seed. All you 
need to do is cross the legal variety with an ordinary variety, et voila!, you have an 
offspring which has a Bt gene, too, and is bollworm resistant. (The first generation is 
called F1.) The problem is that since F4 has one insect resistant parent and one 
normal one, it gets only one copy of the Bt gene and not two, as in the pure variety. A 
seed with only one copy of the Bt gene works for all practical purposes. The problems 
do not crop up until the second generation, the F2 variety. 

In the second generation, because the parent has only one copy of the BT gene, there 
will be three different kinds of offspring: a ‘pure’ variety with two copies of the BT gene, 
a second variety that has only one copy of the Bt gene, and finally a variety that has no 
Bt gene and is completely susceptible to the pest. The last could make up almost 25% 
of the seeds. (See ‘Seeds of Disaster’, BW, 22 July 2002) 

In each subsequent generation, the number of susceptible seeds would increase. 
Because of uncontrolled pollination, some of the offspring would end up with highly 
weakened strains of the Bt gene. And once the genes become weak, its ability to resist 
bollworms breaks down. When that happens, the bollworms themselves could develop 
immunity to the Bt toxin. “It means one good gene knocked off,” says Satish Kumar 
Raina, professor and principal scientist with the National Research Centre on Plant 
Biotechnology (NRCPB), Delhi. Worse, there could be mutations of the Bt gene in future 
generations which could produce seeds with unwanted characteristics. One example: 
instead of being toxic merely to the bollworms, you could end up with a transgenic crop 
that is toxic to many other organisms. 
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counterfeit and adulterated seeds this season should have 
been cause for grave concern. The department concedes that 


a total of 5,164 kg of spurious cottonseeds have been seized, | 


of which 1, 840 kg have shown the presence of the Bt gene. Yet, 
in the official view, that is nothing to worry about — it’s busi- 
ness as usual. 

In Krishi Bhavan, headquarters of the agriculture ministry 
in Delhi, there is outrage over Gujarat’s laxity. Despite repeated 
reminders from the ministry and GEAC, the Narendra Modi 
government has failed to act, complains a senior official. He 
says the least that state government could have done was to 
book under the Seeds Act and the Seeds Control Order the 
companies producing and distributing spurious Bt. Agricul- 
ture, however, is a state subject and beyond sending re- 
minders there is little that the ministry can do. 

The swadeshi lobby, mean- 
while, is working overtime on a 
campaign to bring in ‘more com- 
petition. More domestic play- 
ers are, indeed, joining the Bt 
bandwagon (See “The Chinese 
are here—almost’), but some are 
doing so through a short cut that 
appears to be a variation of the 
Desai method. Nuziveedu Seeds 
of AP has launched its Bt initia- 
tive by collaborating with an 
agribiotech company to con- 
struct two Bt genes, one of them 
the Cry 1Ac. Managing director 
Prabhakar Rao says that al- 
though it is the same Monsanto 
gene, “the wild type Cry 1Ac gene 
sequence that is in the public do- 
main formed the basis for the de- 
sign of our gene”. 

Mere hair-splitting, contends 
Raina. The Cry 1Ac gene in the 
public domain, he points out, 
cannot be commercialised for 
private gain except with permis- 
sion of the University of Ottawa, 
which has made it available for 
public research. But already, or- 
ganisations like the Bharatiya Kisan Sangh have started lobby- 
ing with members of the parliamentary standing committee 
on agriculture for Nuziveedu’s Bunny Bt “in order to encour- 
age swadeshi seed companies”. 

This is, of course, a damper for companies preparing for 
the long haul on Bt approvals. Nandkishor Kagliwal, chairman 
of Nath Seeds, has just kicked off the first phase of trials for 
Chinese Bt cotton, but he is afraid that in the time that it will 
take to get his gene-spliced hybrids approved, matters could 
have got completely out of hand. “I don’t think we visualised 
this problem and unless we act quickly no further technology 
will come to India. It will also discourage Indian companies 
from undertaking R&D.” 

Are there legal safeguards for checking bio piracy? Yes, if 
the authorities in Delhi and in the state in particular are keen 








Environmental expert Suman Sahai is livid: “There’s 
no involvement of civil society and no transparency 
or accountability on the part of the regulators.” 





to stamp out illegal practices and spurious seeds. Although 
the country does not recognise gene patents, there is the EPA 
which forbids the import, export, storage, manufacture and 
release of any genetically engineered material without the ap- 
proval of the GEAC. It is under this law that Desai has been 
booked, but the case has made no headway. 

Officials believe their hands will be strengthened when the 
Plant Variety Protection and Farmers Rights Act of 2001 is acti- 
vated. Although it has well-defined plant breeders’ rights and 
protection for farmers, no rules have been notified. These are 
expected in a week. 

Whether it will help resolve the anarchy is doubtful. The 
problem, according to social scientists, is more deep-rooted, 
and may be difficult to solve. It has a lot to do with the Indian 
psyche, says Sudarshan Iyengar, director of the Gujarat Insti- 
tute of Development Research, 
which has been studying the im- 
pact of Bt cotton on farmers and 
society at large. He declares: “In- 
dians are ill prepared to receive 
new technology.” 

It's a thesis that has quite a 
few supporters. Pental, for one, 
believes that “technology cannot 
help silly societies”. His progno- 
sis: a society that cannot make 
use of simple proven technolo- 
gies is hardly likely to make a suc- 
cess of a sophisticated technol- 
ogy. “It’s all about governance, 
and we are really poor on that 
score,” says Pental. 

And in the case of Bt cotton, 
it has been abysmal. Old-timers 
in the Indian Council for Agricul- 
tural Research (ICAR) point out 
that the induction of an agricul- 
tural technology is not merely a 
question of new seeds; there 
have to be conducive policies 
and delivery systems. 

If the Green Revolution suc- 
ceeded, it was largely because ofa 
superb support system. From Kr- 
ishi Vigyan Kendras to model farms and district block deve- 
lopment offices, the entire machinery was geared to ensure 
that imported Mexican hybrids revolutionised wheat culti- 
vation in the country. 

All such support is missing as India stands on the cusp ofa 
new revolution. State agriculture extension workers do not 
concern themselves with Bt technology because it’s viewed as 
a private sector initiative. There is hardly any farmer educa- 
tion or monitoring which is considered the responsibility of 
the seed distributor. And private distributors have not done 
much on this score. 

If Bt cotton is the spearhead of the next Green Revolution, 
ithas only sown the seeds of trouble so far. E 


DINESH KRISHNAN 





With reports from G.S. Radhakrishna in Hyderabad 
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LATHA JISHNU 


T is economics that will ultimately determine 

the future of genetically modified (GM) crops. 

In the brave new world of transgenic cotton, 

new entrants who are expected to come to the 

market in the next two years are looking at 
more competitive pricing strategies — and betting 
on high-quality hybrids to win custom. 

The most keenly watched of the new Bt cotton 
promoters is Nath Seeds of Aurangabad, which has 
secured exclusive rights for the Chinese Cry 1Ac/ 
CrylAb Bt gene, a fusion gene developed by the 
Biotechnology Research Institute and the Chinese Academy | 
of Agricultural Sciences (Bri-Caas). Nearly 65% of the esti- 
mated five million cotton farmers in China who use Bt cotton | 
have opted for the varieties based on this gene in preference to 
Monsanto's. Which makes Nandkishor Kagliwal, chairman of 
Nath Group, believe he has a winner on his hands — even 
though he is at least three years behind India’s Bt pioneer, the 
Maharashtra Hybrid Seeds Company (Mahyco). | 

Nath Seeds does have some clear advantages. BioCentury | 
Transgenic Seeds, the marketing arm of Bri-Caas, is said to | 
have made generous concessions to the company because it | 
is the first international licensing agreement that the Chinese | 
have signed. For another, Nath is not burdened with ‘MNC 
costs’ in developing the Bt gene in local hybrids and getting | 
these through the regulatory process. The high cost — $18 
million according to some reports — incurred by Mahyco’s 
multinational partner Monsanto, is said to have pushed up 
the price tag of its seeds to a hefty Rs 1,600 for 450 g. 

There is something else to be said for bringing in Bri-Caas. 
The seed industry thinks the Chinese precept experience | 
could help diffuse the technology faster here. 

China has been growing Bt cotton since the late 1990s and, 
according to the International Service for the Acquisition of | 
Agri-biotech Applications (Isaaa), which tracks the spread of | 
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Bt cotton from China is likely to 
make the market for trangenic 
hybrids more competitive 


GM technology, 51% of the country’s cotton area of 4.1 million 
hectares is under transgenic cotton, with the highest growth 
being recorded last year. Interestingly, varieties developed by 
scientists in public research institutions accounts for 64.5% of 
the sowings in China. 

The major difference between China and other develop- 
ing countries is the commanding role of the public sector in 
providing GM technology, explains Carl E. Pray, a professor of 
agricultural economics at Rutgers University, New Jersey. In 
all, 22 varieties of Bt cotton have been developed by govern- 


| mentscientists, thereby helping to keep the price of transgen- 


ics low, explains Pray, who has been surveying the impact of Bt 
cotton on Chinese farmers since 1999. 

It is not as if Chinese farmers are being forced to grow Bt 
cotton by the authorities. “On the contrary, farmers are dis- 
couraged from buying Bt by state-owned pesticides compa- 
nies,” says Pray. During a recent visit to India, the agronomist 
told BW that “the economics of Bt cotton are clearly very posi- 
tive for small farmers in China, primarily through reduced 
pesticide use.” Even though yield increases have been a mod- 


| est 8-10%, Bt cotton is spreading rapidly, says the noted China 


expert who forecasts the momentum will pick up here, too. 
The seed industry shares this view. At the World Seed Con- 
gress in Bangalore in June, the focus was on GM seeds which 
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Nath Seeds chief N. Kagliwal (R) and the fa- 
ther of Chinese Bt cotton, Guo Sandui, of the 
Chinese Academy of Agricultural Sciences 


are expected to take a larger chunk of the 
market every year. The trend is becoming vis- 
ible with several companies racing for regu- 
latory clearance for their transgenic hybrids. 
Nath Seeds has just kicked off its controlled 
field trials on the Chinese GM cotton at Au- 
rangabad, and if all goes according to sched- 
ule, itcould be test marketing in 2005. But be- 
fore that at least two of the seven franchisees 
of Mahyco Monsanto Biotech India (MMB) 
should be coming out with their own Bt hy- 
brids, one in Tamil Nadu (Rasi Seeds) and the 
other in Maharashtra (Ankur Seeds). 

Yet, all this activity is unlikely to result in 
any lowering of costs for the farmer because 
of the kind of contracts the franchisees are 
locked into. MMB takes an upfront payment 
of Rs 50 lakh from its co-licensees and a huge 
royalty on sales. Currently, itis 70% of the trait 
value of the gene which is fixed at Rs1,200 on 
a packet of 450 gm costing Rs 1,600. 

That’s far too high for the large majority of 
Indian farmers, says Babubhai Patel, manag- 
ing director of Vikram Seeds, which is the lat- 
est to sign up with MMB. He feels the prices 
will have to fall drastically ifthe market for Bt 
cotton is to expand. Patel’s estimate is that no more than 20% 
of the country’s farmers can afford Bt at Rs 1,600, and he's 
probably right. “Vikram is the biggest hybrid brand in Gujarat 
and itis priced at Rs 325. I don't expect farmers to shell out four 
and half times the price just because I make it Bt.” 

These considerations have already forced Nath Seeds, 
which is hoping to emerge as a rival cluster to MMB, to redo its 
arithmetic. The licensing fee is being cut and will be closer to 
Rs 50 lakh instead of the Rs 1 crore envisaged earlier, say com- 
pany sources. The royalty charged for the trait value would be 
50%. But even these pared down calcula- 
tions could go for a toss if Nuziveedu Seeds 
of Andhra Pradesh (AP) is allowed to sell its 
copy of the Monsanto gene. 

Nuziveedu’'s managing director Prab- 
hakar Rao has set the cat among the pi- 
geons by announcing that he will be taking 
his Bt cotton to the regulators in the first 
quarter of 2004. Rao claims that Nuziveedu 
launched its Bt cotton initiative about 18 
months ago by hiring an agribiotech com- 
pany to construct two genes. Cost of the 
project: a mere Rs 5 crore. The company is 
using the same Cry] Ac as Monsanto’, but, 
says Rao: “Our gene is a truncated version 
and much shorter in length than the wild 
type or Monsanto's.” 

Rao’s confidence in bringing such a 





Pray says it is public sector R&D that sets 
China apart from other developing nations 








product to the market is based on his claim that India does not 
recognise gene patents, though he may be hard put to explain 
how he came by the germplasm. If he does manage to cross 
this hurdle, competitors could find they have a lot to worry 
about. Nuziveedu has financial muscle and marketshare. Its 
turnover last year was Rs 125 crore (Nath Seeds: Rs 50 crore) 
and its prime brand Bunny, a high-yielding variety, sold three 
million packets in AP — streets ahead of the competition. 

Rao is banking on cut-throat pricing — the trait value will 
be Rs 400 per packet — and a quick foray into other states to 
mop up the market. With competition, prices of Bt cotton 
could go down by as much as 50%, he says persuasively, but 
whether this will convince the regulators is another matter. So 
Rao may be counting his Bt genes before they are cleared. 

None of this addresses the underlying problem in the 
country: our dependence on just one gene and our inability to 
build up a gene bank. Deepak Pental of Delhi University’s ge- 
netics department is none too happy about R&D projects. 
“Very little gene discovery work is under way in the private 
sector. Most of the GM varieties are being developed by cross- 
ing transgenic lines with breeding lines developed in India.” 

Dependence on just one gene could be lethal, specially 
since resistance to Bt toxins has already been shown in insects. 
China is pushing the frontiers and has come up with a new 
gene, CPTI, to fight sucking insects like aphids and jassids. 

The other lesson from China is the importance of local 
biotechnology research. The fact that Bt cotton was developed 
by government researchers at about the same time that inter- 
national companies introduced it into China clearly made it 
more palatable to the government and ensured a strong lobby 
in favour of the technology, points out Pray. 

Sadly, public research is nowhere on the scene in India. 
Two initiatives launched by the Department of Biotechnology 
(DBT) have not had much success. One of these, handled by 
the Indian Institute of Agriculture Research at Pusa, was aban- 
doned in 1999 after five years of research. 

The other by the Central Institute for Cotton Research 
(CICR) in Nagpur is a little more promising. Charudatta Ma- 
yee, who has just relinquished charge as CICR director, told 
BWthatits objective is to transform indige- 
nous varieties like LRA 5166 and LRK 516 
B.N., and not hybrids as the private sector 
is doing. “We believe such an approach will 
help farmers to use their own seeds — the 
practice across a large area of the country.” 

CICR, he says, has standardised the 
protocol for transformation of the Bt gene 
in the elite varieties and is in the process of 
multiplying the same. The next step in the 
process is field tests. However, there is 
much scepticism about this taking place in 
the near future, specially since DBT has 
stonewalled inquiries. 

In other words, India’s cotton fields will 
be fought over by foreign Bt genes in pri- 
vate hybrids foralongwhiletocome. W 





With reports from G.S. Radhakrishna 
in Hyderabad 
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Virtual water to 
the rescue 


EMEMBER last year’s terrible im- 

ages of dry wells and parched 

fields? The water crisis was a hot 

topic of discussion then. One good 

monsoon, and nobody seems to 
be talking about the crisis any more. It’s been 
washed off the public debate. 

Many other issues have replaced it. One is 
the excitement over the WTO ministerial talks 
to be held at Cancun. India is feverishly lobby- 
ing to prise open markets for food in rich coun- 


tries. The rich countries, especially the US and | 
the members of the European Union, subsidise | 


their farmers and discourage food imports 
from the rest of the world. This prevents poor 
farmers in Asia and Africa from selling in these 
markets, thus keeping them chained to poverty. 
However, the water crisis and free trade in 
agricultural products could be related. 


Can global trade in food help solve the wa- | 
ter crisis in countries? Yes, according a group of | 


geographers at the School of Oriental and Afri- 
can Studies (Soas), University of London. This 
group has been trying to link water, food and 


trade in their research. Their chief concern is | 
the effect global trade in food will have on water | 
supplies in dry countries. This is in stark con- | 


trast with the thrust of trade negotiations, 
which are obsessed with market access, terms 
of trade and farm subsidies. 


I am not completely convinced by their ar- | 


gument, but it is intriguing enough to be re- 
counted here. The Soas geographers say that 
water is needed to produce food. To borrow 
techland jargon, water is ‘embedded’ in all 
types of food. When we consume wheat, fruit or 
meat, we also consume water — or rather ‘vir- 
tual water’. It takes a thousand cubic metres of 
water to produce a tonne of grain. When this is 
exported, so is the water used to produce it. 
The question raised is simple: should coun- 


tries short on supplies of water export it via | 


food trade? The term ‘virtual water’ was first 


used by the Soas group in 1993. But Israeli | 
economists have been using the concept even | 





before, says Tony Allan of the Water Research 
Group at Soas. These economists wondered 
whether it makes sense for a semi-arid nation 
like Israel to be exporting water-intensive fruit 
like avocados and oranges. Allan says that he 
found thatin West Asia, his region of specialisa- 
tion, “linking strategic food deficits with water 
deficits was a no-go area in public discourse”. 
Arecent research on global flows in virtual 
water has estimates for the year 1999. The big 
food exporters, especially Argentina, Australia, 
Brazil, Canada and the US, have negative vir- 
tual water balances. So their exports of water 
were more than their imports of the stuff. Many 
nations with water problems (like Mexico, 
China, Egypt and India) were net importers of 
water. Mexico's net imports of virtual water 
were more than the actual water it used to pro- 


| duce food. In India’s case, the figure is just 5%. 


Much of our public debate about the water 
crisis revolves around the same tired issues: 
how to prevent rainwater from flowing off, ra- 
tioning water through market pricing, privati- 
sation of urban water utilities, etc. Sometimes, 
there are also the more grandiose announce- 
ments, like the plan to link the major rivers. 

How can global trade reduce our water cri- 
sis? Should we encourage food imports to take 
some pressure off our water resources? 

Aneighbour has just come back from Kol- 
hapur in Maharashtra. The rainfall in Kolhapur 
and surrounding areas has been deficient even 
this year. A lot of the water there is sucked up by 
powerful sugar farmers. Sugar is a notoriously 
water-intensive crop. Wouldn't it make more 
sense to import sugar? The water saved can be 
diverted for direct human consumption. 

Agriculture accounts for almost 85% of the 
water consumed in India. Less of it will be was- 
ted if farmers are asked to pay market rates for 
water and power. That is one solution. Trade in 
food can be another. In a water-stressed coun- 
try like ours, this will mean encouraging im- 
ports. It's unfortunate that our current trade ne- 
gotiators focus on farm exports alone. a 
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A three-year-old project is 
getting nowhere and causing 
anxiety. Who is to blame, the 


finance manager, the IT 
manager or the consultant? 


MEERA SETH 





NITA Anand’s mind rang with the words ofher | 


assistant, Amar Verma. That morning he had 


greeted her with “I have decided to leave; this | 


assignment holds no promise and we are 
merely carrying the sins of our predecessors”. 


Anita swiftly got up and shut the door, not | 
wanting staffers at Roffet India — the client at | 


whose office Ray Lemick was conducting an ERP implemen- 
tation — to get curious. 

“What happened?” asked Anita and what Amar said was 
not unexpected. It was merely following the pattern set so far. 
“Rao is at it again,” said Amar referring to Roffet's IT manager. 


“Yesterday, out of the blue, he asked for a test run of the fixed | 


assets module. The fixed assets module is not scheduled for a 
test until this weekend, but no, Rao had to insist. Naturally, the 
test data had not been fed in and that annoyed him. Today he 
sent a long note to Chugh (Roffet's CEO) about how there was 
no test data and no test plan when the fact is that he hasn't 
spent enough time even seeing what is ready and available! I 
got into a clash with him over this and he left in a huff and told 
the finance manager Janak Desai: ‘This whole thing is a big 
mistake, Ray Lemick cannot handle this!” 

The situation escalated when Desai called the bosses at 
Ray Lemick and complained that their team was not co-oper- 


ating with the IT manager. And that had been the last straw for | 


Amar. Narrating all that to Anita, he said: “It is not the system, 
Anita, but Rao. He has a mental block about it. What beats me 
is that Roffet has not been able to see through his tantrums! 
Rao made sweeping statements about lack of validations, the 


system not meeting Roffet’s needs and what not; and Desai | 


CASE STUDY 
| just lapped it up! I took up each of these allegations and 
showed how they had been agreed to by users at earlier meet- 
ings. Luckily, because you were insistent, I have been keeping 
minutes of all our meetings, no matter how brief. Now he 
turns around and tells the users that they are enamoured by 
you, because you are a lady!” 

Anita felt equally annoyed, but she still couldn't fault Rao 
only. He was being obnoxious, but that was a different matter, 
she felt. Yes, he had established a pattern of behaviour so she 
had now begun to find him easy and predictable. Yet in some 
| ways, she felt she could understand his ire. Ifthe team at Ray 
Lemick was groaning over the slow progress, as a client Rao 
had more reason to fret, she mused. But she felt annoyed 
about not being able to resolve all this. Rao, no doubt, had 
| been resisting the system implementation for too long and 
| now they were all more focussed on managing Rao than on 
getting on with the project! Yes, the project, which had begun 
three years ago, was still floundering for no coherent reason. 

Just two days ago, Anita had taken this up with Deep Goyal, 
| an associate director at Ray Lemick. Discussing the general 
wave against IT manager Rao, she said: “It is clear that he is un- 
| happy with the system, but the fact is-also that we have made 
him the bogeyman in our relationship with Roffet. At one 
level, yes, Rao is trying to penalise Roffet for the new system 
which he does not like, but I think we need to look at all this 
| very differently, and not as a personality issue, The truth is that 





ANTHONY LAWRENCE 
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the brunt is being borne by us because Roffet’s finance man- 


ager is not interfacing adequately well on this. For some rea- | 


son, he has preferred to hand over the controls to Rao. That 
has to change!” Unsettled by this remark, Goyal had said that 
he knew this was a difficult situation, but that they needed to 
keep working on the project. “Please understand, my personal 
reputation is at stake for it was I who had agreed that Ray 
Lemick should take over the project implementation from 
Capro. So if we fail now, it will be a personal failure for me!” 


Roffet and Ray Lemick’s relationship went back three years | 
~~ during which a complex web of roles and relationships had | 


been woven. But Anita herself had come into the assignment 
recently. Two months ago, Anita came to India when her hus- 
band was sent by his organisation in London on a two-year as- 
signment to start anew office in India. Anita, who worked with 


Ray Lemick in London, decided to move to the Indian office - 


for this period. Some colleagues at Ray Lemick had told her 
‘not to expect too much sophistication’, but they had told her: 
“We are there to help you.” A temporary move to India seemed 
exciting, even challenging. But now watching Amar’s frustra- 
tion, Anita’s own anxiety was getting compounded. 


HE recalled now the whole chain of events and expe- 
riences since her first day at Ray Lemick, when Deep 
Goyal had handed her three huge files and said: “You 


first need to figure out the three-year history of this | 
assignment as most people who had worked on the Roffet as- | 


signment have left.” Roffet had hired Ray Lemick India way 
back in 2000 to develop a long-term IT plan and to assist with 
the procurement and project management of the IT systems. 
The objectives were to upgrade all the IT systems and estab- 
lish a data warehouse to enable the client to meet all IT re- 
quirements that were required to carry out its business opera- 
tions, Ray Lemick was responsible for detailed specification of 
the system requirements for all of Roffet's business functions. 


was to cover everything including hardware, software and 


networking, with back-to-back contracts with others for some | 
of the modules. The ERP package was to be implemented by | 


Capro’s business partner Smosys, which would also custom 
develop the software for the billing and distribution functions, 
while Ray Lemick’s role was more to certify that the vendor, 
Capro, was working according to Roffet’s requirements. 

As things went, by the end of six months, Smosys’ billing 
system was found unsuitable, so Capro decided to develop a 
new billing package. One year later, in 2003, Roffet declared 
that it did not like what Capro and Smosys had delivered on 
the billing package. The specifications drawn by Capro did not 
meet the user needs at all. Naturally, the billing system imple- 


| 
| 








| mentation was further delayed. The problem lay in the defini- 









tion of the user needs. Roffet,; which was quite fed up with all 


| this, asked for Ray Lemick’s advice on whether it should re- 


place Capro, Ray Lemick felt this was undesirable. A note from 
Ray Lemick in the files said: “We recommend that it would be 
best to complete the project so that the money spent so far is 
not wasted. Ray Lemick will, henceforth, be responsible for 


| the implementation of all modules, with a team of people 
| from Capro under our supervision.” Therefore, from.an initial 


role ofoverseer, Ray Lemickhad gradually slipped into the role 
of implementer. 

The number of people from Ray Lemick on the assign- 
ment was hiked as the user specs were being redrawn. This 
arrangement seemed to have suited everyone as Ray Lemick, 
too, needed Capro to be able to successfully fulfil its new role. 

Anita had found all this very disconcerting. No doubt, she 
felt that sometimes in the course of an assignment, the re- 
lationship undergoes some changes; but in this case, it 
seemed to her that Ray Lemick was unwittingly sliding 
into a relationship that was being abandoned by 
others. Why had Ray Lemick agreed to bite off 
more than it could chew? It was betting on 
two variables completely out of its control 
and orbit: ERP implementation and 
Capro delivering. 

In effect, it seemed to Anita that 
Ray Lemick was ‘hanging around’ to 
make sure that Capro delivered; a 
rather pointless arrangement, given 
that Capro was simply a supplier 
of hardware and it itself planned to 
depend on its business partner 
Smosys for the ERP implementation. 
Didn't that mean that Ray Lemick 
would also carry the can for Smosys? 
That was not how Ray Lemick managed 
its businesses worldwide! 

Anita probed around to find one person 
from the old team of 2002, Lekh Basu, who was 
a trainee then. He said: “It needed a lot of effort 
from our part to get Capro to work according to our 
style. The ethos was completely different. Their commitment 
to finish work on time was low — they just kept doing things 











| till they reached a stumbling block and then they would start 
Based on Ray Lemick’s recommendations, a tender was | 
generated and Capro Systems bid for the entire tender, which | 


something else instead of dealing with the client and resolving 
the issue. For this extra load, Roffet was deducting the money 
to be paid to us from Capro’s payments. Frankly, they didn’t 
have a choice — else they would lose money on the rest of the 
contract; their losses were lower this way.” 

Then there was her initial meeting with the users, it was 
unsettling, especially since IT manager Rao did not turn up for 
their first meeting. Some said: “Except Rao, none of us have 
been involved in this exercise.” Besides, they didn’t like spend- 
ing time on something which was not ‘part of their job’. Others 
said: “What's the point when our requirements have not been 
considered while deciding on the system?” 

Some went on to say that this particular ERP package was 
not exactly suited to Roffet's business needs. “It seems there 
was nothing else available and the people involved in the deci- 
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sion thought it would work — without getting into the details 
of system and functional requirements!” It was nota nice situ- 
ation, she felt. At least the finance manager Janak Desai had 
not said so to her. Then why were users apprehensive? 

But then Ray Lemick was party to defining the initial ten- 
der document. Could it be that Ray Lemick was at fault too? 
On going through the specs, she felt some areas were, in fact, 
very loosely defined. Her experience with users had been that 

-. they always burrowed like rabbits and defined such minutiae, 
but this looked like a hurried job. And now, to make matters 
worse, the users were reluctant to meet her! So whose fault 
was it? Capro’s, the vendor, for not involving the right users? 
Ray Lemick’s for endorsing Capro's acts? Roffet’s for not ag- 
gressively getting a buy-in into the new package? Or Ray 
Lemick’s for not demanding greater involvement from the fi- 

` mance manager Desai? And now Ray Lemick had skidded into 
things like system-building which was an area it had exited 
worldwide many years ago! 

. She had spoken to Deep Goyal and reported the 

user reactions and resistance. “Is it possible that 
two years ago we did not do our part of the job 
well?” she asked. “Today users say they were 
not involved in the spec definition. Capro 
says Ray Lemick is supervising, so Ray 
Lemick should know. Ray Lemick is 














from the beginning, as if implying we 
cannot be accountable for what was 
done before we took over. Therefore, 
today, when I tell the users this can- 
not be done, it is not in the tender, 
they say, ‘But you helped in defining 
the specs in the tender’! Can we now 
say to Roffet: ‘You did not identify the 
right people to define your needs cor- 
rectly, so what can we do?’ Will that be 
fair? Neither are there signatures of accep- 
tance on all spec sheets. Some have numer- 


mean instead of the four or five parties coming to- 
gether on this, I find each one pulling outwards!” 

The point was, as long as they all pulled outwards, there 
could be no meeting point and the differences would only in- 
crease. During the next four weeks, the attitude of IT manager 
Rao caused her immense concern. Typically, he would con- 
vene the meeting in his room, seat the 8-10 people in the far 
end of his room where there was a huge meeting area; but he 
himself would stay at his desk rummaging through papers, 


moving things around and humming a soft tune through all | 


this. Not once would he involve himself in the discussion or 
comment on anything. When Anita tried to draw him into a 
discussion, Rao told her right there before the users: “Don't in- 


volve me please! You chose the system, you defined the specs, | 


now you listen to them!” 
The first time he had spoken like that, Anita was annoyed 


but chose to be silent. But Rao mistook her silence for sub- 
servience and repeatedly made scathing remarks to her. Itwas | 
then that Anita met finance manager Desai and suggested to | 


him that for a productive consultant-client relationship to 


saying, we were not involved right | 


ous corrections on them, but no ratification. I | 








flower, he needed to be their contact point on the assignment 
and not Rao. But what Desai said startled her further. “The 
problem is that Rao has a certain difficulty dealing with 
women!” That was when Anita decided to completely remove 
herself from Rao’s orbit. For one, it would resolve his gender 
apprehensions and, two, it would rightly bring Desai into cèn- 
tre stage, where he needed to be. 


NITA asked for a cabin, convened all meetings there 

and dealt with Rao through emails. Meanwhile, back 

at Ray Lemick, Deep Goyal, who had been pondering 

over Anita's rhetoric, met her again. “I was going 
through the original proposal to see what our role was at the 
requirement definition stage,” he told Anita. “Ray Lemick er- 
sured specs were properly defined, within limitations of bas- 
ing its specs on information gathered from people who were in- 
terviewed at that stage. What that means is the people who 
provided the needs definition need not have been the right 
persons to do so.” 

“And how could that have happened?” asked Anita. 

Deep said: “Look, Rao is undoubtedly a funny guy. Know- 
ing him, he may not have tried sufficiently to involve the right 
people. Some of the users you are meeting today were not in 
the same positions two years ago and I suspect he defined the 
specs himself in some cases!” That did not make sense to her, 
so she asked: “Shouldn't it have been Desai who should have 
identified the users as this is a functional issue not a technical 
one? How does Rao come in at that stage?” To this Deep said: 
“Desai had just joined and Rao assumed the upper hand by 
default because he was the continuity link! Anita, the truth is 
that Rao was not happy about the new systems.” Anita was 
surprised. This was a new angle! “For that you need to under- 
stand the ground operations and the battle that was going on,” 
continued Deep. 

“Atone level, yes, Ray Lemick is also at fault for not trying to 
meet the right people according to the organisation chart. The 
only person who was IT-savvy was Rao and everyone leaned 
on him for IT-related matters, including Ray Lemick, and 1 
think he misled us. Look, he felt threatened that a new system, 
which may be more user-friendly, would mean reduction of 


| his own usefulness and power. Second, before he joined Rof- 


fet, Rao used to work for Quicksys, the firm that developed the 
initial design for Roffet. Therefore, he felt a greater sense of 
ownership for the prevailing systems and a new system would 
be, in a way, a negation of the old, as if declaring it is not good 
enough; and if his old company system was not good enough, 
it was like saying he was not good enough.” 

Anita nodded. “Tell me,” she said, “you said it's possible 
Ray Lemick may not have gone exactly according to the orga- 
nisation structure. Could it be that some of them were like Rao 
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” notin favourof new systems and, therefore, declined, orisit 





idy 


that Rao simply directed Ray Lemick to the people he chose?” 
“Could be,” said Deep. “Butin hindsight, that may not have 


: © been the right thing for Ray.Lemick to have done. There are a 


few good senior people in Roffet who could have given the 
right information, especially if management had got their 
buy-in at the initial stage by assuring them their jobs would, in 
fact, be enhanced and enriched, not threatened!” 

Anita thought about this and then said: “You feel Ray 


Lemick could have insisted (then) that it wants to meet the | 


right people, but there was not enough done to get manage- 


ment buy-in into the new system. Now, whose role was that? | 


Who do you think should have initiated this buy-in?” 

That was a question for which no answers were available. 
Anita felt the Roffet assignment was struggling not for want of 
content, but for want of conviction. Yes, Ray Lemick could 
have been an enabler. If Roffet did not, Ray Lemick should 
have pushed, prodded and nudged and, eventually, made the 
detractors see the importance of getting the buy-in into the 
change. “The strange thing is,” he went on, “when the initia- 
tive falls apart, the one who bears the brunt is the consultant, 


not the client. The client will tell the consultant, ‘Iam paying | 


you, you make it work!’ and ‘making it work’ is 50% about 
emotional preparedness.” 

“So who hasa bigger stake in this 50%?” asked Anita. 
Deep pondered and then said: “Whatever memories I 

















have of 2001 with regard to this. assignment is ‘heavy, burden- 


| some, lack of life and a desperatior’ to see the end of it. Every- 


one was fed up of this job. To make matters worse, the project 
manager, Daksha Vyas, left. In her place, came Bharat Burman 


| and he wasa disaster from the word go. | think this is where we 
| failed: we did not realise what a difficult client Roffet was and 


how important it was for us to get their conviction and accep- 
tance and, therefore, to have the right project manager. 

“What followed is very convoluted. Burman tried to undo 
by changing what Smosys had been asked to do which was all 
that Daksha had done. Smosys went to Rao to install the 
changes, but Rao refused to do so. He blamed Smosys for not 
knowing their job! Burman would not defend and Capro 
would not speak up because Capro felt subservient to Ray 
Lemick and did not want to upset Burman. Smosys quit as 
they could not see eye to eye with Capro. That was the hardest 
onus as we agreed to take over from Capro based on the faith 
that Smosys would help deliver the ERP implementation!” 

And it was with this background that Anita had gingerly 


| walked into the assignment as its head. Today, after two 


months of strategising and her efforts with the users, not 
much had changed. IT manager Rao knew all this and, when- 
ever people agreed to some things, he cornered them and ac- 
cused them of lacking intelligence, of being appeased too eas- 


| ily if there was a woman present. “What she is offering you is 


not worth the paper it is written on. You must demand more 


| from the system!” 


But during the last one month of her struggle, Anita had ` 
managed one thing: she had deftly helped the functional 


| managers get involved directly, which means, she had cut Rao 


out of the whole process. “Let's face it,” she had appealed to 
the users, “this system will go into place because the manage- 
ment is convinced it needs this system. So either you can 
choose to have a system that works for you, or you can dither 
and differ and have a system that you work for. It is best that 
you participate and tune it. Ifyou don't, somebody else will de- 
fine the needs and it will not be what you want.” 


ND now here was Amar wanting to resign; Anita 
knew it was not just Amar. And on the other side, it 
wasn't really Rao who was the bogey man. The truth 
j lay somewhere in between, between the tired Ray 
Lemick executives and a very frustrated Rao. That middle, felt 
Anita, was the system itself, which was tossing from Capro to 
Ray Lemick over Roffet’s head. And Roffet wouldn't catch. A 
new situation was building up around her: the seven others 
from Ray Lemick who were working with her on Roffet’s ERP 
were losing steam too. Some wanted to leave, some wanted to 
go on leave and some wanted to move to other assignments. 
Anita now felt that the real hurdle was Ray Lemick itself. 
Having made the wrong decisions all through, it was seeking 
some desperate way to resolve the issue. “I can handle all this, 
Rao’s bristling, Desai’s shirking, even Ray Lemick’s fence-sit- 
ting,... On technical things and content, I know my way 
around. But if there is someone with my conviction out there, 
tell me, what strategy do I adopt to get them all together? I 
want to wrap this up in eight months!” 


You can email Meera Seth at casestudymeera@yahoo.com. 
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Marketing, Bharti e Mr. Suhel Seth, CEO, Equus Red Cell. Mr. Rahul Malhotra, Country Marketing Manager, Procter & Gamble India • Mr. Utpal 
Sengupta, President, Agrotech Foods * Ms. Usha Bhandarkar, Group Planning Director, Lowe * Mr. Harish Bijoor, CEO, Harish Bijoor Consults 
+ Mr. Tarun Katial, Senior Vice President, Programming, STAR TV * Mr. Neeraj Swaroop, Country Marketing Head, HDFC Bank « Mr. Suman 
Shrivastava, Strategic Planning Head, Euro RSCG, Asia Pacific e Mr. Chintamani Rao, President, Integrated Marketing, Universal McCann 
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| study anaysis 1: Ashish Khera 


ASHISH Khera is an engineer and an 
MBA. He worked with Hindustan Lever 
for 10 years before joining GE Capital In- 
ternational Services as vice-president 
(relationships) in September 2000. He is 
currently managing operations for the 
Finance Center of Excellence. 


ANY large projects with 

multiple stakeholders and 

long timelines often run 

the risk of getting entan- 
gled in issues around responsibility, ac- 
countability and relevance, especially 
when the core members of the project 
team change assignments or jobs. Qual- 
ity time is spent on re-establishing or 
maintaining credibility resulting in de- 
lays and cost overruns. 

While most project managers are 
good at documenting, charting defin- 
itive deliverables and taking sign- 
offs, little time and effort is spent in 
identifying and addressing the 
softer aspects of project manage- 
ment as can be seen in this case. 

The process starts with getting 
a proper definition of the problem 
or need, an aspect which many or- 
ganisations tend to ignore. Ade- 
quate time spent on getting the 
problem clearly defined, delimiting 
in/out scope objectives, and setting 
goals and timelines can go along way in 
avoiding scope creeps and expectation 











mismatches. Big projects need to be 
closely aligned to the organisation ob- 
jectives and, hence, sponsored by the 
head of the business. In this case, even 
after significant time and cost over- 
runs, Roffet’s CEO Chugh has not inter- 
vened. This is a clear indicator that he is 
either unaware ofhis role, or he does not 
see the benefits of the project. 

It is equally critical that the project 
team comprise the key stakeholders 
with defined roles, expectations and 
time requirements. The daily routine of 
these people may need to be shuffled a 
bit in order to make time for the project. 
The project champion has to be the 
main beneficiary. 

Ideally, Desai should have champi- 
oned the project rather than leaving it 
with the head of an enabling function. 
He should have played a key role in ad- 
dressing employee concerns, monitor- 
ing progress and performance. 

One of the prime jobs of a project 
champion is to continue to assess the 
team members’ ability and willingness 
to change and take appropriate steps. 
While Desai is aware of the issues with 
Rao, not much seems to have been done 
either about talking him out of his 
mindset or about getting another man- 
ager to support the project. 

Multifunctional projects with a large 
impact need a well laid out communi- 
cation and review plan. Getting the 
stakeholders’ buy-in is a critical part of 
implementation. One of the ways of get- 
ting this done is to let them lead the pe- 
riodic progress review meeting with top 
management. This can go a long way in 
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spreading consensus and pride. Chugh 
should provide a regular update on the 
progress and benefits to the organisa- 
tion, thereby demonstrating his focus 
and faith in the project. 

The project champion needs to 
know when to call the shots and when to 
cut losses. To agree to Ray Lemick’s offer 
to lead the implementation was a deci- 
sion taken more with convenience and 
comfort in mind than after an objective 
assessment of the vendor's ability to ex- 
ecute. It is equally important to take a 
cut-and-dried view when things do not 
go right rather than drag them over. 

The leader should talk about the big 
benefits to everyone all the time. Enjoy 
small successes and reward perfor- 
mances along the way. 

Talking of the issues faced by Anita, 
she will have to immediately revisit the 
execution plan and get the necessary 
buy-in and commitment of all con- 
cerned persons. She will need to estab- 
lish a fresh project team comprising key 
stakeholders. They can be grouped as 
project members, resource providers, 
approvers and interested parties. 

Desai has to be the project cham- 
pion and he must have significant time 
commitments. He will need to ensure 
that the project team comprises ade- 
quate representation from all functions 
and they make time for this endeavour. 
He will also need to assess the criticality 
of Rao’s involvement and take appro- 
priate steps. 

The team should have a brainstorm- 


| ing session on the possible threat in not 


changing over to the new system and 
the opportunity that arises by changing 
over. Anita, along with the project mem- 
bers, may need to redraft the needs from 
this system. This will have to be super- 
imposed with the current system ca- 
pabilities to set right the expecta- 
tions. Ifrequired, they must make a 
multi-generation plan to address 
the more complex needs. Anita 
and Desai should also take stock 
of Ray Lemick’s capability and if 
necessary, get some help. 
At this point, the most critical 
factor is to ease some of the appre- 
hensions in Roffet by completing 
the task within the agreed timelines. 
This calls for planned deadlines for each 
of the modules, a failure recovery plan 
and timely execution. | 


gstudy analysis 2: Manu Parpia 


| the customer's office believes that any- 





AN academician, consultant and entre- 
preneur, Manu Parpia is the founder 
and managing director of Geometric 
Software Solutions Company. He 
evolved it from a niche CAD/CAM firm to 
a specialist provider of product life-cycle 
management solutions, Parpia started 
at Humpherys & Glasgow Consultants. 
Then he went on to Harvard Business 
School, where he stayed on as associate 
fellow. He set up First Financial Com- 
puserve. For seven years he was a consul- 
tant to Godrej & Boyce Manufacturing 
and was the CEO of the electronics busi- 
ness equipment division. He set up Geo- 
metric in July 1994. 


Y response can be divided 

into two parts — what 

Anita should have done in 

the first place and a pro- 
posed course of action in the cur- 
rent circumstances. 

A quick reading of the files 
handed over to Anita would have 
made it clear to her that a lot of 
mistakes had been made in the 
past by all parties, including Ray 
Lemick. A sense of ownership on 
the part of the customer (Roffet) 
was also lacking. They have proba- 
bly mentally given up on the situa- 
tion, but nobody wants to bell the cat 
and say that the expenditures incurred 
thus far are a total write-off. Nobody at 








thing of value will be delivered. 
Anita had no connection with the 


| plemented quickly, but would solve the 
| significant problems. In every project 


situation when she came in and, there- | 


fore, she could have afforded a fresh 
look. She could have, after a quick 
analysis, requested associate director 
Deep Goyal to join her in a honest and 
across-the-table meeting with the deci- 
sion-maker Janak Desai to explain her 
analysis. In such a meeting, it would be 
important to acknowledge that Ray 
Lemick had erred, but emphasise there 
were errors on both sides. The aim 
should be to work together to achieve a 
solution or effectively face the write-off 
of past expenditures. If her boss, Deep 
Goyal, refused to participate in this en- 
deavour to involve the customer and 
ensure a buy-in from them, Anita sho- 
uld have had the courage in her convic- 
tions and sought another chance. 

Anita clearly missed her window of 
opportunity, which was probably open 
for no more than 45 days from her date 
of joining. Under the present circum- 
stances, I would recommend an ap- 
proach requiring all sides to acknowl- 
edge the task ahead and a buy-in on all 
sides to reach a solution. 

In order to reach an agreement, 
Anita should insist that Deep Goyal 
joins her in meeting with Desai to, on 
the one hand, acknowledge the difficul- 
ties and shortcomings of Ray Lemick 
and, on the other, to lay out the plan of 
action to move things along. Key as- 
pects of that plan should include: 

E Identifying projects or enhance- 





there are always some ‘quick win’ areas. 
Identifying them will generate a certain 
positive momentum. 

E Desai must ask Rao to participate in 
review meetings and provide honest 
and reasonable feedback. If gender is a 
factor, then Goyal and Desai must reach 
a conclusion that either Rao must 
change his views or Anita must be re- 
placed, otherwise no solution can be 
reached. At such a meeting, Anita 
should also bluntly point out that the 
failure to involve Rao will ensure the 
project does not succeed and, there- 
fore, it is better to bite the bullet and 
stop the project rather than prolong the 
agony and waste more money. Anita or 
Goyal should raise the possibility of ac- 
tually writing off the project unless real- 


| ity is confronted. In my view, this will 


help to focus Desai’s attention as his 
management would hold him respon- 
sible for the disaster. The emphasis dur- 
ing the whole conversation should be 
the desire to reach a solution and stop 


| wasting customer’s money while re- 


quiring the customer to face the facts 


| and getting a buy-in into the solution. 


If Desai is in general agreement and 
takes the necessary steps to ensure 
everyone works together, then Anita 


| should seeka one-on-one meeting with 


ments to the solution which can be im- | 
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Rao to try and bring about a profes- 
sional atmosphere wherein it is possi- 
ble for both sides to communicate. This 
will be difficult, but it is absolutely es- 
sential as it will not be possible to keep 
running to Desai. So building a working 
relationship with Rao is an important 
prerequisite to success. For the initial 
meeting, she could ask her superior, 
Goyal, to accompany her. 
In short, the way forward is to ac- 
knowledge the difficulties and then 
confront them. By that I do not 
mean confront them in anger. 
What Anita has to do is make the 
customer face the situation and 
seek quick wins to build a posi- 
tive atmosphere and, at the same 
time, hold out the olive branch to 
Rao. Other solutions such as 
rewrite the code from scratch or 
pose an intermediary between Rao 
and project management are bound to 
fail as they do not face the ground real- 
ity ofno buy-in from the customer. W 
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Mahesh Murthy heads 
Passionfund, where he 
advises and guides a 
dozen investee and 


associated companies. 
Mahesh comes froma 
background in media 
and technology. 

A college dropout, 
Mahesh has written 
code, worked as a 
door-to-door 
salesman, and been 
an advertising 
copywriter in India 
and Hong Kong. He 
also directed and 
produced a set of films 
that repositioned MTV 
as an Indian brand. 
Fascinated by the 
Internet since 1992, 
Mahesh moved to a 
Silicon Valley 
marketing 
consultancy in 1994, 
where he worked to 
design and launch 
some of the bellwether 
online brands. He also 
worked as head of 
marketing for e- 
commerce software 
vendor iCat, later 
acquired by Intel. 

In 1999, Mahesh 
came back to India to 
reposition Channel [V] 
as a youth channel. He 
left after its 
acquisition by Star TV 
in 2000. Then, he 

founded Passionfund. 

He is married to 
Manisha Lakhe, 
another writer, and 
they have a 5-year-old 
son, Agni. 
mahesh@passionfund.com 








network 


IRST, a thank you to the dozens of 

readers who wrote in asking why I 

had stopped writing my regular col- 

umn elsewhere. The reasons aren't 

worth going into here, butit’s nice to 
be in the magazine that kicked off the great In- 
dian entrepreneurial revolution. 


It's been a few years since the entrepreneur- | 
ial genie came out of the bottle that our middle- | 
class minds had locked it away in. It’s beena | 
few years since many of you took to running | 


your own businesses. And, from the way I hear 
it, some of you are coming up against a wall. 

“How do I really grow my business,” I’m of- 
ten asked. “How do I pitch for those really big 
contracts — actually, how do I even know 
they're up for bid?” another wonders. “We see 
the same big names, the family houses who get 
all the action,” a third laments. 

True, true and true. In many businesses, 
there is still an old boys’ club. And it’s only rarely 
that exceptions are made to let people in. 
Sometimes, like the late Dhirubhai, you have to 
have enormous financial and political clout for 
doors to open. But what of us lesser humans — 
will there ever be a level playing field? 

I'm not bullish on that. The nature of busi- 
ness and success is such that it tends to get ex- 
clusionary. But, if the burnished oak doors of 
the old money clubs aren't open to you— since 
you're too brash, too new, not yet too rich, there 
are still a few ways to make good connections. 

First, understand that a network is probably 
the single biggest advantage you can get for 
your business or your career. If you're in college, 
do remember this — learning the names and 
email addresses of your campus mates will be 
far more important in the years to come than 
knowing the laws of thermodynamics. Your 
classmates will, after all, be your customers — 
or will influence them — in the years to come. 

Indeed registering on alumni.net or batch- 
mates.com is not just occasionally profitable — 
but also eventually nostalgic for over-the- 
hillers like me. But go further. There is bound to 





be an industry association in your city. Look 
for a Ficci, a CII, or the organisation I’m closely 
associated with, TiE (The Indus Entrepre- 
neurs). Join up. Go to the meetings. Exchange 
business cards. Press the flesh. Volunteer to 
play a part, build the community. Don't try to 
scope out the “important” contacts from the 
others — treat all the same — for you can never 
tell where your next break will come from. Keep 
your eyes and ears open and do your karmanye 
vaadhikaaraste. 

Now there's a new wrinkle to things. You 
might be in Bokaro — and, perhaps, your 
dreams are bigger than the city limits and its or- 
ganisations. Go online. 

There now are business networking organi- 
sations where you can register your presence 
online, write a few words about yourself, and 
then look for ‘contacts’ from all over the world. 
Ryze — at www.ryze.com — is one such place. 
With over 50,000 members, a large chunk from 
India and the US, there's no telling what can 
happen there. I know of people who've landed 
significant business on their first day online. 
And people who've landed significant others. 

There are others: Ecademy, at www.ecad- 
emy.com is more UK-centric. Linked In, at 
www.linkedin.com is tech-centred. Friendster 
— at www.friendster.com — makes no pre- 
tence of business networking and is all about 
fun. You don't have to join all of them. You prob- 
ably shouldn't, in fact, unless you can give some 
time to cultivate each network. Lurk around (all 
can be used free of cost, by the way) and see 
what seems comfortable. Then add a profile, 
post messages on others’ guestbooks, reply to 
the posts on yours — and youre on your way! 

In one of these, I’m talking with a Swiss VC 
about how we can work together — and also 
close to recruiting another person for a com- 
pany I’m associated with. I’m not sure our 
paths would have crossed in the real world. 

Some times, the virtual world works just as 
well. And if you're shy in public — it probably 
works even better. a 
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a 
Revisiting 
How the company survived 9/11, 


the economic slowdown, and even 
managed to thrive.by Subroto Bagchi 


THIS is the second and concluding part 
of the MindTree account, the first part of 
which was published last week. In this 
piece, the company’s COO and president 
(US operations) recounts the story of the 
start-up’s journey during the anxiety- 
filled days post-9/11. 


Storm clouds on the horizon 


ANUARY 2001. We were run- 
ning full steam ahead with e- 
business implementation work 
in the US and India. Work was 
flowing in nicely. We were busy 
building infrastructure and 
channelling organisational 
value clarification. The company had 
exceeded its fiscal target handsomely 
and the thinking was clear that the next 
year we would double our numbers. It 
was also a time to rethink the offerings 
on the enterprise side. Being a pure play 
e-business company was not going to 
scale. On the one hand, e-business was 
promising to become ubiquitous. On 
the other hand, as dotcoms were fizzling 
out, large enterprise customers were 
asking for a basket of competencies and 
not just niche capabilities. We needed 
not only to expand our portfolio but also 
to prepare for the next round of growth 
and geographic expansion. The time to 
think of a second round of funding had 
come. We set up an internal team to 
work on it. 

Meanwhile, it was decided that the 
best person to spearhead our transfor- 
mation from being an e-business com- 
pany in to a full-fledged enterprise solu- 
tions provider was KK (Krishna Kumar). 
He returned from the US and started the 





process along with the charter to set up 
Europe and Asia-Pacific. My wife Mita 
was just about getting comfortable in 
our newly constructed house in Banga- 
lore. She did not flinch when I said that 
we were to pack our bags and move to 
New Jersey. For her it was the twelfth 
such move since we married 23 years 
ago. All this while, not a week passed 
without a globally recognised merchant 
banker calling on us to offer money. For 
us, getting the second round funding 
was not the issue. Who to choose and 
how much to raise were the issues. The 
process of getting the entire thing sorted 
out took longer than what we had ex- 
pected. Though we began giving out the 
statement of interest in January of 2001, 
by the time we settled on the lead in- 
vestor — The Capital Group and the co- 
investors that included Franklin Tem- 
pleton and the first round investors — it 
was already summer. Lawyers worked 
through the summer and finally the 
money hit the bank account in August 
2001. During this time pe- 
riod, the stockmarket 
started declining and 
people began to talk 
about an impending 
global economic slow- 
down. 

On the fateful day of 
10 September 2001, the 
newly constituted board 
of MindTree Consulting 
met in Bangalore and 
looked at the new busi- 
ness plan. Everyone ac- 
knowledged that the 
world was beset with the 
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Scott Staples built an 
outfit in the US... a 





possibilities of a slowdown but we did 
not think it would hurt our prospects 
beyond a point. The positioning of 
MindTree was real, our customer suc- 
cesses were beginning to convert them- 
selves into references and plans for geo- 
graphic expansion promised to open 
new frontiers beyond the US, which was 
on the cusp of a slowdown. In the sec- 
ond round, we had raised close to $15 
million. This was coupled with strong 
cash flows from operations — we antici- 
pated that the money would be good for 
at least two years. The board accepted 
our position and plans. 

I had flown into Bangalore for the 
board meeting and had decided to stay 
back for a few days. 

Exactly 24 hours later, on 11 Septem- 
ber, I was busy with a group of young 
business analysts when Babuji Abra- 
ham walked in and said that a plane had 
just crashed in to the World Trade Cen- 
ter. I went to check the CNN site, where 
details of the event were still unfolding. 
Shortly afterwards, we all 
went out to have dinner at 
nearby apartment 
where the business ana- 
lysts were staying. I asked 
them to switch on CNN— 
only to see, in real time, 
the second aeroplane hit- 
ting the WTC building. 
Even at that moment, I re- 
alised that this was much 
more serious and larger in 
significance. The horror 
was quickly overtaken by 
panic as I remembered 
we had two MindTree 
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MindTree-ll 


Minds in the World Trade 
Center working on a pro- - 
ject from Franklin Tem- 
pleton. I rushed back to 
the office, called for an 
emergency meeting and 
had a video link activated 
with the New Jersey office. 

Prince Manuel and 
Jaya Prakash were in the 
second tower when the 
first plane hit. While some 
people were running 
down the stairs, others 
were taking the elevator. 
Prince took the elevator, 
and Jaya Prakash started 
running down the stairs. 
Just as both fled, another 
plane hit the second 
tower, one more hit Pen- 
tagon and a fourth 
crashed in western Penn- 
sylvania. We knew that 
the events of 11 September had 
changed the world forever. But to begin 
with, we had to locate Prince Manuel 
and Jaya Prakash. After 12 hours of 
searching, we were relieved to find that 
the two had escaped as the towers col- 
lapsed. But the customer who they used 
to work with, Rod Wotton of Franklin 
Templeton Fiduciary Trust, died in the 
terrorist attack leaving behind his wife 
Pat and little daughter Dorothea. Only 
days after the tragedy, Pat went in to 
labour and on 4 October, a baby boy 
named Rod was delivered. 

MindTree Minds all over the world 
donated one day’s wages. Though sym- 
pathy was pouring in from everywhere, 

_ the MindTree cheque was the first real 
financial help that reached Pat. Driving 
back that night on the New Jersey Turn- 
pike, I knew what lay ahead ofall ofus. 

All new business came to a halt. The 
world had not prepared for any- 
thing like this since World War II. Worse 
still, most people in the current genera- 
tion were not trained to handle any- 





thing of this magnitude. For us, the writ- 
ing on the wall was clear; ahead of us 
was a long winter and we needed to 
conserve energy. 

In good times, you will be surprised 
how quickly you build up overheads. It 
happens innocently and it crops up all 
over the place. At the same time, people 
become soft on performance issues. For 
example, if a new sales person takes 
more than six months to bring in the 
first order, you justify it with a dozen rea- 
sons. If there is another person com- 
pletely out of sync with the job require- 
ments of her function, you tend to 
overprocess the matter at the cost of the 
organisation. We all lose sight of the fact 
that we are spending investor's money 
and, worse, we lose sight of the fact that 
ultimately we pass on our inefficiencies 
to the customer. Rapid layoffs all around 
followed 11 September. Though we did 


not do a widespread layoff, it was clear | 


that we had to let go of people on whom 
we had been soft on performance is- 
sues. We did away with satellite loca- 
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... That almost got wiped out in the aftermath of the attacks on the World Trade Center... 


tions in three places where results were 
not forthcoming. 

In the US, we cut salaries across the 
board by 10%. In India, senior managers 
volunteered for an additional 2% cut to 
keep certain people whom they pre- 
ferred to retrain than to let them go. 

Following 11 September, the US 
bombed Afghanistan. The economic 
slowdown became a full-blown reces- 
sion. As the drama unfolded, India and 
Pakistan ended up having a serious bor- 
der dispute and the world was con- 
cerned that the two nuclear rivals may 
end up going to a full-scale war. The 
Western countries began pulling out cit- 
izens from the two countries and there 
was a travel advisory prohibiting US cit- 
izens from going to India. 

Back in the US, every day that I went 
to work, I recognised the invisible layer 
of anxiety. It was as if the toxicity in the 
world around us was leaving traces in- 
side and we needed to get the feelings 
out of us. It was not unusual— people in 
the office had neighbours who had lost 
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family. Almost everyone knew industry 
colleagues who had lost their jobs. 
There was a pall of gloom, uncertainty 
and insecurity. In times like these, the 
workplace becomes an extension of the 
world outside. As a leader, I realised that 
we needed to talk — we needed to get 
people to talk. We needed to do some se- 
rious introspection at a personal level 
and at a collective level so that we could 
move forward. But to facilitate this, I 
needed help. 

I requested Professors Raghu Garud 
and Roger Dunbar of the Leonard N. 
Stern School of Business at New York 
University to help our leaders do some 
“sense-making” of the events outside 
and inside. Both Raghu and Roger hada 
long association with MindTree be- 
cause of an ongoing project we have 
with the Stern School. The project is 
called “Mindful Mirror”. In this unique 
collaboration, these researchers use pe- 
riodic dipsticks in MindTree and try to 
see how an organisation is raised from 
the ground up, as a study of “potential 
success in the making”. Their approach 
to the study is not interventional; mean- 
ing they are not “consultants”. They take 
the inputs, put them in a relational data- 
base, do periodic sense-making of the 
data and let us have the benefit of their 


reflections. Our understanding was that | 


the value of the research would be 
shared with the world, at a later time, by 
the Stern School. 


When Raghu and Roger came to fa- | 
cilitate the exercise with the leaders in | 
our US operation, we uncovered an | 


emotional low, the kind of which I had 
never seen. As a backdrop to the exer- 
cise, I had asked each person to raise is- 
sues that bothered him or her. We col- 
lated the entire set before we went into a 
huddle. The issues and questions that 
came forth were straight from people's 
hearts. When you read some of the 
questions, you realise how deeply un- 
certain people feel in times of upheaval. 


And these were people who led employ- | 


ees in the trenches. It becomes critical to 
detoxify the workplace and the only way 
to deal with it is to face each question 
squarely, honestly and interactively. But 
first, look at a sample set of the ques- 
tions— as they came: 

E “How long can the company survive 
as it is presently organised?” 
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E “Obviously, the uncertainty sur- | 


MINDTREE 





rounding continued employment is ex- 
tremely stressful as I represent the single 
source of income for my family.” 

E “feel tremendous uncertainty about 
meeting our revenue and profitability 
targets. The numbers were ambitious 
one year ago, but with the nosedive our 


industry has taken since and the recent | 


terrorist attacks, the stated goals appear 
impossible to achieve. While dishearten- 
ing initially, I personally feel a sense of 
urgency to work as hard and as creatively 
as possible to bring in new business. I 
recognise that the process will be long 
and arduous, but we don't have a choice” 
E “How will the actions in Afghanistan 
affect our business? Will India be per- 
ceived by ignorant US buyers as being 


‘Middle Eastern and hold a bias against | 


doing business with that part of the 
world? Will US companies feel safe 


putting their data and systems in that | 


part of the world?” 





...that claimed the life of Rod Wotton of 
Franklin Templeton, a MindTree client 


E “How far will pricing go down and | 


what final effect will this have on 
salaries.” 

E “Is the financial market being artifi- 
cially propped up because of the Fed in- 
terest cuts? Is the money from the interest 


cut finding its way back to the Nasdaq | 


and artificially propping it up? (Some- 

thing akin to what happened in 1997.) If 
so, is what we are seeing just the begin- 

ning of the downward spiral?” 

E “Ona personal front, the apprehen- 

sions are: is the US going to be the same 
place it was (in terms of neutrality and 
equal opportunity)? Are we going to see 
racism becoming predominant here... 

much like in the UKand other parts?” 

E “Is being ‘brown going to have similar 


| connotations as being ‘black’?” 


E “Uncertainty of staying power: with so 
many companies going out of business 
and new business hard to come by, do we 
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have the staying power to ride out the 
storm and ride the waves again?” 

E “Will companies continue to spend 
on ‘new software development?” 

E “Many people are facing a downturn 
for the first time. These same people — 
now in their late 20s — have been possi- 
bly the most pampered professionals in 
history. Everyone expected to be able to 
have the ‘option’ to buy a Lexus by their 
mid-20s. Now, not only is all that history, 
they need to understand that if an assis- 
tant professor of economics at UCLA 
(University of California, Los Angeles) 
earns in the 70s ($70,000s), there is no 
reason that a Java programmer with 
three years’ experience should expect a 
80K ($80,000) salary. The market was al- 
lowing this behaviour in the past, but no 
longer. And people will have to become 
aware to the new reality. Where will 
MindTree be and what do we need to do 
to ensure that our future is secure?” 

E “Keeping the Faith. Many people will 
question their careers, question the in- 
dustry and question the company. How 
does one deal with it?” 

E “Suddenly making money from the 
software business is not all that easy. 
What does one do to change the dynam- 
ics so that one can again make profits?” 
E “How is all this affecting me? There is 
to some extent a sense of paralysis inter- 
nally. I wake up in the morning and do 
not know what is the best way to use my 
time. So I feel that my productivity is 
much much less than what it should be. 
In these times, one needs to be even more 
productive, not less.” 

Therefore, we assembled the leader- 
ship team in the New Jersey office and 
talked about each of these questions 
and issues. We spoke with passion, de- 
bated and let people completely open 
up their hearts and minds. That was the 
first step. 

In the days and months after 9/11, 
we had to carefully manage a multiplic- 
ity of emotions. No one was trained for 
something like this. The key was honest, 
clear and continuous communication 
with our people. 

Peter Drucker once said: “Many 
problems cannot be solved — they have 
to be survived.” He also said: “You do not 
solve problems, the only way to cope is 
to be ahead of them.” Months after, as I 
look back at the events and the emo- 
tional low we faced in the aftermath of 








J alk technology, talk quality, talk reliability 
and you are talking the new age showcase 
car battery: Standard Furukawa SONIC. 

Central to the brand concept is POWER. Power 
that fuels the mind, drives one’s adrenaline, revs 
up the imagination and makes the car an edgy 
lifestyle statement. 

Not just techno-geeks but anyone with a little 
passion for their car demands unlimited power 
on the go. Power windows, central locking, 4 
speaker music system, air conditioning, they 
want it all. And Standard Furukawa SONIC pro- 
vides the power. It’s the first choice of today’s 
generation on wheels, enjoying life on the fast 
track. 

SONIC made a formidable entry in the market in 
March 2001. Launched to take on the likes of 
Amaron, Prestolite and the imported batteries 
from South East Asia including China, SONIC has 
grown from strength to strength. In the words 
of Subir Chakraborty, Chief of Marketing and 
Sales, Standard Furukawa, “SONIC, holds its 
own position and has grown considerably since 
- catering to the growing replacement market. In 
fact, spearheaded by SONIC, Standard Furukawa 
has already emerged as the second largest auto 
battery brand in the country.” 

In terms of productspeak SONIC has a lot going 
for it. A maintenance free battery, it comes with 
a 36-month conditional warranty for auto types 
and packs in many thoughtful features designed 
to appeal to the heart and mind of generation 
next. It is manufactured with cutting edge Japa- 
nese technology and scientifically adapted to suit 
the most demanding and unique Indian road 
conditions. 





The presence of lead-calcium alloy in negative 
plates and very low antimonal lead alloy in 
tive plates make SONIC a perfect hybrid design 
Its unique polyehylene envelope separator and se- 
lenium as grain refiner, make SONIC a technically 
superior battery. QS 9000 reliability at every stage 
of the manufacturing process sets SONIC apart as 
the standard in world class batteries. 
of the brand was aptly captured in its campaign 
which featured a tiger in the battery and the 
words “The Power of Technology. Drive with it” 
One may well say that the brand since its launch 
two years ago, is already a roaring success. Stra 
tegic product concept and focussed marketing 
have paid off. 

Backed by an excellent countrywide dealership 
SONIC has already carved an image for itself as a 
fleet-footed, techie brand pulsating with energy. 


posl- 
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11 September, the recession, the war 
and whatever else, I do not know if 
we survived the problems and which 
ones we were ahead of. All I know is 
that we all grew up by a few years. 
Time will tell how well we fared. 

It was Ashok Soota who helped 
most of us to stay sane. All around us, 
companies of all sizes just evapo- 
rated. Ashok was never ruffled with 
such events, but was always confi- 
dent ofa positive, fair outcome. 

One dayin the middle ofall this, a 





practices in global outsourcing and 
they selected our work with 
iSpheres, a software product com- 
pany from the west coast, and show- 
cased it in their research report and 
webinar. 

On the technology business side, 
we delivered the world’s smallest 
BlueTooth protocol stack that went 
into hand-held devices and other 
appliances for manufacturers like 
Epson and Sony. 

Aleading Japanese company that 


Professors Garud (L) and Dunbar of NYU’s 
Stern School helped MindTree’s leaders 
make sense of the turmoil following 9/11... 


leading financial analyst came to see 
me. He saw pervasive gloom and 


built airport-landing systems was 
using programmable logic con- 


doom all around his industry and 
wanted to ask me my perspective on 
MindTree’s future. I told him something 
that has since become part of me ina 
deep, personal sense. Think of the 
farmer. He tills the land, sows the seed, 
replants the saplings, removes the 
weeds, irrigates, fertilises, guards the 
crop now standing tall with the harvest 
ready to go home. Then one night, a 
hurricane comes and uproots every- 
thing. What does the farmer do? He 
moves on. He waits for the monsoon to 
come again and goes back to till the 
land. Enterprise builders need to learn 
from the humble farmer. 


A horizon beyond the storm clouds 


Destiny required MindTree to reposi- 
tion itself for the future. On the one 
hand, we had many great customer 
wins and large complex projects were 
getting delivered, but, on the other 
hand, we needed to start building depth 
in both our lines of offering. We sat 
down with the leadership team and de- 
cided that the time had come for think- 
ing of the organisation as a set of hori- 
zontals and verticals as against the two 
monoliths of enterprise and the tech- 
nology business. 

It was a major move that meant risk 
taking and pushing down leadership 
and accountability. The enterprise busi- 
ness was restructured to focus on 
healthcare, high-tech, manufacturing 
and supply chain as verticals. data ware- 
housing, business intelligence, e-busi- 
ness and EAI became horizontals. 

On the technology side of the house, 
we decided to structure ourselves with 
verticals that focussed on industrial au- 
tomation, storage, semi-conductor, 
consumer appliances and networking. 





Hardware design and software engi- 
neering became horizontals. Each be- 
gan to work on their go-to-market strat- 
egy and fanned out to look at the 
making of the new MindTree Consult- 
ing as we called the operation. It began 
by taking an “outside-in” view. 

While all this was happening, the 
biggest achievement was the progres- 
sive shift of the company’s initial posi- 
tioning as an e-business integrator on 
the enterprise side. We began morphing 
in to a full service software player. Volvo, 
looking for a strategic outsourcing part- 
ner, signed us up for a multi-year, multi- 
million dollar contract. When we asked 
Volvo why they chose us, they said that 
the decision was driven not by what we 
had done, but what they thought we are 
capable of doing. 

We survived a massive changing of 
the guard at Avis and continued to work 
on Avis.com after its release in Decem- 
ber 2001. Franklin Templeton went 
ahead and asked us to do multiple new 
assignments after the successful com- 
pletion of our first large project that ef- 
fectively collapsed 36 different sites and 
connected them to their customer ser- 
vice representatives, who, in turn, ser- 
ved their end customers. At its peak, this 
massive project involved a hundred de- 
velopers working 24/7 out of two conti- 
nents in a true example of simultaneous 
OneShore© development. Our work 
with Levers expanded to the Asia-Pa- 
cific and beyond, thanks to the support 
and encouragement from CIO K.G. Mo- 
han and his team in India, and Rod Hef- 
ford in Singapore. They continuously 
egged us on to try out new areas and 
build newer value for Unilever. 

The Aberdeen Group reports on best 
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trollers (PLCs) that we designed. Our 
leading position in creating storage area 
network technologies began getting 
strong customer traction. 

A Fortune 50 company looked at 
more than 50 software companies 
across the globe for their long-term out- 
sourcing programme. They selected 
only a handful of companies to partner 
and MindTree was the youngest com- 
pany they chose. 

We received the Helen Keller award 
that recognised our concern and com- 
mitment to the cause of differently able 
individuals — primarily driven by our 
continued interactions and involve- 
ment with children at the Spastic Soci- 
ety of Karnataka. 

Ashok Soota became the first repre- 
sentative from the information technol- 
ogy sector to be elected president of the 
Confederation of Indian Industries 
(CI) — India’s most important industry 
association that influences policy and 
represents the interests of a cross sec- 
tion of industries in national and inter- 
national forums. In the US, Computer- 
world magazine chose MindTree as one 
of the 100 best places to work in IT. We 
ranked sixty-sixth in a list that included 
Intel and EDS. 

We also become the youngest com- 
pany to get assessed at SEI Level 3 by 
KPMG and firmly put in place our jour- 
ney towards SEI Level 5 assessment that 
was planned for December 2003. In par- 
allel, we paced the organisation on the 
people capability maturity model 
framework from SEI — known as 
PCMM — and planned for assessment 
at Level 4 or above by August 2003. 

Three hours away from Bangalore, 
tucked in rural Tamil Nadu, MindTree 
Minds rebuilt a village school in a place 


PROMOTIONS 





hen Indian summers come, can fans 
beleft behind? In fact, in most parts © > 
of India, fans are for not just sum- cS ae 


mers, but all seasons. Nowadays, as the discern- = AN 
ing buyer is all too aware, it is not enough for fans to i 


be merely utilitarian. Fans need to combine brain, brawn 


and beauty to meet the exacting standards of today’s buyer. 
In this context, Orient Fans are designed not only to meet, but 
surpass, customer expectations by effectively understanding 
and addressing customer needs and aspirations. 

Consider the sheer range of Orient Fans. The buyer can choose 
from a mind-boggling variety of Ceiling Fans, Desk Fans, Wall- 
mounted Fans, Pedestal Fans, Exhaust Fans and multi-pur- 
pose fan models. There’s a right fan for every need. 

Now, let's focus on other crucial value-adds of Orient Fans. For 
instance, power consumption. Although fans do not consume 
much power, Orient Fans consume even less power than most 
leading brands. In India’s tropical climate, fans must operate 
continuously. Therefore even a small savings of 10 Watts trans- 
lates into substantial savings over a period of time. Another 
important aspect is air delivery. Many people feel that good air 
delivery means forceful and direct hitting of air. However, the 
area the fan’s air covers is a good evidence of good air delivery. 
Which means ‘More Air Everywhere’ — a promise that Orient 
Fans makes and keeps. ; 
Here is where the difference between Orient Fans and other 
brands lie. In four magic letters - PSPO. Orient’s PSPO — Peak 
Speed Performance Output - reduces power consumed by the 
fan while increasing the force and sweep of air generated. The 
three core benefits of a PSPO fan - Air Delivery, Reach of Air 
and Electricity Consumption constitute the industry's bench- 
mark, This has been possible due to Orient’s strong in-house 
R&D, which has, through consistent innovation, built techno- 
logically enhanced fans that remain robust over years. As a 
result, Orient is not only an industry leader, but also India’s 
largest exporter of fans. Orient exports twice as many fans 
than any other fan manufacturer. 

A few tips on choosing the right fan. One can use Ceiling Fans 
anywhere - from large living rooms to even verandahs, kitch- 
ens and bathrooms - as long as the size of the room is com- 


mensurate with the sweep of the fan. Orient Fans give the- 


buyer a wide ‘sweep’ of options - from a small 600 mm fan- 
blade sweep toa large 1400 mm sweep. Air-conditioned rooms 
can be fitted with specially designed four-blade Ceiling Fans 
that act as air circulators, reducing energy Consumption by 
allowing one to set the air-conditioner’s thermostat ata higher 
temperature. , yh CNE AN 
The right look of the fan can do wonders for a room's décor. 
One can choose from a profusion of colours - White, Astra 
White, Pearl Ivory, Glossy Brown, Royal Pink, Elegant Copper, 
Magic Purple, Silver Gray, Velvet Green, Emerald Green, Me- 
tallic Black, Twilight Beige and Maritime Blue. There is also an 
impressive array of models to choose from — from basic Ceiling 
Fan models like Deluxe, Summercool, Summerking and New 
Breeze, and a high-speed model, Hurricane, to suit moderate 
budgets, to hi-end models, like Twister, Supreme Ornamental, 
Summer Delite Ornamental, Splendour Ornamental Super De- 
luxe and Super Breeze that leaves one stunned both in terms of 
looks and efficiency. 


To consolidate its repertoire, Orient Fans will launch two out- 
standing Air Circulators, which would be perhaps unrivalled 
by any other premium Ceiling Fan category. 


_ There is a wide choice for those opting for Desk Fans too. Used 


_ typically on study/ reception tables or counters, one can chose 
from a host of strong and stylish models - Deluxe Supreme, 
Super Deluxe Supreme, Prince Supreme, Desk Fan-21 — in at- 
tractive colours like Magic Purple, Red, Brown, Cherry, Racing 

_ Blue and White. Desk Fan-21 comes with SAN transparent 
blades. Hi: 

In places like hallways and lobbies where the ceiling is either 
‘too high or low, a Pedestal Fan is ideal. Orient has a smart 
range of Pedestal Fans like Tornado, which is a powerful air 

circulator, Floor Supreme, Stand Fan-31 and Mini-16 Floor 

Fan, that cater to myriad customer requirements. 

Orient has a powerful range of Exhaust Fans to combat both 

domestic and industrial pollution, keeping the environment 

clean and fresh. Kitchens, bathrooms, storerooms, shop floors, 
and other air pollution-intensive places greatly benefit from 
these Exhaust Fans. 

Orient Fans is an ISO 9001 certified company with many in- 

ternational standard approvals to its credit. 

Truly India’s pride, Orient Fans can simply breeze one through 

the sultry Indian summers in style! A 
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called Dharmapuri and forged a friend- 
ship that will one day be an example for 
private-public co-operation. It led the 
way for impacting leadership beyond 
the place of work. 

Amidst all these accomplishments 
and accolades we saw the next level of 
leaders in MindTree coming of age, tak- 
ing charge and guiding the course of our 
journey. By August 2002, we had begun 
to put the past behind us. The time had 
come to take a good look at the future 
and start pacing MindTree for the next 
phase of our tryst with destiny. A key ele- 
ment in that was our Vision 2005 that 
had aimed at achieving a turnover of 
$231 million. Recognising that the 
world around had changed in many 
fundamental ways, we restated that Vi- 
sion and set it up as a goal for 2007. 

To become a $231-million company 
in 2007, we recognised that inorganic 
growth was inevitable. Yet, we decided 
that we would not do it in a hurry or do 
anything that could inherently destroy 
the value we had created. The time line 
was set as the summer of 2003, by which 
time, Ashok would have handed over 
the mantle of CIl’s presidency and could 
lead the process of selection and subse- 
quent integration with the chosen enti- 
ties that could help accelerate the 
growth engine. 

By 2003, the CLASS values were fully 
integrated with our performance man- 
agement system. Every MindTree Mind 
was part of an annual appraisal system 
in which a major part of the evaluation 
was how the individual demonstrated 
adherence to caring, learning, achiev- 
ing, sharing and social responsibility. 

All this time, our focus remained on 
getting new business and continuously 
developing internal talent. 

As we emerged from 2002, we added 
several impressive names to our list of 
customers, including Aventis, Cendant, 
Sonoco, Hindustan Times, TVS, Kraft 
Foods, EPSON, Toshiba and Mitsubishi. 

The year 2003 also saw us solidly en- 
trenched in places like Tokyo, where 
Soumendu Mukhopadhyay (Som San), 
made presentations to clients in Japan- 
ese. In Singapore, led by Vishaal Gupta, 
we opened up prestigious new accounts 
like the Singapore Port Trust. 

At the same time, co-founder Anjan 
Lahiri, his wife Purba and their two- 
year-old, little Ananya, made their 








fourth move in four years — this time 
from California to London. Anjan was 
asked to create a solid European base 
for us and he started by forging a great 
partnership with City Practitioners. City 
Practitioners, founded by Tom Ko- 
Zlowski, is a leading consulting com- 
pany that focusses on the financial sec- 
tor. Its clients include the who's who in 
the banking sector— from ABN Amro to 
Lloyds TSB. 

In Chicago, we also inked our part- 
nership with Whittmanhart, a company 
founded by Bob Bernard. Whittman- 
hart’s focus is on optimised business 
processes, effective organisational 
alignment and practical application of 
existing or new technologies. Its clients 
include Harley-Davidson, Miller Brew- 
ing Company and 
many other re- 
spected names in 
the midwestern and 
the eastern parts of 
the US. 

We also built up a 
solid leadership ca- 
dre that would take 
us to the next round 
of growth. Ashok 
personally taught at 
our leadership devel- 
opment program- 
mes. By 2003, we had 
90 internal faculty 
members who regu- 








tutions within the institution’ that 
added new branches and leaves, even as 
the parent, MindTree, rooted deeper. 


A New Phase 


Looking back, the first four years 
seemed to have happened in a flash for 
all of us. Through the ups and downs, we 
emerged intact and closer knit than 
ever. Statistically speaking, most start- 
up organisations fail within the first year 
of inception. The reason they fail is that 
the people who bring a company to- 
gether, themselves fall apart. Thatis part 
of a natural process through which the 
corporate world goes through Darwin- 
ian evolution. Four years into MindTree, 
the entire senior team remained intact 
— not just the first 10 people who came 
together to build the 
organisation. When 
the Fordham Uni- 
versity of New York 
did our third annual 
employee percep- 
tion survey in 2003, 
90% of MindTree 
Minds across the 
world said it was a 
great place to work. 
As we grew to- 
gether, we saw each 
other very differ- 
ently from our initial 
perceptions built 
during the go-go 


larly taught newer N days of the nineties. 
MindTree Minds as Pom bet plied Sterr A We sawin each other 
they joined the le maintain their sanity new strength; we 
organisation. RPS saw aspects of per- 


We had set up a vibrant group called 
Culture & Competence that became the 
keystone ofour learning organisation. It 
was supported by a knowledge manage- 
ment initiative led by Cornell University 
educated Raj Datta. Under his leader- 
ship we saw voluntary communities 
emerge, engage, create and contribute. 

Unfazed by the turbulence outside, 
MindTree Minds took time off and cele- 
brated Synfonia, an annual cultural 
show coinciding with the founding day 
in August. Another such event hap- 
pened every year in the month of Janu- 
ary when the parking lot of the Banga- 
lore office was cleared up, and families 
and friends descended to shoot hoops, 
play tambola, sing, dance and make 
merry in general. These became “insti- 
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sonality that we never knew existed. 
Nothing helps like tough times to bring 
out the true nature of individuals. 

Once you know who you are, with- 
out the trappings, you feel secure in that 
knowledge and your life becomes so 
much simpler. It gives people massive 
emotional security. Leaders approach 
issues without ego and that becomes 
absolutely critical to the nurturing pro- 
cess that every young company must 
have. The summer of 2003 saw us fully 
aligned, self-confident and with high 
levels of energy. We were getting clo- 
ser to becoming 1,000-person-strong 
and growing. 

Amid hope and caution, at Mind- 
Tree, the next phase had begun. E 

(Concluded) 


avier Labour Relations 
X insite widely known as 
XLRI was born out of the 
vision of a Jesuit Priest, father 


1949 in the Steel city of 
Jamshedpur, Bihar. Since then the 
Jamshedpur Jesuit Society has 
nurtured the growth of XLRI in 
keeping with its commitment to 


Built around its value systems 
of 
excellence, and 
responsibility, 
XLRI boasts of 


of superior 
performance 
guided 
faculty 





XLRI Director 


XLRI has developed a unique 
culture — one that instills among its 
students a passion for excellence in 


| any endeavor they undertake; a 
Quinn Enright. It was founded in | 


XLRI - Value Base 


passion that impels them to seek 


and capture their place among 
equals in a world where only the 
toughest survive. 

Life at XLRI goes beyond mere 


, academic pursuit. Over the years, 
"Magis" (excellence in everything). | 
| built in XLRI: MAXI, SOCRATES, 


academic | 
| managerial 
marketing, finance, systems or HR, | 
| these societies are ahead of | 
| movements that seek to harness | 
and disseminate knowledge - not — 
| only within the institute but also — 
beyond to reach out to the B-school | 


social and ethical | 


students capable | 


by a} 
that | 


combines academic rigor with rich | 
¿with a balanced and holistic 


industrial experience. Over time, 


\ 
\ 


a network of societies has been 


FINAX... In every sphere of 


endeavor - 


fraternity in general. 
At XLRI, there is a continued 
focus on developing managers 


be it) 


viewpoint of life. To this end there 
are activities like the Social 
Initiative Group who focus on 
building a sense of Corporate 
Social Responsibility among 


ducation 


students. These groups, in 
collaboration with leading NGOs 
of the country, work on projects 
aimed at the poorer or powerless 
sections of society, and help them 
develop self-sustenance and self- 
reliance. Since we recognize the 
fact that the managers of 
tomorrow must develop not only 
intellectually but also spiritually, 
XLRI also organizes many art-of- 
living classes, yoga workshops, 
and meditation sessions. 

Quality of excellence is the 
unique brand of XLRI, and indeed 
it is no surprise that today XLRI is 
in the forefront of the global 
movement in the quality 
management education. ki 
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Mala Bhargava is with 
Cyber Media and edits 
Living Digital. 

You can email her at 
malab@cmil.com 


For those 
who want 
to learna 
foreign 
language, 
but don't 
have the 
time to 
join 
formal 
classes, 
there are 
a lot of 
resources 
on the 
Internet 








On the Internet, 
en Espanol 


HE month of August, generously 

sprinkled with holidays, ended up 

distracting me from Microsoft's se- 

curity troubles, Nigerian distress 

calls (I’ve received many from BW 
readers) and new products. I took a break from 
technology to do something I've always wanted 
to: teach myself Spanish. But the experience 
wound up having more to do with technology 
than I had expected. 

It all started when my colleagues gifted me 
a Spanish course on three audio CDs. I began 
exploring the course at once and soon began to 
pick up basic phrases. I even converted lessons 
to MP3 and carried them on my player to listen 
to during long drives. But because I practically 
live online, I began searching for Spanish learn- 
ing resources on the Net. I was amazed at the 
options available — many of them free. 

There are, of course, lots of online transla- 
tors, but these are literal and can't be fully 
trusted. A frequently used one for many lan- 
guages is the Babel Fish translator at 
altavista.com. You could also resort to the 
translation feature in Microsoft Word. 

More interestingly, I found an impressive 
‘talking dictionary’ where you can click on 
2,000 words to hear them and get a brief defini- 
tion. It isn’t restricted to Spanish only — there 
are options for several languages. Here, there's a 
pictorial vocabulary builder which gives you 
commonly used words with their definitions 
and pronunciations. These are accompanied 
by activities to help memorise the words for 
good. There's a global phrasebook for referring 
to basic phrases for greetings, questions, get- 
ting around, travelling, staying in touch anda 
lot of other topics. I experimented with some 
Spanish to Hindi here. There are also some vir- 
tual conversations you can listen to and inter- 
act with on various subjects that are used daily. 
You can use your microphone to record your 
own responses and participate in these virtual 
talks. This whole amazing resource is to be 
found at elanguage.com. 





Spanish and other languages for tourists 
and business persons are readily available over 
the Internet. BBC’s website has simple and 
quick lessons with videos and activities for be- 
ginners. More advanced paid courses are also 
available. Once you've got going, you could also 
practise by reading or listening to the news in 
Spanish on BBC or CNN. Although I am far 
from being able to do that smoothly yet, I do 
find it helps to take in the flavour of the lan- 
guage. I use a utility from wordreference.com to 
translate and get examples for words I want to 
understand while browsing — a simple right- 
click does it after you've downloaded the utility. 

What of pronunciation? Amazingly, there 
are painstaking pronunciation guides avail- 
able. For Spanish, I found one at studyspan- 
ish.com where each letter, consonant and 
diphthong is taken up in a lesson of its own — 
there are 50 lessons complete with audio. The 
care taken with these lessons is most impres- 
sive. You can hear words spoken by Spanish- 
speaking people from different countries and 
even contrast them with the incorrectly pro- 
nounced American attempts. 

Much the same care has been taken to sim- 
plify and teach Spanish grammar in a 100 
lessons at studyspanish.com. Grammar is al- 
ways most easily understood by conversing 
correctly over a long period of time and usually 
very difficult to pick up from course material. 
But this resource has done a remarkable job of 
it. There's absolutely everything including verb 
drills with dozens of quizzes and tests. You can 
even get a report card on your progress. 

Spanish is a very widely spoken language so 
it isn't surprising that there would be resources 
for it. There's even Spanish for business at busi- 
nessspanish.com — once you've got past some 
basics. But there are a lot of resources for other 
languages as well for those who want to learn it 
but can't find the time to join formal classes. I’ve 
begun speaking, reading, writing and SMSing 
in Spanish — and a Mexican friend has given 
up persuading me to attend Spanish classes. W 
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Knowledge is what makes the big difference today. Not just about what’s happening and why, but what could 
happen and why. Because change has never been as constant as now. Nor as challenging. Or as troubling. 






With Businessworld, you can exceptionally keep pace with changes, and be alive to opportunities, both 
local and global. That’s because we not only give you insightful reports and incisive 
analysis, but reasoned, gutsy forecasts as well. What’s more, we help you track changes 

doubly faster than any other business magazine can, simply because we are the 
08 | only weekly business magazine! 
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I don't get enough time to read. 
When I do, I usually look for a John 
Grisham. His courtroom thrillers are 
my favourites. A friend introduced 
me to this writer five years ago and I 
never miss a title. I have just finished 
THE KING OF TORTS and am 
already looking forward to the next 
Grisham. I do all my reading in- 
flight. In the good old days when the 
laptop battery used to run out, there 
was more time for reading. Now that 
airlines offer plug-ins where you can 
charge your battery, work takes pre- 
cedence. Recently I read ONLY THE 
PARANOID SURVIVE by Andrew S. 
Grove and Lou Gerstner’s WHO SAYS 
ELEPHANTS CAN’T DANCE. 
Gerstner's book on IBM's turnaround 
is fantastic. Fiction is for relaxation 
and non-fiction for learning. I wish I 
had more time for both. | 


ALERT 
DNA: The Secret of Life 
By James D. Watson, Andrew Berry 





AN excellent book to 
mark the 50th anniver- 
sary of the discovery of 
the structure of DNA. 
There have been 
scores of books trying 
to explain genetics to 
the layman, but DNA is in a class 
by itself because the author is 
none other than James Watson, 
who, with Francis Crick, discov- 
ered the double helix structure in 
1953. A behind-the scenes look 
at some of the most exciting de- 
velopments in modern science. E 
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SUNANDA K. DATTA-RAY 





ECENT high-powered Sino- 
Indian exchanges could not 
but draw attention to the ex- 
tent to which India lags be- 
hind China in all the indica- 
tors of economic growth. So 
great is the disparity that Mr George 
Fernandes has been quoted as saying 
his Samata Party would launch a ‘Chase 
China’ campaign. 

But not to worry. Michael Backman 
and Charlotte Butler assure us that the 
Chinese have had their day and that the 
future belongs to Indians. The 21st cen- 
tury will be India’s. A crucial difference 
is that while business with the Chinese 
is about developing relation- 
ships, “in India it’s about 
making money first.” 

As the subtitle 25 
Strategies for Business 
Success indicates, Big in 
Asia is a guide for 
Westerners negotiating 
the perilous waters of 
Asian commerce. Each of 
the 25 chapters outlines a 
particular problem that 











bet Is 


Europeans and Americans might face, 
with a crisp Backman-Butler remedy at 
the end. True, the East India Company 
needed no such manual to make colos- 
sal profits, enrich generations of Britons 
who came to shake the pagoda tree and 
win an empire. But today’s Western 
entrepreneurs may welcome a whis- 
pered word on how to placate Asians 
while bleeding them dry. 

Consider, for instance, the nugget, 
“One way in which foreign firms can 
counter the argument that they are tak- 
ing away the livelihoods of local traders 
is to become insiders themselves, by 
showing that they are benefiting the 
local economy with additional employ- 
ment, technological expertise and ex- 
ports.” Given that early 


BIG IN ASIA 

25 Strategies for 
Business Success 
Michael Backman and 
Charlotte Butler 
Palgrave Macmillan 
Pages: 319; 


Special price: $ 





T’S RAINING Chomsky. In a quick 

cascade, Penguin Books India has 

released American Power and the 

New Mandarins, On Language, Mid- 
dle East Illusions and For Reasons of 
State, four books that include his semi- 
nal works on US policy, the dynamics of 
the Palestinian conflict and, of course, 
American values. 

The man whom The New York Times 
calls “arguably the most important in- 
tellectual alive” is enjoying anew season 
of popularity. In the wake of the US inva- 
sion of Iraq and deepening morass the 
US Administration finds itselfin, Chom- 
sky's thesis on American imperialism is 
drawing more converts. 

Three decades after he wrote his 
searing indictment of America’s role in 
Vietnam and its neighbourhood, the 
MIT professor's books are moving sur- 
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SELECTION 


‘| call 


prisingly fast. Perhaps, not all that sur- 
prising given the man’s huge following 
in India. Noam Chomsky, linguistics 
scholar, anarchist, intense polemicist 
and dissenter extraordinary, has hordes 
of fans here as the turnout during his 
November 2001 visit to India proved. 
And none more devoted and so elo- 
quent in Chomsky’s praise than Arund- 
hati Roy. The Goddess of Big Causes has 
written the foreword to the reissue of For 
Reasons of State, a collection of Chom- 
sky’s political and social thought during 
the seventies. Roy says it's Chomsky who 
opened her eyes to the way the world re- 


BOOKMARK 








on indra, not China 


British traders in India ‘went native’ and 
given the philosophical rationale for 
the entire edifice of the British Raj, as 
set out in Queen Victoria's Pro- 
clamation, this seems simplistic. But it 
will go down like a bomb with new style 
tycoons from Montana and Milwaukee. 
So the authors can also afford a 
degree of candour that might not 
appeal to sophisticated Asians. But 
flashes of insight illuminate their writ- 
ing. They dismiss the magic mantra of 
the level playing field to acknowledge 
that without protection outsiders would 
make mincemeat of local companies. 
They are perceptive enough to 
recognise that Asian firms often employ 
expatriates (read whites) for psycholog- 
ical and political reasons that have little 
to do with managerial efficiency. They 
rightly say that Asians expect Wester- 
ners to behave like Westerners and that 
there is no need for the latter to get into 
a tizzy over the current fad for master- 
ing supposedly Asian social etiquette. 
Those who complain of incessant de- 
mands for bribes are reminded that “the 
reason why there are fewer (crooks) in 
the West than in Asia is not because of 
culture or tradition, but simply because 














they can be taken to court in the West.” 
Institutions develop honesty. 
Predictably, Big in Asia dwells on 
contract repudiation, citing Dabhol, 
with nary a word about Enron's col- 
lapse. Passages that make ‘Comparison 
between local employees and Western 
expatriates’ not only abound with hack- 
neyed racial stereotypes, but reduce 
Asia's diversity to one ‘local’ identity. 
Much can be forgiven the authors, 
however, for bluntly dismissing many 
Chinese boasts — “Lies, damned lies 
and statistics, but in China it is mostly 
the first two” — and for recognising 
India’s potential because of globalisa- 
tion, the popularity of English, and the 
importance of the service sector and 
technology. They also tell us that India 
is becoming the world’s back office and 
few multinationals nowadays need 


CHARLOTTE BUTLER is research studies man- 
ager at the Euro-Asia Centre, INSEAD. Her 
fieldwork focusses on the growth of entre- 
preneurial firms in Asia and the influence of 
cross-cultural issues on joint ventures. 





MICHEL BACKMAN is a business analyst, author and colum- 
nist who specialises in Asian corporate practice. He is an 
authority on the overseas Chinese. 


expatriate CEOs in 
the country. 

There's a warning too. Many Asians 
resent Indians. “Ethnic Indian business 
people have a reputation for sharp 
practices in Bangkok as in other Asian 
cities. Nevertheless, the book is a 
reminder of Nani Palkhivala’s favourite 
saying that it is only abroad that the 
Indian can buy from a Scotsman, sell to 
a Jew and still make a profit. Since the 
future seems to belong to them, the 
government to which Fernandes 
belongs had better hurry up with that 
promise of dual citizenship. Only then 
will India be able to claim all these suc- 
cesses abroad as its very own. Li 








Sunanda K. Datta-Ray is senior fellow, 
Nanyang Technological University, 
Singapore 








him Chompsky’ 


ally is, the writer who laid bare the ugli- 
ness and ruthless manipulation that lies 
behind a word so sunny as freedom. 

In her distinctive idiom, Roy pens a 
tribute to Chomsky that burns with the 
camaraderie of a shared worldview. 
“When I first read Chomsky, it 
occurred to me that his mar- 
shalling of evidence, the volume of 
it, the relentlessness of it, was a little 
—howshallI put it? — insane. Even a 
quarter of the evidence he had com- 
piled would have been enough to 
convince me. I used to wonder why he 
needed to do so much work. But now I 


understand that the magnitude and | 
intensity of Chomsky’s work is a barom- 
eter of the magnitude, scope, and re- 
lentlessness of the propaganda ma- 
chine that he is up against.” 
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There's more of the powerful Roy 
turn of phrase as she describes Chom- 
sky’s rigour in pursuing the truth behind 


| terms that most people take for granted, 


such as free speech, the free market and 
the free world. 

“He's like the wood-borer who lives 
inside the third rack of a bookshelf. Day 
and night, I hear his jaws crunching 
through the wood, grinding it to a fine 
dust. It’s as though he disagrees with the 
literature and wants to destroy the very 
structure on which it rests. I call him 

Chompsky.” 
Wesuspect he might prefer to re- 
main Chomsky despite the generous 
praise— and even ifthe Roy accolade 
is helping to sell more of his books, 
here and abroad. i 


A. BHANDARKER 
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AST week, terror revisited Mumbai. And it got 
a tight slap in the face. Whichever inhuman 
mind dreamt up this atrocity obviously 
counted on the city going up in flames of com- 
munal hatred. As it did in 1993. But it didn't. 
Politicians did not make fiery speeches. Fingers were not 
pointed at one another within neighbourhoods. Instead, 
Hindu shopkeepers took in Muslims whose shops were 


destroyed. Young boys from Mohammed Ali Road rushed | 


to hospitals to donate blood. Muslims and Hindus per- 
formed the last rites for their friends. The BSE Sensex, af- 
ter dropping a bit on the day of the disaster, recovered and 
scaled new heights the day after. Life then went on, as if 
nothing remarkable had happened. 

Butit had. 

A city had shown the world 
its indestructible spirit. And 
terror had been shown up for 
what it is: futile and cowardly. 
There are not many cities in the 
world that would have 
withstood an attack of 
this kind with such forti- 
tude. That’s why BW this 
week salutes Mumbai, 
its people and its lead- 
ers, in what will be re- 
membered as one of the 
finest hours in the life of 
Indias commercial 
capital. 

Those who seek to 
foment turmoil in the 
world’s largest democ- 
racy have to be fought at 
two levels — at the level 
of law and order, and at 
the level of civil society. 
That Mumbai's law and order machinery has to be toned 
up urgently goes without saying. Compared to Delhi, 
which has lived with the threat of terror for a far longer pe- 
riod, Mumbai is still a soft target. It should no longer re- 
main so. As Kashmir cools down, it stands to reason that 
India’s enemies will try to fan new flames of trouble. And 
what better place to try and do that than the nerve centre 
of India’s economy? This has been a warning shot for the 
Maharashtra government, it has to wake up right now. 

The bigger challenge, though, is not of maintaining 
law and order. It is of maintaining a civil society free of ha- 
tred. This will require principled leadership of a kind that 


has not been seen in recent times. It will also require a | 


middle class citizenry that takes more interest in the af- 
fairs of the nation and is willing to dirty its hands. Take a 


Not many cities in the world 
would have withstood an 
attack of this kind with 
such fortitude 





look at what is happening today in Gujarat, a state that 
borders Maharashtra. According to media reports, cut- 
ting across the secular-non-secular divide, the commu- 
nal hatred that turned the state into a smouldering caul- 
dron in February 2002, is now hardening. Muslims and 
Hindus totally distrust each other, and social ostracisa- 
tion is becoming a way of life. Gujarat has been the scene 
of many bloody invasions, as has been much of North In- 
dia — the destruction of the Somnath temple being the 
most well-remembered example — and there seems to be 
asense of satisfaction, at least in some quarters, that the 
scores are being settled now. 

This is a dangerous line of thinking from the national 
perspective. India today stands on the cusp of fast eco- 
nomic development — if you 
have been a reader of BW, you 
will already know why — but 
there are many things that can 
stop us from getting where we 
ought to be. Social disharmony 
is one of them. That’s 
why there is a serious 
responsibility that falls 
on the shoulders of the 
Central government 
and even more impor- 
tantly, the BJP’s central 
leadership, to make 
sure that Gujarat does- 
n't become the third 
source of unrelenting 
communal hatred, after 
Kashmir and Ayodhya. 
This is not too much to 
expect. After all, BJP 
leaders in power have 
often proved their de- 
tractors wrong by rul- 
ing a society as it ought to be governed — with fairness 
and impartiality. Gujarat has been an outstanding excep- 
tion. It should no longer remain so. It is immaterial 
whether the Mumbai attack had anything to do with Gu- 
| jarat. Even ifit turns out that there is a connection, it does- 
n't lessen the enormity of the crime a bit. What is material 
is that we continue to remain the society we have been for 
thousands of years: open, tolerant and confident. But this 
is not responsibility that civil society should leave to polit- 
ical leaders alone. India’s increasingly prosperous middle 
class owes it to their country to attend to its ills. If they try 
to stem the tide of communal hatred, they are sure to win. 
Because hatred is not in the geriius of the Indian civilisa- 
| tion. It goes totally against it. Mumbai captures that spirit 
| best. Salaam Mumbai! 
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Sometimes even the most romantic of us crave for a little extra space. Which iswhy the Tata Indigo is designed to give you great TATA 
space and comfort at a price that may surprise you. Speaking of surprises, our 14 inch wheels are a whole inch bigger than most 
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Thank you all for making LG No.1 in Colour Televisions*, Frost-Fre: 
Refrigerators*, Washing Machines’, Microwave Ovens’ and Air Conditioners’ 





in the last 6 years, LG has broken many a sales record. From TVs to refrigerators, from microwave 
to washing machines to ACs, today LG is India’s true No.1 Brand. But for your support an 
undivided love, none of it would have been possible. So we at LG thank you all from the bottor 
of our hearts. With your support, LG will continue to be one step ahead. Always.. 


“According to the ORG-Gik retail audit for CTVs, Jan - Jun 03, Frost-Free Refrigerators, Jan - Jun 03, Washing Machines, Jan - 
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Only Time Will Tell 
© Your ‘Great Places To Work survey includes 
new age companies that have yet to face the 
test of time. Thus, the results are not fully 
acceptable. By this I mean that when a 
company starts out, it will be in a mood to _ 
‘offer’. That will be its investment phase 
wherein it tends to provide facilities and 
vies for publicity. Some of these initiatives 
will also be targeted at their employees. So the 
employees get carried away by the things happening 
























around them, making them feel that they are in the best place to 
work. Such companies rank high in your survey. The employees of such 
companies haven't seen corporate behaviour in hard times. 


Aravind. K, Via email 


IN THE FAST LANE 
India is a priority market for the 
automotive and auto components 
sector (‘On The Global Track?’ BW, 18 
August). This is due to factors like the 
high level of investment and the 
opening up of the sector; the pressure 
on domestic manufacturers to improve 
quality; and the 
need for Indian 
companies to 
take advantage 
of the 
opportunities 
within the 
sector in the 
next few 
years. 

A large, 
highly-skilled but low-cost 
manufacturing base makes partnering 
linkages with overseas players 
attractive. But the industry needs to 
consistently improve quality standards. 
Sanjeev K. Singh, Greater Noida 







A CUE FROM PHYSICS 

‘On Consumer Insights & Theories’ 
(BW, 4 August) missed the issue of 
modern consumers and their 
motivations. The dichotomy that exists 
between the traditional mindset and 
the experiential marketer can be 
likened to that of the classical physicist 
and the quantum physicist at the turn 
of the last century. Classical physics, 
just like traditional marketing, says 
consumers are waves (they behave in 
an homogeneous manner to powerful 
buying stimuli). But quantum physics 
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showed that there is'strong proof that 
energy can be emitted as discrete 
particles. Modern marketers try to 
capture such individualistic behaviour 
through niche brands that appeal to 
the idiosyncratic consumer. The 
consumer is not: being irrational; heis 
merely expressing his individuality 
through ‘non-herd’ behaviour. 
Rajendra Grewal, Via email 


GUTSY CITY 

Even if the Mumbai blasts have any 
connection with the Gujarat riots, it 
doesn't lessen the enormity of the 
crime (‘Salaam Mumbai’, BW, 8 
September). By branding terrorist 
attacks as a reaction to the Babri 
Masjid demolition or the Gujarat riots, 
irresponsible politicians and media 
commentators dilute the magnitude of 
the crime. Fortunately, most people 
don't listen to them. 

M.C. Joshi, Lucknow 


SETTING THINGS RIGHT 

In ‘A Sense Of Ownership’ (BW, 1 
September), we inadvertently carried 
the wrong logo for Jindal Iron and Steel 
Company. 


©) In ‘Investing For Good Returns’ (BW, 
25 August) the PPF interest rate should 
have been 8% and the minimum 
amount that can be invested in a year 
Rs 500. The errors are regretted. 


l Letters can also be sent to | 
| editor@bworldmail.com | 
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South Korean Ambassador to India 
Soon-Tae Kwon: The driving force 





cover story 2c. ENE Korean Examples 


South Korean ambassador Soon-Tae Kwon is on a mission: to expand business between Korea and India. His 
job is made easier by the success of the Korean chaebols Samsung, Hyundai and LG, which are inspiring even 
Korean SMEs to do business with India. What makes the Koreans so successful and are Indians reciprocating? 


India’s Expectations 
From Cancun 


Cancun, Mexico. A town 
known for its beaches, 
Mayan ruins and the 
WTO ministerial meet. 
As representatives from 
146 nations gather at this 
picturesque town on the 
Caribbean, we take a 
look at India’s ‘want-list’ 
from the negotiations — 
in agriculture, market ac- 
cess, services, et al. Also, 
why are Indian pharma 
companies upset? 


4 Arun Jaitley: What will 
he bring back? 


BUSINESSWORLD 


Recovery Are we being a touch too hasty in 
celebrating the industrial recovery? 


BPO buzz So far, 41.7 million Americans have 
signed the Do Not Call list. What does it mean for us? 


Chip design Intel has set up a chip design 
laboratory at IIT-Bombay. 


Tata Infomedia 
A battle is brewing as ICICI 
Ventures and the manage- 
ment of Tata Infomedia fail to 
see eye to eye. 
ICICI Ventures’ Renuka > 
Ramnath 






ZRD 


Air Freight Why did Cyrus Guzder buy Franch, a 
Chennai-based courier company? 


Politics Uttar Pradesh has thrown the election plans 
of both the Congress and the BJP out of gear. 
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IN DEPTH 


2s Commodity 


In the recent past, four 
national exchanges 
havebeensetup.The @ 
restricted list is no more. "J 
But there are hurdles to 
cross before the busi- 
ness hits big time. 





Online trading » f 


24 Indian Airlines The carrieris flying on a broken 
wing. Unless something is drastic is done, it may not survive. 


44 Healthcare BPO inefficiencies in the US health- 
care industry are proving to be a boon for Indian BPO firms. 


46 SMS itis the latest addition to the marketer's toolkit, 
but it will be a while before you can gauge its benefits. 


52 Interview 

“If you want innovation, you have 
to consider the possibility that 
you'll create organisations that will 
die,” Edgar Schein. 








IN VOGUE 


se| Porters 


The world of railway porters is 
not as dull and dreary as it may 
seem. In fact, a look at it shows 
that the Licence Raj still exists. 





62 Bookmark Hillary Clinton writes the perfect piece, 
with a little bit of PR help of course. 


CANCUN FILE 


10 Bibek Debroy India should not 
consider itself to be the leader of the devel- 
oping world at the WTO meet at Cancún. 


THAT’S IT 


22 Mala Bhargava For one month 
now, people the world over are having a tough 
time because of two rather nasty viruses. 
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Businessworld 
Listen to $3 billion! 


ONEY talks. And $3 billion talks a lot — 

about the potential of the Indian market. 

Less than a decade after they came here, the 

Korean chaebols — Hyundai, Samsung and 

LG — have proved conclusively there's seri- 
ous money to be made in the Indian market, if you know how 
to play the game. Other multinationals who have been far too 
enamoured of China to pay enough attention to India will do 
well to sit up and listen. 





What the Koreans have achieved looks all the more remark- 
able when you consider that they entered a market that was 
already quite crowded, and that they didn't have the brand- 
name recognition that their competitors from Europe and 
America had. What they did have were two things. The readi- 
ness to bring the best of their products to India, and an ability 
to “roll up their sleeves and get down to doing whatever needs 
to be done”, as someone who 
has worked closely with them 


Businessworld 


Deputy editor D.N. Mukerjea 
and senior editor Rajeev 
Dubey who researched and 
wrote the story spent time not 
just with Korean CEOs and 
their competitors, but also with 
a lot of people who have had 
reason to closely observe Korea 
and Korean companies — 
from ambassadors to academ- 
ics. “What surprised us while doing this story was their single- 
minded focus on the job at hand; if only we had more people 
like that,” says Mukerjea. 


The g 
Koreans * 





The Koreans say the secret to their success is “feet marketing” 


as opposed to “office marketing” (read the story to figure that 
one out!). If you follow Korean-style nomenclature, then “fin- 
ger marketing” seems to be the new rage all around! Accord- 
ing to senior editor Vanita Kohli, SMS is fast becoming a pow- 
erful marketing tool for a range of companies. Her story on 
page 46 provides a helicopter view of all the action on the 
ground, and the results. 


In our In Vogue section, which is devoted to society, we take 
you inside the New Delhi Railway Station for a very different 
take on enterprise, regulation, acquisitions and all that stuff. 
We refuse to accept that society means just page 3 society! 


“he 
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TONY JOSEPH, EDITOR 
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TRIPping on 
WTO issues 
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Bibek Debroy is director of 
the Rajiv Gandhi Institute 
for Contemporary Studies. 
He is currently in Cancún, 
Mexico, to attend the 

Fifth WTO Ministerial 
Conference to be held 

this week 


India 
shouldn't 
be too 
unhappy 
with the 
outcome at 
Cancun. 
So long as 
it is not 
seen as the 
leader of 
developing 
nations 





OW that the TRIPs (trade-re- 
lated intellectual property 
rights) problem on public 
health has been resolved at the 
World Trade Organization's 
(WTO) general council in Geneva, it’s time to 
look at some of the more important issues. 
TRIPs, in any case, are not just about patents; 
there are issues like geographical indications, 


| in which India has a substantial interest. 


The TRIPs solution suggests a wonderful 
new market will open up for nations like India, 


| South Africa, Brazil and China, which have do- 


mestic manufacturing capacity in pharmaceu- 
ticals. I doubt it. There are so many safeguards 
that few compulsory licences will actually be 
used, not to mention the delivery and governa- 
nce problems that will plague exporters from 


| India. So this assumed potential is not real. The 


more worrying factor is that in this entire TRIPs 
business, India has assumed part leadership of 


| the developing countries, a mantle that could | 


prove dangerous if taken too seriously. 
It could make India— and other developing 
countries — think a big victory has been wres- 


ted and, thus, deflect attention from more im- | 
portant issues like agriculture. Now, agriculture | 


needs liberalisation and all three distortions 
(market access, domestic support and export 
subsidies) need disciplining. But the European 
Union (EU) has told us it won't liberalise agri- 
culture. Their stand: take it or leave it. 

India and other developing countries havea 
more ambitious counter-proposal. But that will 
be thrown out. That’s because India is not very 
aggressive about pushing for agricultural liber- 
alisation. The reasons: we have no export sub- 
sidies worth the name specific to agriculture. 
We are below domestic support thresholds and 


| internal fiscal compulsions prevent the Centre | 


and the states from increasing support. In tar- 


iffs, our bound rates are sufficiently high. The | 


only sector where there might be some worry is 
some varieties of edible oils. But as we haven't 
got domestic agro reforms in place, we are quite 





happy ifnothing much happens in agriculture. 

The real danger lies in the four Singapore is- 
sues of trade facilitation, transparency in gov- 
ernment procurement, competition policy and 
investment. The Draft Ministerial Declaration 
now has possibilities for their negotiation. The 
like-minded group of developing countries 
and India oppose their inclusion. But this op- 
position is not robust and the Indian com- 
merce ministry knows that the opposition will 
dissipate under multilateral pressure. Thus, the 
cohesive stand on patents should not be ex- 
trapolated to an assumed cohesiveness on op- 
posing Singapore issues. 

In what form the Singapore issues will come 
up for negotiation is unclear, Most likely, they 
won't be considered as an integral whole. India 
will be happy to negotiate on trade facilitation 
and transparency in government procurem- 
ent, regardless of what the public posturing is. 

But I am not sure this will be the case. It’s 
very likely that competition policy and invest- 
ment, specially the latter, will be included in the 
negotiations. If investment gets in, the govern- 
ment will be exceedingly unhappy because of 
the furore this will cause back home. 

What does this imply for Cancún? The Draft 
Ministerial Declarations still have too many 
square brackets, implying areas of disagree- 
ment. As Seattle in 1999 taught us, too many 
square brackets spell disaster. However, unlike 
Seattle and like in Doha in 2001, the US, EU and 
Japan have more or less common positions, It 
could be argued that Canctin is a ministerial 
meeting and that negotiations don't really hap- 
pen at ministerial meetings. On the other hand, 
ministerial meetings are extremely visible and 
attract a lot of media attention. So, by 10 Sep- 
tember, when Canctin opens for business, 
many square brackets should disappear. 

India shouldn't be too unhappy with the 
outcome. But the last thing it needs is to be seen 
as an outlier that resists everything, as hap- 
pened in Doha. It should forget about being the 
leader of developing nations. Itisn'tworthit. W 
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WORLD TRADE ORGANIZATION 


The shopping list 


A look at what India wants from Cancun 


DIFFERENT AGENDAS FOR CANCUN 





| oe India 


1, Get special and differential 
treatment provisions activated, 
implementation issues looked into, 
and Doha mandate taken forward 


| 2. Ensure reductions in non-agro 
market take care of sensitive areas 
and cuts in agricultural tariffs do 
not cover 33 special products 


| 3, Ensure that service sector 
| commitments on movement of 
persons are liberal 





RADE is not a zero 
sum game, feels 


European Union 
trade commis- 
sioner Pascal 


Lamy. He firmly believes that 
everyone wins from freer trade. 
This belief will be keenly tested 
when 146 nations gather at 
Cancún, Mexico, this week to 
begin negotiations at the fifth 
WTO ministerial meeting. Like 
many of the players, India has 
lots at stake at the coming 
meeting. Here's a quick look at 
some of the critical issues for 
India, which, if settled amica- 
bly, will constitute what Indian negotia- 
tors would define as a ‘win’. 

E Differential treatment: India wants 
many of the special and differential 
treatment provisions, which already ex- 


ist in various WTO agreements, to be | 


made operational. For example, Article 
15 of the anti-dumping agreement pro- 
vides for certain special privileges for 


developing countries (like lower duty | 


rules, a de-minimus rule for exports 
from developing countries, and provi- 
sions that affect the way dumping duty 












a European Union 


1. Create a draft framework for 
negotiations in issues like trade and 
investment, trade facilitation and 
government procurement 







2. Ensure that reductions in 
domestic support and export 
subsidies in agriculture are 
‘manageable’ 





3. Non-agricultural market access 
and reductions in tariffs across the 
board 





is imposed) which India wants acti- 


| vated. Says a senior commerce ministry 
| source: “This will have major commer- 
| cial implications for Indian companies. 
| The article already exists, we only want 


it operationalised.” 

Customs valuation: India wants cus- 
toms co-operation on the exchange of 
information between countries to be 
operationalised. For instance, if India 
suspects a case of underinvoicing, it 
wants the country which is exporting 
into India to provide information on the 
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1. Ensure dramatic cuts in tariffs 

lead to substantial improvements in | | 
non- agricultural market access | 
between countries | 





2. Wants improvement in market 
access for agriculture and elim- 
ination of domestic support. Also 
wants agri-exports subsidies to go 








3. Wants trade liberalisation and 
environmental protection to be 
mutually supportive 





valuation of the product. 
Countries often refuse to give 
such information on the 
ground that this is confidential 
business information. Officials 
point out that for India, under- 
invoicing is a major problem, 
and leads to a large loss of rev- 
enue. It is pushing for this kind 
of exchange to be opera- 
tionalised. 

W Agriculture: India has iden- 
tified 33 crops which it wants 
classified as sensitive or special 
products and on which tariffs 
will stay unchanged. It is esti- 
mated that around 5 million 
people in the country are dependent on 
each of these crops. Says an official: “We 
want around 22-25% of our tarifflines to 
be covered under sensitive products. 
Many of these products have tariffs of 
40-80% and we are unwilling to make 
any offers on these.” 

E Market access: India wants the issue 
of tariff peaks and escalations which af- 
fect many exports of developing coun- 
tries into developed countries to be 
tackled. While the average tariff may be 
5% for products of interest to India like 


5 
= 
= 
a 
& 
E 
15 


ARPIT SHARMA 





leather, fish and fish products, textiles 
and clothing, the applicable peak tariff 
may be 50%, “It is ofno benefit to our ex- 
porters if the average tariff in the cate- 
gory is 5%, but the product he is export- 
ing is at 50%,” explains a commerce 
ministry official. 

On non-agricultural market access, 
while India is open to reductions (a 
roadmap for moving to 20% duty on fin- 
ished products and 10% on primary 
products already exists), it has some 
concerns on binding some of its tariff 
lines. Currently, 68% of the tariff lines 

-are bound, but the remaining 32% con- 
tains certain small-scale sector prod- 
ucts and sensitive products which India 
~~ js not willing to bind. 

"While India is unwilling to work with 

_ © .ajoint proposal submitted by the US, 

“the EU and Canada, it is willing to work 
“with (work with’ does not mean accept 
dn toto) the revised paper put forward by 
“the committee chairman which pro- 

poses zero tariffs in seven sectors (after 
15 years) including gems and jewellery, 
fish and fish products, leather garments, 

. electronics and electrical, automobile 

components, non-leather footwear and 
textiles. India is willing to go in for zero 
tariffs.‘on the first three categories while 
itis less certain about the last four. 

W Services: A critical issue for India 


here involves the issue of H1B visas by | 


the US. At the end of the Uruguay 
Round, the US had bound the number 
of visas that could be issued in a year to 
65,000. It had then autonomously in- 
creased this over the years to 195,000. 
Now, the US wants to go back to the 
original level of 65,000. India is very 
strongly opposing this move and wants 


a cap to be placed at 150,000. We are also | 


"pushing for a visa under the GATS | 
agreement which will allow movement | 


ageRUNNER™ 
1200 Series 


You couldnt save Devdas. 
But you can save up to Rs.20,000 per year. 





















oS tor companies have been insisting that sds manu 
s sory licence need to be differentiated from the other p 


; different countries should suffice. But now, accordir 
- ment Raizada is referring to, the active pharmaceut gredi 
~ goes into manufacturing the medicine should have different 7i 
of the innovator: In other words, from now on, if Ranbaxy gets 
cence to manufacture a patented medicine of Merck, even th 
API Ranbaxy uses will have to have a different shape. It should also ; 
aged differently so that cross-market trade can be eliminated. Say Indian 
Pharmaceutical Alliance secretary general D.G. Shah: “Development costs 


“NO SURPRISES AT C ( 


: "cal industy just hae to live withthe decision," says imal Rada, ren 
E - mer senior ver president, kator Laboratories. Hei is erne to the 





s will go up.” Access to affordable medicine may:remain elusive. 


-As far as the industry is concerned, the government has falen to a 
manitarian argument at a trade negotiation forum. Says Shah: Oher bones 
like the UN can anchor humanitarian: discussions.” ; 


of people for short-term commercial | 
work. A paper on this has been submit- 
ted in Geneva. India also wants some . 
kind of binding of commitments on | 
business process outsourcing (BPO) | 
and medical transcription which have | 
been autonomously liberalised bysome | 


trading partners. 


On its part, India is making offers on 
various services, but not on retail and | 


wholesale services, legal services, edu- | 
cation and accountancy (a very limited | 
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offer has been made on this due to the 
recent controversy). In other words; a 
foreign educational institution will not 
be permitted to open branches in India. 
Similarly, large retail companies like 
Marks and Spencer or Wal-Mart cannot 
open outlets and sell in the country. Of- 
, fersby India are in the nature of allowing 
investors to expand commercial pres- 
ence in various service sectors like 
B 
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HE brunt of corporate restructur- < 


ing in recent years has been 
borme by the people working on 
shopfloors across the country. Jobs 
have been slashed and wage rates 


| struction to be a manufacturing ac- 
| tivity while the central bank insists it _ 
__ is part of the services sector. This is 


have stagnated. Now that the indus- 
trial sector is in the midst of a smart | 


recovery, is it time for the industrial 
working class to get a better deal? 

A lot will depend on one ques- 
tion: has labour productivity in- 
creased in these years? 

The International Labour Organi- 
sation (ILO) says it has. In its latest 
biannual report on Key Indicators of 
the Labour Market (KILM), the ILO 


_ could change depending on how the 
| booming construction activity is ac- 
` counted for. 


-is included, industrial growth in 

_ 2002-03 was 6%. But it was lower 

| (at 5.7%) when construction is: not 

_ considered. Incidentally, global opin- 


says that “growth in productivity per | 


person employed in the world as a 


’ whole accelerated, from 1.5% dur- 


ing the first half of the 1990s, to 


4.9% in the second half. Most of 


this growth was concentrated in in- 
dustrialised economies (the US and 
some EU countries), plus some in 
Asia (China, India, Pakistan and 


: Thailand). In Africa and Latin Ameri- 


can economies, available data 

showed declines in total economic 

productivity growth since 1980.” 
Despite its smart growth in re- 


cent years, labour productivity in In- 


dia is still very low. The mandatory 


| atool of the US government, and 

_ that it browbeats countries under in- 
_ structions from its masters in Wash- 
` ington. Well, the IMF has just com- 

_ pleted its health check-up of the US 
- economy. While it says good things 

| about the recovery in the world’s 

| largest economy, the IMF has also 

| passed severe strictures against the 
_ federal deficit, unfunded pension li- 


` count deficit. 


comparison with China tells an inter- 


esting story. In 1990, the average 
output produced by a worker in 
manufacturing in the two countries 
was almost the same — $2,696 in 
China and $2,589 in india. The gap 
has widened. In 1999, it was 
$7,050 in China and $3,842 in In- 
dia (at 1990 dollar prices). 

We could see some rise in real 
wage rates soon. 


BS 
OW much does the services 


sector contribute to India’s 
GDP? The government's Economic 


> Survey pegs its contribution at 
° 50.8%. The Reserve Bank of India’s 


annual report says it’s 56.1%. The 


familiar, doesn’t it? 


| London's local government decided 
_ to reduce road congestion by im- 


_ more than expected. The city’s rev- 
| enues have been hit, ironically af- 

_ fecting the funding plans for public 
_ transport. 


more tricky issue than is commonly 
* reason for this glaring discrepancy is | 





by Niranjan Rajadhyaksha 


the way construction is treated. 
The government considers con- 


not merely hair-splitting. Our esti- 
mates of the industrial recovery 





The RBI says that if construction 


Se ee ea ee re oe ee 


ion is also divided on this issue. 
5S 


ANY Indians believe that the 
International Monetary Fund is 


abilities and the large current ac- 


A lot of this seems reassuringly 


SS 


T'S not only companies that get 
pricing wrong. Some months ago, 


posing a tax on road use. Econo- 
mists suggested that a £5 fee would 
bring traffic down by 15%. They got 
it wrong. i 
Traffic volumes have fallen by far | 


ie ee REAR E A R SER 


User charges are evidently a 
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MOREPEN os 
A sharp rise in 
the stock 


N the past 10 days, the Morepen 
I share price has. more than doubled. 

It is now hovering around the Rs 17 
mark. This is well above the Rs 8-9 range 
the scrip had fallen to, down from the 
vicinity of Rs 55 in June 2002 (The share's 
face value is Rs 2). Furthermore, on 27 
August, trading volumes in the share on 
the NSE touched an astounding 1.47 
crore shares. 

What is the reason for this sudden 
surge? Can the turnaround be attrib- 
uted to the positive news about the 
company coming out in the last few 
days? Or are speculators taking a keen 
interest in the scrip? There certainly has 
been some good news — the expected 
relief from the Company Law Board 
came through, it approved a proposal to 
defer the repayment of the fixed de- 
posits. of80,000-odd small investors. But 
it is for a shorter time period than 
Morepen wanted and doesn't do more 
than give the cash-strapped company 
some breathing room. 

Also, the company is still dogged by 
other concerns. For instance, despite 
two hearings, no decision has been 
taken about Nova Scotia Bank's (one of 
Morepen's bankers) appeal to debt re- 
covery tribunal (DRT) and the stay 
taken by it on the GDR money raised 
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Fixed deposit repayment due 
Year Amount (Rs crore) 


2004 


FFD exposure | 


| Figures in brackets has been paid off 
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- proaching investors directly — the vol- o gtowth yearon-yeat) gg- 
umes in private placements have i at 
picked up. 


“Allirvall, it’s a pretty mixed picture. 
But the big plus factor is the good mon- 
soon. Even the RBI has revised its 
~ growth forecast upward in its latest an- 
nualreport. 
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f CALLS GET DEARER 
OME 1 October and outbound telemarketers 
from India will be scrambling for the ‘Do Not Call’ 

B y22 (DNC) list. That’s the list under the US Federal Trade 
Commission's (FTC) Telemarketing Sales Rule that 
bars companies from making calls to individuals who have 
registered on the DNC. By the end of last month, 41.7 million Americans 
had registered for DNC. FTC estimates this will rise to 60 million, putting 
telemarketers’ business in the doldrums. 

If a company does call an individual on the DNC list, the fine can be as 
high as $11,000 (per call). To avoid such penalities, US clients will give 
their telemarketing service vendors a list of numbers that cannot be called. 
In addition, telemarketers will have to subscribe to state lists of individuals 
who have signed up for DNC. And that’s an expense of about $3 million a 
year. Says Raju Bhatnagar, vice-president (BPO operations), Cognizant 
Technology Solutions: “There are 52 such lists. Companies will need to 
invest in new software that can match the client list to that provided by the 
FTC.” Companies like Intelenet Global Services have taken a $30-million 
insurance cover to protect themselves from liabilities arising out of the 
DNC. But, for most of the 50-odd telemarketing companies in India, it 
might be time to hang up rather than make money on a commoditised and 
increasingly risky opportunity. a 
PEOPLE OR MACHINES 

MPLOYEES often complain that BPO jobs are boring, and that all the 

stress is taking a toll on their health. For their part, companies 
complain that the resultant high attrition is taking a toll on their 
economics. Is there a single solution to all these problems? Maybe there 
is: automated systems. Says Dennis Ross, global general manager 

(offshore operations), Convergys, the world’s largest call centre: “Thirteen 

per cent of our total revenues ($1.3 billion) come from automated 

systems. It is possible to take the figure to 20% today, but people are still 
more comfortable with a human voice response.” 

Convergys Speech Solutions, the company’s arm that looks into 
automated systems, is developing software that is human-like in its 
responses. Another US-based company, Native Minds, is also working on 
such solutions. It has already deployed one at an American Express call 
centre in the US. Says British Telecom futurologist lan Pearson: “When 
people call, even if the computer can’t help them on its own, the software 
will enable the operator to give better assistance.” Further, he feels that as 
virtual systems improve performance, much of the work done in call 
centres can be done from home. “People can be employed by virtual call 
centres — basically, computers that farm out calls to people at a number 
of locations. One person can work for many virtual call centres,” he says. 

Indian BPO companies are already looking at recruiting retired people, 
housewives and those who have taken voluntary retirement. This could just 
be the solution they are looking for. But, as Sanjeev Aggarwal, CEO, Daksh 
e-Services, says: “For routine queries like bank account balance 
information, automatic systems are already in use. A large-scale 
deployment is still a couple of years away as systems need to improve and 
people have to become more comfortable getting such responses.” 

Indeed, in a couple of years, synthetic personalities could actually be 
more common. They will not threaten jobs as humans will move to 
assignments which call for lot more judgement. While the mundane and 
stressful work can be handled by virtual agents. a 
SHELLEY SINGH 
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CHIP DESIGN 


Intel inside 
IIT-Bombay 


HY has Intel, the $7-billion 
chip maker, opened a VLSI 
lab at IIT-Bombay? Because 


it believes its $100,000 investment will 
boost the supply of engineering talent 
for the chip design industry. “We have 
stepped up our operations in India and 
feel that we may not have the requisite 
amount of trained engineering talent 
going forward. This is why the invest- 
ment makes sense,” says Ketan Sampat, 
president, Intel Technology India. 
Indeed. The Indian chip design in- 
dustry has moved to designs of higher 
complexity. Texas Instruments recently 
developed a global scale high-end video 
processor. Intel itself is developing a 
chip in the same computing class as the 





Xeon processor and is expected to be re- 
leased in 2006. “It has a billion transis- 
tors so you can imagine the complexity,” 
says Sampat. 

One of the biggest stumbling blocks 
is hardware with enough firepower to 
run the design software. “The design 
software will cost us a few million dol- 
lars. And the student version does not 
allow us to do commercial design,” says 


S.S.S.P Rao, professor in the department , . 


of computer science, IIT-Bombay, who 
is heading the project. With Intel’s co- 
operation, Cadence, one of the largest 
design tool software companies, has 
given its product for just $45,000 to the 
lab for commercial designs. Rao is confi- 
dent that many consumer electronics 
companies will use the lab. Hopefully, 
this interaction of industry and acade- 
mia will work out for the good of both. E 
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» TATA INFOMEDIA 


Time to d 


the war- 


BATTLE royale is brewing be- 

tween ICICI Ventures and the 

management of Tata Infome- 

dia led by managing director 

Hoshang Billimoria. When contacted, 

ICICI Ventures denied anything was 

wrong saying: “The management is very 

happy with us.” Billimoria was unavail- 

able for comment. But sources close to 

the deal say, Billimoria and his team did- 
n't quite hit it off with the ICICI team. 

Readers will recall that ICICI picked 

up a 50% stake in Tata Infomedia, pay- 

ing Rs 176 per share (Rs 100.3 crore). 

And that it will make an open offer for 

another 20% at that price. At Rs 176, 

ICICI is paying a 23% premium over the 


says a source close to the deal, it will 
have to push through some strategic | 
changes. For that it will need the coop- | 





DALDA 


It’s back 


ALDA is heading for a revamp. 

As its first acquisition in India, 
Bunge’s, an international agro and 
food products major, has picked up 
Dalda. The Rs 90-crore acquisition 
includes all related products. 

Senior industry sources say that . 
Bunge has its job cut out. Though 
the product still commands a 29% 
marketshare, it has been slipping. 
Today, it sees competition not only 
from the number two brand, 
Marico’s Sweekar, but a range of 
soya based vegetable oils which 
are much cheaper. 

Will Dalda’s makeover give it a 
renewed lease of life, Bunge thinks 
so. It is planning a big bang re- 
launch. Bl 

GINA S. KRISHNAN 


HEMANT MISHRA 





eration of the Infomedia management. 
What are these changes? First, Tata 
Infomedia has Rs 77.43 crore sitting on 
its balance sheet that investors feel 
should be paid out as dividend. Two, its 
real estate in Prabhadevi, a prime loca- 
tion in Central Mumbai, can be ratio- 


The man 
from AFL 


HAT will Cyrus Guzder do 
next? The chairman of Air 
Freight is busy finalising the 


sale of his 49% stake in DHL India, back 
to DHL. Once the deal comes through, 
sources say that AFL will represent DHL 
in most parts of India, except the top 
cities. DHL prefers to handle all custo- 
mer service and carrying and forward- 
ing itself in these key cities, which ac- 


count for a majority of its business. AFL | 


will handle the rest of India for DHL. 
That leaves AFL in an interesting sit- 
uation — with lots of cash, but a small 
domestic courier business. Right 
through its 20-year association with 
AFL, DHL saw the Indian market as a 
low-margin, high-volume game which 
would only distract AFL from the inter- 
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nalised. “The printing press needn't be 
in such a prime location and the offices 
should be sold back to the Tatas or to 
someone else,” says a person close to 
the deal. The third issue is more strate- 
gic. Infomedia’s signature product, Yel- 
low Pages, accounting for over 50% of 
revenues, can be brought out in regional 
languages. “But the management is not 
comfortable with any of these steps. 
They want to fund movies!” says the 
source. Sources in Bombay House say 
the Tata top brass had also frowned on 
Billimoria’s movie foray and eventually 
decided to sell the business. 

Due to the disagreement, Billimoria 
and his team tried to thwart the ICICI 
bid. There was one problem. Citibank’s 
bid was close to Rs 135 per share. When 
ICICI increased its bid price, the Info- 
media team tried to get Citi to revise its 
bid, but it baulked at the idea. 

The battle lines are now drawn. Ei- 
ther Billimoria and his team concede 
defeat and go along with the investors or 
risk being sidelined. It is unlikely that af- 
ter paying Rs 141 crore (assuming a suc- 
cessful open offer), ICICI Venture head 
Renuka Ramnath will brook any resis- 
tance to her plans. a 

SHISHIR PRASAD 
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| national business. Therefore, it pre- 
| ferred that AFL focus just on the DHL 

| side of the business. Guzder complied. 
And now, he has to establish a do- 
mestic courier business, taking on lead- 
| ers like Blue Dart. Which is why, last 
| month, he brought Franch, a Chennai- 
based courier company. It gives AFL a 
very strong brand and network in the 
South, particularly in Tamil Nadu. More 
acquisitions are planned. Stay tuned. W 
RADHIKA DHAWAN 
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POLITICS 


New equations in UP 


Why the BJP and the Congress have to restrategise 


AST weeks dramatic 
changes in Lucknow have 
thrown national politics 
into a turmoil, upsetting the 
meticulous electoral calcu- 
lations of both the BJP and the Con- 


gress. Conventional wisdom holds that | 


the road to New Delhi passes through 
Uttar Pradesh. Indeed, with 81 Lok 
Sabha MPs hailing from this one state 
alone, the possibilities thrown up by 
shifting power equations after the 
demise of the BJP-supported Mayawati 
government are bound to have far- 
reaching implications for next year’s 
parliamentary polls. Developments in 
Lucknow in the 
months ahead, there- 
fore, may well hold 
clues to the contours of 
the next government at 
the Centre. 

Consider the 
emerging scenario. The 
end of the BJP-BSP al- 
liance has opened the 
door for a possible pact 
between the Congress 
and the BSP. The imme- 
diate gain for the Con- 
gress is that such a pact 
could tilt the electoral 
balance in its favour in 
the four states where 
assembly polls are due this November, 


polls that are being touted as a precur- | 


sor to the Lok Sabha elections. For the 
BSP it is an ideal way to avenge the col- 
lapse of the Mayawati government in 


| 








| 
| 
| 
| 
| 


Lucknow and the unexpected installa- | 


tion of arch-rival Mulayam Singh as 
chief minister with some help from se- 
nior BJP leader Rajnath Singh. 
However, there is a catch. One that 
has placed the Congress in a dilemma. A 


tie-up with the BSP would necessarily | 


mean divorcing the Samajwadi Party in 


UP thereby overturning the grand coali- | 


tion of “secular forces” forged with great 
difficulty over the past couple of years by 





the Left Front parties, This could force | 


the SP to tacitly help the BJP and the 


NDA, ifonly to keep the BSP at bayin UP. | 


The question the Congress has to 
answer is: can it take the risk of trying to 
cobble together an alternative “secular 
front” consisting of parties like the BSP 
Laloo Yadav’s Rashtriya Janata Dal and 
the DMK? A section of the Congress 
seems to be inclined to go for it, largely 
because it believes that, unlike the SP 
these parties will not object to the no- 
tion of supporting Sonia Gandhi as 
prime minister. 

While it is wrestling with the choices 
that have been presented to it by the 


Sonia Gandhi: Can she walk the tightrope? 


ss 


sudden change of guard in UP the Con- 
gress has already started the delicate 
process of distancing itself from the SP 
without alienating it so that all options 
are open till the very end. It will main- 
tain a link with the SP by supporting the 
Mulayam Singh government in UP. 
However, in order to facilitate nego- 
tiations with the BSP the Congress is un- 
likely to join his ministry. Sonia loyalists 
have simultaneously opened channels 
to BSP leaders Kanshi Ram ` and 
Mayawati and discussions are on fora 
poll pact/seat adjustment in the 
rapidly-nearing November elections. 
The BSP wields influence in around 
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40 assembly constituencies in Madhya 
Pradesh, 20-odd constituencies in Ra- 
jasthan and several seats in East Delhi 
and Outer Delhi. The party's proven 
ability to transfer dalit votes to any party 
that allies with it can only help the Con- 
gress in these states, where itis fighting a 
strong anti-incumbency wave. The suc- 
cess of a Congress-BSP pact in Novem- 
ber will decide the fate of the broader 
national alliance that is being consid- 
ered after the astonishing turn of events 
in UR 

Ifthe Congress has been thrown into 
confusion, the developments in Luc- 
know have left the BJP shellshocked. A 
pact with the BSP was 
an essential ingredient 
of its poll recipe for the 
November state elec- 
tions as well as the na- 
tional polls. 

Instead, the BJP may 
have to contend with 
the reality that its inabil- 
ity to keep Mayawati on 
its side may have sent 
her straight into the 
arms of the Congress, 
inadvertently creating a 
formidable rival for it- 
self across north India. 
Even worse, its ranks are 
deeply divided along 
caste lines in UP with the thakur lobby, 
led by former chief minister Rajnath 
Singh, openly supporting Mulayam and 
the brahmin lobby opposing him. 
Sources inside the BJP admit that they 
dare not crack the whip on the UP unit 
for fear it may split from the party. 

What the turnaround in UP has 
proved is that there are no permanent 
friends or foes in politics. At the same 
time, it has also exposed the vulnerabil- 
ity of both the BJP and the Congress to 
the caprices of regional and caste-based 
parties which are increasingly dictating 
terms at the Centre. 
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In the last 
one 
month, 
two nasty 
viruses 
have 
crippled 
networks, 
flooded 
inboxes 
with 
spam and 
caused 
huge 
losses 














Help! This deadly 
combo is SoBig! 


T is with the deepest disgust and regret 
that I say this: I've had it with email. The 
unholy mess created by the twin men- | 
aces of spam and viruses — nowin close | 
cahoots — has all but killed what was a 
killer application; one that I used to be a 100% 
dependent upon. It has infected thousands of | 
connected computers. It is like a slow poison | 
for the information economy. It has already re- 
sulted in business losses that run into billions. 
In short, it sucks. 

And all that is because a few misguided 
teenagers have it in for the world and no one | 
has managed to channel all that creative energy 
into something productive and positive. 

All of last month, two monster viruses, So- | 
Big-F and MSBlast, have been on the rampage | 
about the Net flooding inboxes with spam, 
causing traffic jams, and crippling networks. 
One of my mailboxes was hit by 2,000 SoBig 
messages over a 24-hour period and I was 
forced to ask my service provider to intervene. 

News reports say the 18-year-old ‘computer 
genius’ who's suspected of creating the most re- 
cent version of the Blaster virus has been ar- 
rested. What will be done to him, one doesn't 
know. The US authorities are hoping other cy- | 
ber hackers will get the message — that creat- 
ing a virus is a crime. But, of course, the damage | 
has already been done as it went on to become 
one of the biggest viruses to spread in 2003. It is 
a worm and doesn’t appear in email attach- 
ments. Instead, it quickly and quietly took ad- 
vantage of a flaw in Windows and went for the | 
kill. Those who were alert downloaded the re- | 
quired patch. But they were way outnumbered | 
by those who didn’t bother and, subsequently, | 
helped to make the worm as big as it got. | 

But SoBig was even bigger and ‘better’. 
Viruses now come out with newer and newer | 
versions, just as regular software does, and this | 
was the sixth. There’ more indication that 
someone — either the creator or fellow hackers | 
— will continue to perfect what anti-virus spe- | 
cialists are saying is already a clever piece of | 


nasty work. It isn’t just that SoBig is a huge nui- 
sance. It's much more than that. Apart from its 
speed and massive scale, with this virus, certain 
targeted computers can be set up so that they 
become launchpads which send out massive 
quantities of spam with the happy result that 
the spammers themselves can’t be traced. 
That’s a delightful situation for spammers, who 
it is said have partnered with the SoBig virus 
maker. He now, of course, not only gets the 
pleasure of outwitting the rest of the world, but 
also gets to be paid for his efforts. This culprit, 
the experts say, won't be that easy to catch ei- 
ther as he has covered his tracks at every step. 
One of the more frightening developments 
to have taken place over the last few months is 
that hackers have got a pretty good fix on which 
computers are more likely to be vulnerable. 


| They have figured out that big business is likely 


to be a shade more serious about security — 
but home users and small businesses are not. 


| Viruses come and viruses go, but users soon 


forget and lapse into lethargy over firewalls, 
anti-virus updates, Windows patches, and gen- 
erally being alert about upcoming viruses. Add 
to that the fact that more and more of them 
have always-on connections to the Internet 
and they become perfect targets for hackers. 
And if such a computer is further connected to 


| another network, there's even more danger. 


Home computers can be easily used to launch 
spam deluges, denial of service attacks and alot 
else. Most experts believe that it is now time for 
a change in attitude towards computer secu- 
rity. What's needed is strong individual respon- 
sibility. Time to give up thinking that your local 
assembler or tech support guy or the anti-virus 
company or Microsoft or some know-it-all 
tech-savvy friend for that matter, is looking out 
for what happens on your PC. 

So, while the creative and intelligent maker 
of the SoBig virus sharpens his wits creating the 
next version of his handiwork due out on 11 
September, they say... where would you like to 
go today? E 
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T the Airlines House on Parlia- 

ment Street in Delhi, the spirit in 

the marketing and public rela- 

tions department of Indian Air- 

lines (IA) is festive. The prepara- 

tions for the celebrations for the carrier's 

50th year of flying are in full swing. Should 

there be evenings of classical music with 

Ustad Bismillah Khan and Pandit Hari Prasad 

Chaurasia? Should free tickets be given out 

to regular fliers through contests? Should 

there be something more exotic? Options 

are being tossed up and out every day, 

But that festive mood does not ex- 

tend to the top managers. They are more 

worried about the 51st year and the 52nd 

and the 53rd... As of now, all they can see is 

overcast sky. The share of the carrier in the Indian market is 

falling every day and so is its share of the capacity. (See ‘Capac- 

ityshares’ and ‘Marketshares’). What is worse is that market- 
share is falling faster than capacity. 

e As of now, there's no indication that the government will 

Imme diate clear the plan to buy new planes to improve matters on that 

front. A $2-billion proposal to buy aircraft is pending for over 

° e 12 months with the government. The expansion is expected to 

t t cost Rs 10,089 crore with a foreign exchange component of 

r e S us Cl d 10 n over Rs 8,500 crore. The IA board has recommended the pur- 

>i chase of 43 Airbus aircraft (Airbus 319, Airbus 320 and Airbus 

321) over the next five years. Some feel that no major decision 

IS | | ) e O I t | y way on this will be taken until after the next general elections. Even 

š a proposal to lease in five aeroplanes (A320s) in 2003-04 is yet 

to be cleared. Moreover, the government does not plan to pri- 

to S ave In dian vatise the carrier and very little has changed in the way it is 

run. The civil aviation ministry continues to interfere in the 

> > operations. And the future, to put it mildly, looks bleak. 

Air In e S O I } } That capacity (and, consequently capacityshare) is falling 

and will fall even further is evident. IA last inducted new 

planes (31 A320s) between 1989 and 1994. Then, in 1998, two 


Ti a re } | } ature A300s were leased in. The Patna crash of 2000 claimed one 
Boeing 737 (B737) aircraft. Capacity went down further during 
the next two years when six Airbus 300 aircraft were phased 

de ath out and replaced by six smaller capacity A320s that were 
e leased in. IA’s current fleet of 53 comprises four A300s, 38 
A320s and 11 B737s. But the fleet is aging rapidly. All the A300 


b An s ul bs Bh and B737 aircraft are more than 20 years old. By the end of this 
y J l ar gava financial year, one A300 and five B737s will be 23 years old (See 


Crisis 
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‘Age Of Aircraft’) and forced to retire, reducing the size of the 
fleet to 47. Capacity will go down again since the leases of four 
A320s inducted in 2001 will run out in 2006 and those of two 
leased in 2002 will expire in 2007. Sources say that even ifa de- 
cision to lease in aircraft is taken today, it would be a good 
three years (2006) before the first aircraft comes in. 

According to Standard and Poor's industry survey of air- 
lines conducted in March 2002, the average age of aircraft for 
major airlines in the US in 1999 was 11.5 years, with many air- 
lines flying aircraft of an average age of seven years. IAs main 
competitor Jet Airways flies aircraft of an average age of ap- 
proximately 2.98 years. In the case of IA, even the relatively 
new A320s are between 7.3 years and 12.8 years old and their 
average age is 10.7 years. 

While IAs capacity has been going down gradually, private 
airlines have been adding capacity at a frantic pace. During 
1998-2003, they almost doubled their capacity. Jet Airways in- 
creased capacity by 63% from 5,183 million available seat km 
(askm) in 1998-99 to 8,468 million askm in 2002-03. Sahara 
Airlines went from 1,095 million askm in 1998-99 to 2,811 mil- 
lion askm in 2002-03, an increase of 156%. In contrast, IAs ca- 
pacity actually fell from 9,636 million askm in 1998-99 to 9,563 
million askm in 2002-03. In other words, at the end of 2002-03, 
total private capacity (11,279 million askm) exceeded that of- 
fered by Indian Airlines by 1,716 million askm. 

As capacity of the private carriers has grown, so has their 
marketshare. In 2002-03, for instance, the marketshare of Jet 
Airways was higher than its capacityshare and IA's market- 
share (See ‘Capacityshares’ and ‘Marketshares’). Even Sahara, 
which was for years had a marketshare of around 5-7%, has 
now grown that to over 13% (Sahara has recently announced 
further expansion plans). Eventually, IA insiders think Sahara 
will emerge as the second biggest domestic carrier after Jet 
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Airways. “IA’s marketshare decline has been steeper than the 
decline in its capacity, which is worrisome,” admits Vinoo 
Kashyap, [As deputy managing director. 

In 1998-99, capacityshare was 60.5% and marketshare was 
a bit higher at 61.2%. Now, capacityshare is around 45.9% but 
marketshare is only 43.3%. The Kelkar Committee, which had 
studied Indian Airlines in 1996, had concluded that if no ca- 
pacity was added by IA, its marketshare would shrink to 11% 
in 2003. While leasing a few planes in the past few years has 
prevented that, IA sources argue that unless the fleet is aug- 
mented “this scenario may come true in the near future and 
IAs viability would be in jeopardy”. 

What would be the impact of this? Capacity increases by 
the private operators have been mainly on metro routes and 
high-density non-metro routes (See ‘Flights Per Day On Metro 
Routes’). Jet has increased the number of flights on metro 
routes from 46 in May 2001 to 57 in May 2003. Similarly, Sahara 
which operated only eight flights on metro routes just two 
years ago, now operates 17. This has led to a situation where IA 
has lost capacity leadership on these routes resulting in a dis- 
proportionately sharp drop in marketshare and lower seat 
factors. In fact, some of the private carriers have been able to 
draw away custom from IA by offering flights at more conve- 
nient times and other advantages. (But private airlines will 
rarely fly more than their stipulated quotaof 











INDIAN AIRLINES — 





| larger B737’s will stop flying in the North-east. But that has not 


happened. “This makes no sense as it is sub-optimal to fly 
Boeings on most of these routes as hardly 30-35 seats are filled 
on any flight,” says a civil aviation ministry official. The idea, 
he says, of leasing in ATR 42’s was to free up the Boeings. But 
that has not been possible because MPs have opposed the 
move to withdraw the more comfortable Boeings. If anything, 
the number of seats offered in the North-east have gone up 
from around 2,100 earlier to around 4,100 now and that has 
translated into more unutilised seats per flight. 

With the number of aircraft at its disposal a given, one op- 
tion IA has for expanding capacity is to increase aircraft utili- 
sation levels. But there is not much scope on that front either. 
The average annual utilisation has gone up substantially in 
the recent past. Against 2,274 hours in 1999-2000, the. A300s 
were utilised for around 2,753 hours in 2002-03. For A320s, the 
utilisation is even higher at 3,389 hours (2,954 hours). Higher 
utilisation means higher wear and higher maintenance costs. 
The older A300s and B737s need urgent replacement to im- 
prove operational reliability and the product on offer. 

As with all things old, the cost of running an ageing fleet, 
too, is exorbitant. The designs are old and passengers feel safer 
in new aircraft — after the Patna crash in 2000, IA’s market- 
share dropped to around 44%. Maintenance costs of the car- 








Category IÍ and Category III sectors.) Flights per day on Age of Aircraft 

On the Mumbai-Delhi-Mumbai sector, metro routes Ee eae on as yai 
for instance, in May 2001, IA’s capacityshare i Indian Í F iy 34 Mar | 34 Mar 
was 49% as was its marketshare. Now, in May | Airlines  3&t Sahara 2003 | 2004 |, 2004 ` 
2003, the marketshare has fallen to 41% and s s Ea 14 21.9) 22.7 23.2 
capacityshare to 40%. On the Mumbai-Hy- ep eo M 7 
derabad-Mumbai route, the marketshare is ee fess 4 21.3 22.1 22.6 
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IA is unable to add capacity on metro 
routes due to commitments to operate on 
Category H (non-metro) and Category III (North-east sectors) 
routes, It is currently deploying 17.8% of its capacity on Cate- 
gory II routes against the stipulated 10% and 72.7% on Cate- 
gory I against the stipulated 50%. “Operation of Cat III routes 
involves multi-stop flights on short sectors. This leads to lower 
utilisation, higher maintenance and operational costs and an 
inferior product,” says a senior IA source. IA and its subsidiary, 
Alliance Air, have, in fact, intensified operations in the North- 
east after the induction of the ATR 42 planes. These are manu- 
factured by Avions de Transport Regional and considered the 
standard in turboprops used for short-haul flights. 

In the North-east, IA flies to 11 stations against five by pri- 
vate airlines. It offers 129 services per week against 35 offered 
by the two private carriers together. Many of the union minis- 
ters have forced IA to start services to unknown and remote 
destinations — as close to their villages in their constituencies 
as possible — at whatever timings suit them. Says an IA 
source: “Our timings are to suit the politicians, not the public.” 
Aclassic example of this was a flight started by IA at the behest 
of the then tourism minister Uma Bharati between Bhopal 
and Chennai on which the only frequent fliers were the minis- 


Lm 


ter and her cronies. IA of course incurred losses on the sector | 


for the 6-odd months that the flight was in operation. 
After the ATRs were inducted, it was expected that the 








| B737: Boeing 737 





| rier are close to 15-18% of total revenue against an industry 


norm of around 4-12%, An average carrier in the US spends 
around 6% of revenue on maintaining its fleet. Then, many of 
IAs old aircraft are fuel guzzlers. Its annual fuel bill shot up by 
Rs 230 crore in 2000-01, although a substantial portion of this 


| is due to increased fuel prices. In general, airlines spend be- 


tween 10-15% of their revenues on fuel; in IA’s case this is over 
20%. In 2000-01, ageing fléet modifications were carried out 


| 0n4B 737s by IA, adding to the carrier's expenditures. 


Ifall future expansion by IA has to be through leased-in air- 
craft, it will be a more expensive way of growing than through 
aircraft purchases, Although more expensive, for survival in 
the long run, the airline is keen to lease in aircraft right now. 
“Ideally 20-25% of the fleet in any carrier should be leased and 
the rest purchased. IA already has 25% of its fleet on lease,” 
says Kashyap. But he argues that in absence of any decision on 
the purchase plan, it is critical for IA. Jet for instance operates 
with around 50% of its aircraft leased in. According to Stan- 
dard and Poor's survey, many major carriers lease around 55% 
of their fleet. It is argued that for carriers whose balance sheet 
is stretched, leasing is the more affordable option. — 

If capacity is not expanded urgently, it will be a matter of 
time before Sahara overtakes IA and the state-owned carrier is 
unlikely to have a reason to celebrate again. a 
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‘HEN the stockmarketis in the middle ofa bull 
‘run that has so much momentum that it even 
Aakes.a series of bomb blasts in Mumbai in its 
stride, it is difficult to imagine that there can 
be another market that could turn out to be 
bigger. But, globally, the size of the commod- 
ity trade is about thrice that of equities. And 
judging by the way activity in the commodity futures market is 
picking up, it could become as big as equities in a while. 
Before going on with that story, a bit about commodity 
trading, particularly commodity futures, seems to be in order. 
There are two kinds trade in commodities. The first is the spot 
trade, in which one pays cash and carries away the goods. The 
second is futures trade. The underpinning for futures is the 
warehouse receipt. A person deposits a certain amount of, say, 
good X in a warehouse and gets a warehouse receipt which al- 
lows him to ask for physical delivery of the good from the 
warehouse. But someone trading in commodity futures need 
not necessarily possess such a receipt to strike adeal. A person 
can buy or sell a commodity future on an exchange based on 
his expectation of where the price will go. Futures have some- 
thing called an expiry date, by when the buyer or the seller ei- 






the commodity. The broker maintains an account for all deal- 
ing parties in which the daily profit or loss due to changes in 
the futures price is recorded. Squaring offis done by taking an 
opposite contract so that net outstanding is nil. 

Today, itis possible to trade in commodity futures in India. 
Kailash Gupta, managing director, National Multi-Commod- 
ity Exchange of India (NMCE), one of the first national com- 
modity exchanges to become operational in India, says that 


all that. Ashish Aggarwal 
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The global commodity trade is about three times 
the size of equities. But it is nowhere as hot in 
India. Futures trading could very well change 
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the biggest benefits will accrue to commodity traders, farmers 
and companies dealing in commodity-based products (like 
wheat and metals) by allowing them to hedge their risks. Then 
there are speculators, who are in the game only to make 
money out of the volatility in prices. But unlike in stocks, few 
retail investors are expected to trade in commodity futures 
since it requires a fair bit of expertise. Even those who do, will 
probably restrict themselves to trading in gold or silver. 


The Present Status 


Commodity futures have been allowed in India for some time, 
but the activity has remained largely restricted to a handful of 
regional exchanges and a few products. In fact, till April 2003 
futures trading was allowed only in a limited number of com- 
modities. But over the last year things have been hotting up. 
Two national commodity futures exchanges, NMCE in 
Ahmedabad and the National Board of Trade (NBOT) in In- 
dore, have started operations. Another, National Commodity 
and Derivatives Exchange (NCDEX) in Mumbai, is to go live by 
October. That is to be followed by the Multi Commodity Ex- 
change (MCX) in the same city. 

As this story was being written, NMCE achieved a turnover 


of Rs 20,000 crore in eight months and set itself a target of | 


Rs 50,000 crore for 2003-04. The government has also allowed 
futures in gold, silver, wheat and rice. In fact, NMCE says it will 
start gold futures from the end of September. 

The present shift is as much towards better systems as 
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away from the existing agricultural policy which protected 
and promoted the sector through procurement and con- 
trolled prices. “In view of the fiscal pressure and that of WTO 
(World Trade Organization) to reduce direct support to agri- 
culture under the Agreement on Agriculture, there is a policy 
shift towards a market-oriented approach,” explains the re- 
port of the Inter-ministerial Task Force on Convergence of Se- 
curities and Commodity Derivative Markets headed by Waja- 


| hat Habibullah, secretary, Department of Consumer Affairs. 


A look at commodity exchanges will give an idea about 
their scope. In the US, the Chicago Mercantile Exchange, over 
and above basic commodities, deals in a basket of products 
based on equity indices, interest rates, weather and energy. In 
the UK, commodities, equities and interest rates are traded on 
the London International Financial Futures and Options Ex- 
change. So, for Indian exchanges, the potential is huge. 

And they are poised for growth. According to the Habibul- 
lah task force: “The total volume of futures trade has shown... 
about a two-fold increase from 217.72 lakh tonnes in 2001-02 
to 414.11 lakh tonnes in 2002-03. In value terms, the turnover, 


| which was about Rs 35,000 crore in 2001-02, has risen to over 


Rs 100,000 crore in 2002-03.” Minister for Consumer Affairs, 
Food and Public Distribution Sharad Yadav has said the fu- 
tures trading volume is set to reach Rs 200,000 crore in 2003-04. 
The Regulator 

Ifthatindeed comes true, the futures market will need a strong 
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The existing commodity business in India 


: NDIA used to have a thriving commodity futures market — cotton, 
oilseeds, bullion and raw jute and jute goods. But in the mid-1960s, 
the government banned futures trading in most. of them, except 
some minor commodities like pepper and turmeric. Gold futures, too 
were banned around the same time. So, very few items remained eli- 
< gible for commodity futures. That combined with the limited reach of 
the 20-odd regional exchanges and the inability of most of them to 
` upgrade: their infrastructure meant futures 8 trading never quite took 
_ off in the country. ` 
There ate a few thriving futures markei One example is the gur 
(aggery) market in Muzzafarnagar in Uttar Pradesh which is man- 
aged by Vijay Beopar Chamber. it offers contracts of one to six 
months expiry and most of the trading is in near month contracts. 
The Forward Markets Commission has a representative on its board. 
The.spot markets work through mandis spread across the country 
where the farmers sell their produce to the traders. The new national 
exchanges will help reduce differences in prices by disseminating 
information better, They hope the existing spot market players will be 


care of a group of warehouses in a région.” CWC. 
has 493 warehouses (capacity: 9.3 million tonnes). 
At present, the farmer has to sell his produce at 
a mandi as the warehouses are not nearby. So, Gra- 
min Bhandaran Yojana, a scheme for construction 
and expansion of rural godowns, has been intro- 
duced. This will give the farmer easier access to 
warehouses and warehouse receipts. So he will be 
able to take loans against them or trade in futures. 
But before banks accept such warehouse receipts 
as collateral, a standard system of accrediting such 
godowns and grading the produce will be needed. 
Physical deliveries make up just 1-5% of com- 


‘modity futures, but with the growth of the market 


in absolute terms, volumes are expected to rise. As 
there is a lack of a nodal agency for regulating the 
warehouses, exchanges have to rely on the ware- 
houses and also come up with their own methods 
to improve systems. 

The number of warehouses offering delivery 
with the requisite systems will need ‘to increase 
quickly: Otherwise although nationwide trading 





attracted to the futures market as it will help them hedge their risks. 


and independent regulator. Unlike Sebi (Securities and Ex- 
change Board of India, the capital market regulator), which is 
an independent body, the regulator of the commodities mar- 


ket, the Forward Markets Commission (FMC), is under the | 


Department of Consumer Affairs and depends on it for funds. 


NCDEX managing director and CEO PH. Ravikumar says: “We | 
have requested the government to grant more powers to the | 


regulator in order to ensure an orderly development of the 
commodity market. Due to the possible interplay between the 
equity and commodity markets we have recommended that 
there be greater co-operation (even a merger) between FMC 


and Sebi. The government is examining these issues.” The co- | 


operation between the regulators is not uncommon. In the 
US, for example, capital market regulator Securities and Ex- 
change Commission (SEC) and commodity market regulator 
Commodity Futures Trading Commission (CFTC) work 
closely with each other. They have even issued rules jointly. 


The Warehousing System 


For commodity futures to work, the seller should be 
able to deposit the commodity at warehouse nearest 
to him and collect the warehouse receipt. The buyer 


will become possible, the capability of ensuring 
physical delivery by the seller broker at ware- 
houses in different locations will not be in place. Another as- 
pect to watch out for is the privatisation of state warehousing 
companies, on which there seems to be no headway as ofnow. 


ji 
| The Spot Markets 
| The Agmark website displays prices at various mandis and ` 
there are big differences (See ‘Variation Across Spot Markets’). 
| “The prices at the website are not very useful (for commodity 
| futures) due to big variations in rates,” says an NMCE mem- 
| ber. This fragmentation of spot markets means that the rates 
| ofthe same variety and grade are not comparable. “Prices will 
become more relevant if commodities are standardised 
| across states,” says Susan Thomas, an assistant professor at 
the Indira Gandhi Institute of Development Research who has 
written extensively on derivatives and agricultural markets. 
| One way to do that is to adopt the international norms. Also 
collection and dissemination of prices from all major mandis 
| will help farmers get better prices and reduce arbitrage. Re- 


VARIATION ACROSS SPOT MARKETS 
Causes: Poor grading, varying taxes, inability of farmer to store produce 
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his choice on presenting the warehouse receipt. But 
in India at present, only a few warehouses provide de- 
livery for specific commodities. The Habibullah task 
force report says: “... There are important gaps... A so- 
phisticated warehousing industry has yet to come 
about.” Such a system has to certify commodities for 
quantity and grade so that there are no surprises for 
whoever takes final delivery. Warehouses can tie-up 
with specialised agencies for this or build their own 
capabilities. N.K. Choubey, chairman of NMCE and 
managing director of Central Warehousing Corpora- 
tion, says: “This means labs have to be set up to take 
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COMMODITY FUTURES 





cdepth a 
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strictions and taxes imposed by 
the various states on the com- 
modity markets also hinder free 
trade. The task force says “com- 
modities like cotton continue to 
be subject to restrictions under 
the Essential Commodities Act” 

Says a Chandigarh flour mill 
owner: “Unless the government 
deregulates the prices of wheat 
and paddy and brings in uni- 
form state taxes, the futures 
trade in these commodities will 
not take off.” Another problem is 
the minimum support price sys- 
tem, which is likely to stay. 


PH. Ravikumar (L) 
feels the online ware- 
house receipt system 
will revolutionise the 
commodity futures 
market in India by 
making delivery via on- 
line receipts possible. 
N.K Choubey (C) 
emphasises that a 
sophisticated ware- 
housing system has to 
develop to facilitate the 
growth of commodity 
futures 

Kailash Gupta says 
gold futures will bring 
both speculators and 
bullion traders to the 
commodity exchanges 
and, thereby, give 
turnover a fillip 


The Exclusion Of Banks 
Under the Banking Regulation 





TRIBHUWAN SHARMA 


in commodities other than gold and silver. Globally, however, 
they are big players in this market. Says Gupta: “If a farmer 
wants to take a loan with his crop as the collateral, the bank 
must be allowed to hedge its risk by taking a position in the fu- 
tures market.” 

Isan amendment to the Banking Regulation Act likely? Ac- 


arrangements there are some points which need clarification, 
points out Ravikumar. Commonality of active director is one. 
“There is some confusion about whether there can be a com- 


| monality of active directors (in the two companies)?” An 


NMCE member says: “The directors in the equity and com- 
modity trading company could be common if a no objection 


| Certificate is obtained from the existing exchange while apply- 


ing to the another exchange.” 

“In global markets equity traders are allowed to directly 
participate in both the markets provided they have high net 
worth. This ensures that they have reasonably large capital 
and reserves before they are permitted to access both the mar- 
kets,” explains Ravikumar. Other than active members, there 
are brokers who have taken up membership and floated new 
companies but are playing a wait and watch game. They are 
experimenting by trading in different commodities to get a 
feel of the system. 


| Cash Settlement and Options Trading 
Act, banks in India cannot trade | 


| 


cording to the Reserve Bank of India (RBI): “At present there is | 


no move to allow banks into commodity markets.” Why? RBI 
says the issues are what a regulator may have ifits subjects un- 
dertake speculative activity.” Banks as marketmakers helped 
build the equity and corporate debt market by adding depth, 
liquidity and stability. But banks cannot play that role in the 
commodity market. 


The Rules For Equity Brokers 


As per Securities Contract Regulation Act (Rules), equity 
traders are not allowed to trade directly in commodities. The 
Ramamoorthy Committee set up by Sebiand the inter-minis- 
terial task force has recommended that stockbrokers be al- 
lowed into the commodity market through separate entities 
and not through the company in which they are trading in 
stockmarkets. This is the practice at present. Equity brokers 
have tied up with various mandi operators and set up separate 
companies to trade in the commodity space. Even in such 





Currently cash settlement of outstanding contracts at matu- 
rity is not allowed by the For- 
ward Contracts (Regulation) 
Act (FCRA). “What this means 
is that at maturity a party can 
ask for delivery. To avoid this, 
traders square-off their posi- 
tions before maturity, which is 
practically equivalent to cash 
settlement,” says Thomas. 

Cash settlement is a must 
for trading in index-based 
commodity derivatives and 
other instruments like rainfall 
index derivatives and weather 
derivatives which will come up 
once the market is ready. The task force says: “On the com- 
modity futures in India today, cash settlement is the de facto 
practice, even though it is not permitted de jure.” Therefore, 
there is a need to align the law with the practice and make the 
necessary amendments. 

“The proposals to allow options in commodities and pro- 
vide for registration of brokers has been pending in Parlia- 
ment for over five years,” says Gupta. Adds Ravikumar: “We 
have made a representation to the FMC and the government 
and we are hopeful that commodity options trading in India 
will become a reality soon. We believe the FCRA is coming up 
for amendments in the next session of Parliament.” 

The existing network of regional exchanges has confined 


_ itself to few commodities. After the national exchanges come 
_ up, what will be the role of these exchanges? Will they align 


with the national exchanges or will their fate be similar to re- 
gional stock exchanges, which have come to a dead end? And 
how will the tea auctions houses, Coffee Futures Exchange, 
etc., be affected in the emerging scenario? Furthermore, the 
hawala markets, which have been operating for decades, 
trade 20-30 times the volume of official futures exchanges. Will 
the regulator be able to curb them and will the new exchanges 
attract them? Clear answers will emerge only in the future. 
That will be another story. a 
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Building World Class Companies - A Strategic Roundtable in New Delhi with 


~ 


| | sav succeeds like success, goes the oft repeated 
| saying. A country which is often held as an example for 
producing world-class companies with immense strength 
in manufacturing is South Korea. The winning formula among other 
things - a combination of right policies at the state level and 
dedication and innovation, with a will to succeed at the company 
level. So can there be learning for India from the South Korean 
experience? Itis this aspect that the Strategic Round table, with 
Dr. Youngrak Choi, Member, the Presidential Advisory Council for 
Science & Technology, Korea which is being organized by the 
EMPI Business School, New Delhi in association with the PHD 
Chambers of Commerce and Industry, aims to probe on Septem- 
ber 24, 2003 at the PHDCCI. 
AP Gandhi, Chairman FAG (India) and former President, Hyundai 
(India), elaborates, “Though success has taken place in India, our 
aim is to see, can there be a synergy between the two? Can 
Indian companies take something from the Korean experience and 
work on it? Koreans in the post 1991 period have done a wonderful 
job with companies like Hyundai, LG and Samsung, the Daewoo 
experience, notwithstanding. In the 21% century, the Koreans have 
and will definitely come to the forefront.” 
The interactive session is aimed at both policy makers and indus- 
try. The focus is however the developmental model that made 
global companies in sectors as diverse as semi-conductors to 
cars. Dr. Choi who is working with Government and industry to 
strategise at the national level coupled with his experience and 
live examples would give invaluable inputs to Indian companies 
and policy makers. Gandhi who has experience with both Indian 
and Korean companies would be the moderator acting as the bridge 
between the participants and Dr. Choi. 
EMPI Business School, the main organizer is constantly attempt- 
ing to create innovations by responding to the socio-economic 
needs of Indian industry and society. A number of major innova- 
__ tions under Applied Business Research Centres are: 
e EU-India International Management Centre. 

te OBE India Development Centre, a research cen 
collaboration with the GLOBE Programme, The Wharton 
ol examining Leadership behaviour in cross-cultural 


















Dr. Y. Choi, Member, President Advisory Council for Science & Technology, Korea 


-An EMPI B-School Initiative 


e We Think for India (WTI) organized 
the National manufacturing policy 
Competition that led to Policy 
Drafts released by the Prime 
Minister on May 24, 2003. 

e Centre for Entrepreneurship, 
Innovation and Intellectual 
Property (CIEPRO) - a preemi 
nent resource and research cen 
ter oninnovation is starting a pro 
fessional Ph.D programme on work 
place innovation. 

Dr. B. P. Dhaka, Secretary General, PHDCCI says, “We support 
everything that is good for the industry. The manufacturing and 
cost culture of the Koreans is worth emulating. In the recent 
crisis, South Korea came out well and 
the companies themselves emerged 
stronger without much government 
support. Indian can learn from the 
Korean example and revamp, revive 
and recast their operations.” 
Dr. Ashok Jain, CSIR Emeritus Pro- 
fessor and Former Director NISTADS, 
who is instrumental in Dr. Choi's trip 
here adds, “Way back in 1963 Korea 
was not industrialized. It got indepen- 
dence about the same time as India 
did, but from that background it has 
moved aggressively transforming it- 
self into one where manufacturing and 
brands dominate. Strategic planning 
at the national levels on industry syn- 
ergies has brought them to where they 
are,” 

Pankaj Saran, EMPI Vice President 

reiterates, “The Koreans have created 

world class firms using a blend of 
policy making and corporate decisions. 

Dr. Choi’s talk is expected to revolve 

around these strategies and is going 

to be of immense opportunity for In- 
dian firms which can become both 
world class and multi-national.” 

Korea has successfully integrated the 

American emphasis on technology, 

with the Japanese emphasis on meth- 

odology to create a unique brand of 
competitiveness. Apart from under- 
standing this process of corporate cre- 
ation, other highlights of the discus- 
sion include - reasons of corporate 
growth in Korea emphasizing on technological capabilities, the 
firm's capability building and its dealing with internal and external 
sectors, the key success parameters of corporate growth as well 
as the sources of technological competitiveness of well known 
Korean companies. 
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story 


Having seen 
the success 
of the three 

chaebols, 
Korea is 
looking 

at India 
differently. 























The company is making India its global 
manufacturing and R&D base for small cars like the Santro 


Year of launch: 1998 





a mn Investments: $700 million (additional commitment: $200 million) 
s| WY India revenues (2003): Rs 4,800 crore ($1.04 billion) 
\ Global revenues: $16.9 billion 


The Chennai plant is Hyundai's largest outside S. Korea 
Hyundai Motor India is India’s second largest car maker 
(leader in the B and C segments of the market) 


In six years at LG India, Kim has 
risen six rungs to be a Top 10 manager at LG Corporation 


Year of launch: 1997 
Investments: $110 million (additional commitment: $100 million) 
India revenues (2003): Rs 4,500 crore ($978 million) 
Global revenues: $9.33 billion 

Leader in CTVs (16.4%), microwave ovens (34.4%), frost 
free refrigerators (32.9%), washing machines (24.1%), air 
conditioners (34%) 

No. 3 in direct cool refrigerators (15.7%) 

Has set up a plant for manufacturing compressors 


Plans to set up another manufacturing unit in Pune 
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A decade 
before it launched here, 
Samsung began brand- 
building by sponsoring 
trolleys at the airports 


Year of launch: 1995 
Investments: $111 million 
(additional commitment: $25 
million 
India revenues (2003): 
Rs 5,000 crore ($1.09 billion) 
Global revenues: $33.8 billion 
Largest player in 
computer monitors, TFT-LCD 
display devices 
Second largest player in 
washing machines (16.2%), 
cellphones, CTVs (15%) 
Setting up its first 
refrigerator making plant in 
India, only fifth in the world 
Leader in flat CTVs (26%) 
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HIS is the story of three chaebols and how the 
have changed the way an entire nation perceive 
India. On 25 August, the little known Indian In 
porter’s Association hosted a delegation of sma 
and medium enterprises (SMEs) from the Republi 
of Korea's Paju city in Delhi. Led by Paju mayor Ta 
Heon Jeon, the delegation was made of senior ex 
ecutives from 10 Korean companies, roughly $10-50 million it 
size, across industries such as home appliances, medica 
equipment, garments and stationery. Seung- Young Lim, pres 
ident, Han Jin Industrial Company, a $25-million compan 
dealing in sanitary gloves and towels, explained that the Kor 
ans were looking to set up manufacturing facilities here 
Mayor Jeon explained why. “Everybody in Korea knows tha 
three chaebols have been very successful in India.’ 

Off late, despatches from India have begun telling a com 
pelling story back in Seoul. Of how three Korean giants 
Samsung, Hyundai and LG — are churning out fat revenue 
here. These chaebols arrived in the mid-1990s. And in barel 
half a decade, they have scripted a success story that's perhap 
taken even them by surprise. By end 2003, they will togethe 
rake in sales worth $3 billion, roughly a billion dollars each 
They're profitable too. LG expects to make profits of aroun: 
Rs 300 crore this year and Hyundai Rs 270 crore. So far, they've 
invested around a billion dollars here; and that’s set to rise by 
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at least 50% over the next few years as they ramp up business. 

Samsung, Hyundai and LG aren't just any three Korean 
companies; they represent the Korean business establish- 
ment. So it’s not difficult to fathom why their success here is 
beginning to alter the way Korea sees India. While it is quietly 
bringing the two Asian economies closer, it is also opening an 
unique window of opportunity for India — for the first time, 
. the Koreans have begun to look at India as an alternative to 
China. Some of Korea’s largest selling newspapers such as 
Chosun Daily, Donga Daily, Joongang Daily and Maeil have 
started featuring India and what its markets can offer in their 
pages, and are advocating greater ties with India. And while 
these may be early days yet, the language being used by the 
Koreans — from diplomats to chief executive officers (CEOs) 
— indicates that India is being given some of the attention 
that China monopolised so far. 

Now, even the Korean government is beginning to taking 
notice. Says South Korean ambassador to India, Soon-Tae 
Kwon: “We want to push for India as an alternative to China 
because, in the long term, we prefer a democratic system to a 
one party system.” 


overtook the US as the destination for maximum Korean cap- 
ital. That year alone the Koreans pumped in $801 million into 
China, up 48% over the previous year. And though the Koreans 
have invested close to $6 billion over the last decade or so in 
China, here they've poured in around $2.6 billion since the 
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Despite differing political ideologies, the Koreans have | 
had a natural affinity towards their neighbour. In 2002, China | 
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early-1990s. This includes the $1 billion the Daewoo project 
soaked up. Half of the money in China has come from Korean 
SMEs, a category that’s still to make its presence felt here. 

China is also a far bigger business for the Koreans. Though 
Hyundai has recently debuted there, both Samsung and LG 
have been showing strong growth in China. In the decade and 
a half since startup, China accounts for 19% of Samsung's $33 
billion global revenues. Again, though LG entered China in 
1996, it has built a $4 billion business there. Of that figure, 
around 70% comes from exports, while the Chinese market it- 
self accounts for the rest, says LG Electronics India vice-presi- 
dent (manufacturing), Jae H. Park. So, in that sense, India and 
China are, perhaps, comparable. 

But if the chaebols continue expanding rapidly here — LG, 
for example, plans to more than treble its turnover in the next 
five years — then, buoyed by their success, it’s possible that 
many others will also follow. The Paju delegation is a good ex- 
ample of how India could change from being the stomping 
ground of big chaebols to becoming a favoured destination 
for smaller Korean companies. Samsung India Electronics: 
managing director C.H. Yoon argues that as the Koreans ex- 
pand here, a lot of ancillary businesses, typically vendors to 
original equipment makers, would want to hitch onto the 
bandwagon. “A lot of smaller Korean companies are showing 
interest in India, but unfortunately bureaucratic problems are 
preventing you from capitalising on that.” Yoon pointed this 
out at a recent meeting of East Asian businessmen called by 
the ministry of commerce and industry, which, coinciden- 
tally, is leading a delegation headed by Arun Jaitley to Korea in 
October. A senior bureaucrat with the ministry admits the Ko- 
rean opportunity is ‘interesting’. 

Kimchee anyone? 


P. Gandhi, ex-president, Hyundai, argues that India has 

been on Korea’s radar since the late 1970s. According to 
him, Y.S. Kim, the founder- managing director of Hyundai m- 
dia made his first trip here in 1978, and kept coming back 
every few years. (Of course, it would take another 20 years be- 
fore the first Hyundai product would be launched here.) Then, 
during the 1982 Asiad Games, Indian companies such as 
Texla, Weston and Televista imported Korean CTV kits. 

It's not too difficult to assume why the Koreans kept evalu- 
ating India even though the investment climate wasn't right. 
Korea began industrialising by exporting components to de- 
veloped markets. Though by the 1970s, Korean chaebols were 
becoming original equipment manufacturers themselves, 
they never managed to get a foothold in the developed mar- 
kets — they were always seen‘as low-rung, low-tech players. 
Moreover, Japanese brands had already managed to make in- 
roads into Europe and the US. So there was no place for yet an- 
other Johnny-come-lately. The Koreans needed new markets 
that could feed their hunger to grow. And what better than the 
emerging ones. 

Interestingly, India was one of the last large markets that 
the Korean companies entered, save, perhaps, Russia. LG In- 
dia managing director Kwang-Ro Kim's assignments before he 
came to India indicate the spread of the Koreans — he was 
posted in the United-Arab Emirates, the US, Panama (han- 
dling Mexico and Brazil from there) and Germany. The only 


BUSINESSWORLD 38 15 SEPTEMBER 2003 


geographies where the Koreans were already present and 
which were missing in his career map were East Asia and 
China. Moreover, India wasn't exactly virgin territory for the 
businesses that the Koreans entered — consumer electronics 
and automobiles. There was a clutch of players, both Indian 
and multinational, that were already present. 

Cut to the present. If the Koreans were listed, their showing 
would automatically slot them in the Top 25 companies in In- 
dia and also place them among the Top 10 multinationals. In 
half a decade — Samsung launched in December 1995, LG in 
May 1997 and Hyundai in September 1998 — the Koreans 
have built a business worth around a billion dollars each. Let's 
put that in perspective. Sure, there are MNCs that are way big- 
ger than LG, Samsung and Hyundai. Top of mind names such 
as Hindustan Lever, ITC and Maruti Udyog pop up — but each 
of them has been around for far longer. At the same time, the 
Koreans are also bigger than a whole generation of ‘FERA’ 
(Foreign Exchange Regulation Act) companies such as Glaxo- 
smithkline, Philips India, Colgate-Palmolive, Cadbury, Nestle 
and Castrol (See ‘Other multinationals’). Now compare the 
Koreans with others of their antiquity, the ones that came in 
after 1991 or slightly earlier. Save perhaps GE, Coca-Cola and 
Pepsi, there's no other that is as big as the Koreans. 

You could also look at market domination as an indicator. 
LG is the clear leader in the electronic products business, fol- 
lowed by Samsung. Between the two, they dominate the con- 


At a glance: Two nations 
















In 2002 India Korea 
Population [____1 billion] 
GDP [ $515 billion|{ $477 billion 
Trade (imports) [ $4.25 billion* | 
FDI [ $2.6 billion* | 


* from Korea ** from India The Korean FDI in India is since 19914; 
the India FDI in Korea is for the last 40 years 


Soon-Tae Kwon, Ambassador, Republic of Korea 


‘We want to push for 
India because, in the 
long term, we prefer a 
democratic system 
(na to a single party 
one (China) 
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sumer electronics business, which includes a 30% share in 
colour televisions (CTVs). And companies of all nationalities 
— Indian (BPL, Videocon), European (Electrolux, Philips), 
American (Whirlpool) and Japanese (Matsushita, Sony) — 
have collapsed before their onslaught. Again, Hyundai is the 
country’s second largest automobile company after Maruti. 
All this despite the fact that they were unknown labels when 
they first came in. Ravinder Zutshi, currently director at Sam- 
sung India Electronics, was then at Videocon. He admits he 
never saw the Koreans as a potential threat. “We were scared 
that outfits like Matsushita and Sharp would make life difficult 
for us, but the Koreans, no way.” Today LG has a market share 
of 16.4% in CTVs, Samsung 15% and Videocon 8.6%. Zutshi 
was horribly wrong. 


NDERSTANDING the Korean way, if, indeed, there is one, 

isn't easy. Their chaebols are perhaps the most vilified of all 
large business houses around the world. Their senior man- 
agers have been accused of corruption, of using the govern 
ment to get things their way, and so on. And though, after the 
1997 crisis, the chaebols have attempted cleaning things up, 
they still routinely come under cloud. Even here, many accuse 
them of sharp business practices and predatory tactics. 

Then, despite their success globally, there seems to be no 
Korean management doctrine. They have no home-grown 
management gurus (the equivalents of a Michael Porter or a 
Tom Peters) whose word is followed. Korean managers do at- 
tend courses in the US, though they seem to have a healthy 
disdain for American business practices. Neither are their 
businessmen idolised (or even imitated) as much as say a 
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Gates is in the US or a Narayanamurthy is 
here. Korean managers such as LG’s Kim, 
who were among the first batch of Korean 
managers that worked abroad, admit that 
they copied a lot from the Japanese. “We 
picked up many things from the Japanese, 
specially on how to make manufacturing 
extremely efficient, and then adapted 
that.” This also gives a unique insight into 
the Korean mind: though they loathe the 
Japanese — their emotions are nothing 
short ofthat — for its brutal occupation of 
Korea between 1910 and 1945, it hasn't r 
stopped them from copying Japanese best 
practices. Many, of course, argue that it’s 
the hatred for the Japanese and the deep 
desire to outshine them that keeps the Ko- 
reans going. 

But there are a few aspects of their 
dogma that can be discerned. Shovon 
Chowdhury, executive vice-president and 
general manager, Bates India, an advertis- 
ing agency that serviced the Hyundai ac- 
count, claims the Koreans have never 
shown any bias against India: “The Amer- 
icans and the Japanese took their brand 
equity for granted. The Koreans did not. As a result of this, they 
didn’t make any value judgments of the Indian customer and 
introduced contemporary products.” 

Maybe they had to do so because that was the only way 
they could get their brand noticed. Before launching here, 
Hyundai conducted a national survey where it asked the con- 
sumers to choose automobiles by country of origin. They 
ranked German cars at No.1 followed by Japan, European, 
American and Indian automobiles. Korean products ranked 
below Indian ones. So, Hyundai figured the only way to 
change perception was through its latest global products. 

In contrast, most other MNCs launched older stuff. The 
first Ford car to be launched here was the Escort, which was, 
even at the time of its launch in the mid-1990s, over a decade 
old; again, the Astra that General Motors unveiled as its 
first offering had been in existence in Europe for a 
while. But Hyundai launched the Santro first in India; 
it was then rolled out in different parts of the world. 

The Santro had incidentally been built on the Atos 
platform— and Hyundai had launched the Atos only a 
year earlier, in 1997. Ditto in durables. Both LG and 
Samsung have consistently launched contemporary 


Rajeev Karwal was vice-president (sales & mktg) at LG 


‘| see them as 
formidable foes. They 
have converted their 
organisations into big 
companies with large 
marketshares’ 








A.P. Gandhi worked as president of Hyundai Motor India 


‘The Koreans want to outdo the Japa- 
nese. They don’t start on a hunch. Their 
planning is meticulous. When they take 
up a job, they take it very seriously’ 


models — be it fuzzy logic washing ma- 
chines, flat screen TVs or microwave 
ovens — in step with their launch globally. 
Many other companies such as Nokia are 
now launching the latest products in In- 
dia, but the Koreans were the first to adopt 
that practice. 

What added further power to this 
strategy of dazzling Indians with global 
products was their high advertising 
spends. Consider that in 2001, LG spent 
Rs 110 crore in advertising while Samsung 
spent Rs 80 crore; by 2003 LG’s spends had 
risen to Rs 225 crore and Samsung’s to 
Rs 100 crore. Such high voltage advertis- 
ing has made the Koreans the biggest 
spenders in their businesses, and they 
outspend competition by a factor of at least two. (Hyundai 
and Maruti spend roughly the same in advertising, around 
Rs 100 crore each, but given their differences in size, 
Hyundai’s advertising to sales ratio is higher.) These spends 
have placed the Koreans in the class of some of the highest 
spenders in India such as Colgate, ITC, Dabur and Hindustan 
Lever. Suhel Seth, founder of Equus Red Cell, an advertising 
agency that dealt with Daewoo in the 1990s: “They are big 
buyers of advertising so they exude size through a lot of visible 
brand-building.” 

The Koreans have also started making a name for their 
ability to understand what customers want. They seem to 
practice this shibboleth with unusual vigour. For example, af- 
ter having spent six years here, LG’s Kim has developed a rep- 
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utation within the industry of somebody whose knowledge of 


the Indian market is superlative. Ask him howhe has built that | 
up and he points to his legs, and, in a crisp, Oriental turn of | 
phrase, says: “US company do office marketing, we do feet | 


marketing.” On a rainy Delhi afternoon Kim demonstrates 
how he lives that somewhat Confucian marketing doctrine. 
Within a span of four hours, he visits six computer dealers 
across Delhi, in areas such as Hari Nagar, Hauz Khas and 


Sarita Vihar. Each meeting lasts roughly 15 minutes and com- | 


prises a short exchange between Kim and the dealer. Kim 
quizzes a dealer at Hari Nagar on how sales have been. The 


dealer says he sells 100 PCs a month, of which only three to | 


four are LG’s. He adds that he can sell more if LG advertises 
some more. For Kim, that's not an option. They bicker for a 
while, and Kim comes up with a solution — why not bundle, 
say, LG’s PCs with its electronic products? The dealer thinks 





that’s a smart thing to do. But not before Kim's extracted a | 


promise that at least half of the dealer's volumes come from 
LG. Kim travels roughly 10 days a month and visits at least 15- 
20 dealers across 10-15 districts. 

Rajeev Karwal, CEO and MD of Electrolux Kelvinator and 
earlier Kim’s key lieutenant at LG, is today competing against 
his former boss. In between these two assignments, he's also 
done time as vice-president, Philips India. He sees the Kore- 
ans as extremely formidable competitors, especially now that 
they are so well-entrenched. “They are able to figure out what 
customers want very well. And adapt product strategies ac- 
cordingly.” He then adds: “LG was a great learning for me.” For 
example, when the Hyundai Atos was first tested here, it met 
with a shabby response. So the Koreans re-crafted it and 
launched it as the Santro. 

Of course, none of this would have worked had the Kore- 
ans been shy of sinking in big monies here. In automobiles, for 
example, Hyundai wasn't scared of putting down the Rs 3,300 
crore required for a greenfield project in Chennai. Most of the 
others like Ford, General Motors and Toyota entered the coun- 
try through alliances. Hyundai's investment in automobiles 
still continues to be far more than what Ford (Rs 1,700 crore) or 
GM (Rs 1,600 crore) have put in. Again, players like Whirlpool 





and Electrolux that made a foray into consumer electronics | 





around the same time that LG and Samsung did, hedged bets 
by buying existing brands and capacities here (Kelvinator, Ma- 
haraja, Allwyn, and the like) while the Koreans built capacity 
from scratch. “I think it is their ability to bet big on India that 
makes them different,” says S.G. Awasthi, ex-chairman, Dae- 
woo Motors. Ajay Kapila, currently marketing director, J.K. In- 
dustries and ex-vice president (sales & marketing), LG, also ar- 
gues that India was the last big market left to conquer. “So they 
threw in everything they had.” 


R. Krishnan, a Korea expert at the Centre for East Asian 

Studies, Jawaharlal Nehru University, appraises the perfor- 
mance of the Koreans here through the filter of social anthro- 
pology. And having studied the Koreans for 32 years, he does- 
n't find it particularly amazing that the Koreans have done so 
well here. “If you look at their history, you will find a brutal 
colonial occupation, an artificial division of the country and 
extreme poverty. Such people tend to be very insecure and 
that’s what drives them to do well.” Krishnan argues that Ko- 
rean pride is inextricably linked to its economic success 
(“GDP nationalism”) and, therefore, Korean managers give 
everything to their company. “In Korea, your loyalty is first to 
the country, then the company; you and your family always 
come last,” says Krishnan. 

This value system is somewhat new for Indian managers, 
given that its mostly the European companies and a few 
Americans ones that have traditionally shaped the multina- 
tional experience in India. And while the European and An- 
glo-Saxon model has been focused on results, their approach 
to the work place has been reasonably laissez-faire. For the 
Koreans, it’s different. The work place is pretty hierarchical 
and seniors are given tremendous respect. That's not surpris- 
ing from a country that still has conscription. A senior execu- 
tive recounts a story of how he saw the managing director of 
his company wipe the shoes of his boss from Korea with his 
handkerchief. “It wasn't sycophancy the way Indians practice 
it; it was almost as ifit was expected of him,” says the observer. 
While this may be extreme behaviour, it does paint a some- 
what accurate picture of a Korean workplace. Yet, many of the 
Indians who workat the chaebols or have worked there earlier 
also say in the same breath that they get enough free- 
dom to operate. 

Perhaps a greater issue within Korean companies 
is the unwillingness of the Koreans to have non-Kore- 
ans in positions of importance. Consider that within 
the global universe of Samsung, LG and Hyundai — 
and these companies together have literally over a 
hundred subsidiaries — there are few non-Korean 


S.G. Awasthi worked as managing director and later as 
chairman of Daewoo Motor India 


‘They always think 

big and take risks. 
Compared to the 
Japanese, they are very 
fast in decision-making’ 
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heads of companies. And that does- 
n't go down well with many Indian 
managers. For example, Karwal 
claims that he quit because he fig- 
ured it would take him too long to 
become the head of LG in India. 

There are different explanations 
for the Korean clannishness. The 
most charitable one is that the Kore- 
ans’ inability to speak English comes 
in the way of their embracing people 
of other nationalities at senior posi- 
tions. But, perhaps, a more accurate 
one would be that Korean society is 
extremely homogeneous and, as a 
result of that, Koreans can't adjust 
well to other cultures. For example, 
the majority of the managers we 
spoke to said they’ve never made 
friends with Korean colleagues. Also, 
Koreans have a habit of speaking Ko- 
rean in front of non-Koreans. 

Some of this may also be chang- 
ing. Last November, around 10, very 
senior non-Korean managers (typi- 
cally direct reports to CEOs) from 
Samsung’s Asian subsidiaries (in- 
cluding India) got together for the 
first time in Singapore. The purpose 
was to take stock of non-Korean tal- 





ent within the Samsung universe, and figure out the kind ofre- | 


sponsibilities they would be suitable for in the future. Today, 
many younger Korean managers argue that as they work in 


markets outside Korea, they realise the need to adopt more | 
western work practices because that may actually suit them | 


better. “But this process will need to be handled with great 
sensitivity; westernised managers tend to be very individual- 
istic, while in our companies, we are not. How do you recon- 
cile the two?” says M.B. Lee, vice-president (marketing), Sam- 
sung. Meanwhile, Hyundai has culture sensitivity workshops 
to ensure that the Koreans and Indians work well together. 


R.R. Krishnan, professor, Centre for East Asian Studies, Jawaharlal Nehru University 


‘Their background has an element of 
insecurity (the Japanese rule, the Korean 
war). It compels them to do their best’ 


T Hyundai's 350-acre plant at 

Sriperumbudur near Chennai, 
president B.V.R Subbu points to a 
pink building as he races his Sonata 
on the test track at 120 kmph. “That 
will be razed to make way for the 
R&D centre. That’s where Hyundai 
began.” Hyundai has just decided to 
make India the R&D centre for its 
small cars. Just off the track, Subbu 
points to a new, purple Atos (the ex- 
port version of the Santro) being 
readied for Europe. Hyundai is 
pumping an additional $200 million 
investment into the $700-million 
plant. This will expand the plant’s ca- 
pacity from 150,000 units to 250,000 
units. This is in preparation for mak- 
ing the Chennai plant Hyundai’s 
global hub for small cars like the 
Santro. Hyundai has targetted ex- 
porting 0.5 million small cars from 
India by 2008. This shows the way 
ahead for the Korean phenomenon in India. 

Yet you realise that though the Koreans have come a long 
way here, they still haven't bought the India story completely. 
In the last five years, Samsung has sunk around $19 billion in 
chip factories, yet none of that came here. Ask Samsung's Yoon 
whether his company will ever think of setting up a chip plant 
here and he answers that Indian infrastructure has to be vastly 
better for that to happen. In 2002, the semiconductors busi- 
ness clocked a turnover of $10.7 billion; but there's no sight of 
that business coming here. Similarly, LG Corporation has a 


DINESH KRISHNAN 


| humungous chemicals and energy business worth $45 billion 


Yet, it's not as if the Korean way doesn't have its merits. All | 


Korean managers bring on board an almost monk-like devo- 
tion to their task at hand. “Their task orientation is so high that 
I've seen few Korean managers have contingency plans,” says 


Karwal. Again, Gandhi says that Y.S. Kim was so intent on | 


making Hyundai an auto giant here that in the six-odd years 


he has been in this country, Kim tooka vacation only last year, | 


and that too for 10 days. 

Uniquely, the Koreans who have worked here have moved 
to higher responsibilities. Hyundai's Y.S Kim is today in charge 
of the first car factory that it is putting up in the US. B.M. Park, 
K.S. Kim and S.S. Lee served as Samsung's India heads be- 
tween 1995 and 2003. While Park has quit, Kim has been ele- 
vated to be the president and CEO of Samsung's Southeast 


Asia business, while Lee is the head of marketing for Sam- | 


sung’s domestic business in Korea. And though, unlike the 
others, LG's Kim continues staying here, he has risen within 
LG's ranks internally to be one of its top 10 managers globally. 








| fessors.” The moment clearly belongs to India. 


that is not present here. Neither has it brought in its personal 
products business. The point is that while the Koreans are 
pumping money in India, there are still lots of areas where 
they are absent. 

The Koreans believe that manufacturing is a key strength 
and that’s why they eschew contract manufacturing and in- 
vest in their own manufacturing facilities around the globe. 
Meanwhile, back in Korea, a hollowing out of manufacturing 


| is taking place for reasons that range from trade union policies 


to a sheer lack of space. That's forcing businessmen like in the 
Paju delegation to look for newer, and newer destinations. 
Rarely has India had an opportunity to capture the imagina- 
tion of a single nation. Hear Hyundai MD Jae Il Kim: “We are 
receiving many professionals, civil organisations, colleges and 
NGOs from Korea and elsewhere who are doing case studies 
onus. These groups come at least twice a month. The Institute 
for Future Strategy of Korea recently sent a delegation of pro- 
E 
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HINK of a business pro- 
cess outsourcing (BPO) oppor- 
tunity that started with a big 
bang and disappeared even 
faster. Still guessing? Remem- 
ber when every nook and cor- 
ner of your city and handouts in news- 
papers beckoned you to learn medical 
terms in three months flat and pro- 
mised a job thereafter? That was med- 
ical transcription 3-4 years ago. Soon af- 
ter, about 250 firms in Bangalore, 
Hyderabad, Chennai, Ahmedabad, Mu- 
mbai and Delhi ran themselves out of 
business by delivering less than expec- 
ted quality (87-88% accuracy against an 
expected 98-99%). They were helped by 
a fall in billing rates from 20 cents a line 
to three cents and the development of 
transcription software like Dragon. 

So while other BPO work — in bank- 
ing, telecom, retail, utilities, financial 
services et al — grew by leaps and 
bounds, medical transcription wrote its 
own epitaph. However, thanks to ineffi- 
ciencies in the $1.4-trillion US health- 
care industry, BPO work in healthcare is 
set to get a new lease of life. And no, it’s 
not medical transcription resurrected, 
but a whole new range of processes that 
fetch returns of $16-18 per person per 
hour at the top end. These include med- 


Cracking 
a matrix 


High costs and 
obsolete processes 
are driving US 
healthcare 
companies to 
offshore work. 
Estimated 
opportunity: $4.5 
billion by 2008 
employing about 
200,000 people 













No. of 

Company people 
Vision HealthSource | 600 
Hinduja TMT 500 
Chay <500 
Lapiz 300+ 
Datamatics 300 
Ajuba 250+ 
Comat Technologies | 250 
Tranquilmoney 225 
Affiliated Computer 
Services <200 
Apollo Health Street | 150 
Ideal Solutions 45 
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\ On a health pursuit 


Processes 


Billing, claims adjudication 
Claims adjudication 
Transcription, coding, billing 
Medical billing 

Transcription, forms processing 


Coding, billing, revenue cycle 
management, insurance eligibility 
certification 


Transcription, coding 


| Billing, receivable analysis for 


pharmacies 


Medical billing 


Claims adjudication, billing, coding 


Dental claims forms processing 


Paramount Healthcare, Cognizant Technology Solutions and iHealthcare 


will start healthcare BPO pilots soon 


Billing rates for services: From $3 per hour per agent for transcription to 


ical billing, disease coding, forms pro- 
cessing and claims adjudication. 
Already, over a dozen companies are 
either consolidating operations or have 
kicked off pilots in this space. The op- 
portunity: $4.5 billion by 2008 offering 
employment to about 200,000 people, 
according to Nasscom. The companies 
include Apollo Health Street (AHS), 
iHealthcare, Paramount Healthcare, 
Hinduja TMT, Ajuba, Affiliated Com- 
puter Services, Cognizant Technology 
Solutions and Vision Healthsource. 
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$17 per hour per agent for claims adjudication 


Note: The above list is not exhaustive (there are over 100 
companies claiming to do work in healthcare) 


Source: Nasscom, BW research and industry sources 





So what's driving this resurgence? 
Till a decade back, insurance compa- 
nies in the US (85% of the population 
there has health cover) reimbursed all 
expenses as detailed by doctors. That 
worked fine for the buyers of healthcare, 
but not for the payers, the insurance 
firms. Frequent overinvoicing, coupled 
with legacy systems, and high labour 
and drug costs, pushed these compa- 
nies into the red. 

The American Healthcare Associa- 
tion estimates the profitability of US 
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HEALTHCARE BPO 





hospitals fell from 6.1% six years ago to 
2.8% in 2002. Forty per cent of the US 
hospitals make losses: for every health- 
care dollar spent, 21 cents go in admin- 
istration and 11 cents in fraud due to 
overstating of expenses. The average 
margins for publicly traded healthcare 
firms were 4.4% in 2002. For medical in- 
surance companies, they were a thin 
2%. State-owned insurer Medicare had 
$20 million in liabilities. 

That’s when insurance companies 
decided they would reimburse only the 
actual procedure performed as verified 
by medical coding and stated under the 
International Classification of Diseases. 

Now, while this helped insurance 
companies, it started impacting the 
quality of healthcare. For instance, if the 
insertion a stent meant that a patient 
had to be in hospital for three days, doc- 
tors discharged him in 24 hours. This is 
because the insurance company would 
not reimburse for procedures done in 
addition to inserting a stent, unless the 
doctor accounted for them. 

The only way hospitals could offer 
high quality services was by cutting 
costs. So, the US government introdu- 
ced the HIPPA (Health Insurance Porta- 
bility and Accountability Act) in 1996. It 
has guidelines on transaction, privacy 
and security. The first outlines how in- 
formation is to be transmitted. The sec- 
ond shows how to store patient infor- 
mation, while security details the 
encryption on healthcare information. 

To make the migration to HIPPA 
norms easier, the government extended 
deadlines often — the latest being Octo- 
ber 2003. Even then, it’s a task easier said 
than done. Hospitals systems in the US 
use multiple technologies, even DOS- 
based systems like Medical Manager, 
which can't generate a cost report. 

Chennai-based Vision Health- 
Source, which started in this domain in 
1997, says its 30 hospital clients and four 
health insurance clients use 28 different 
systems in all. Also, says Vardaman Jain, 
president (operations), Vision Health- 
Source, “It is very domain intensive. The 
multiple software adds to the complex- 
ity, but we can now manage it; it takes 2- 
3 days to understand new systems.” 

So, while software like IDX, Siemens’ 
Signature 2 and PCN do the same thing 
— detailing the life cycle of a patient — 
the information is fed in a different way 





and the screens look dissimilar. 

Now a 30-bed hospital that wants to 
be HIPPA compliant will have to spend 
about $3 million. Part of this will be on 
software. Cognizant has 1,000 people in 
this area in Bangalore; Hyderabad- 
based AHS and Gurgaon-based iHea- 


Ithcare also do software development. | 
Then, to convert existing data to the | 


HIPPA format, and cut costs, hospitals 
need to offshore BPO functions. To be- 
gin with, the $350-billion administrative 
functions and $50-billion billing and 
coding tasks can be offshored. These are 


now coming to India (and nations like | 


the Philippines). Currently, such pro- 
jects are in the pilot stage; the next 12-18 
months should see big-ticket ramp ups. 
The next level of business coming to 
India is forms processing, fetching $3-6 
per hour per per- 
son. This includes 
scanning hand- 
written docum- 
ents, converting it 
into an electronic 
form and sending 
it back. Ahmeda- 
bad-based Ideal 
Solutions started 
dental claims 
forms processing 
four months ago 
with 45 people. 
Then there are en- 
rollment services, 
where insurance 
firms explain the 
benefits of plans to 
potential customers, even corporate 
clients. These fetch $8 an hour. 
Company health analysis is an area 
where the medical history of all employ- 
ees of a company are analysed to inter- 
pret the health risk of a company. The 
analysis could conclude that 10% of a 
firm’s workforce has a heart attack risk 


NAMAS BHOJANI 





while 15% are prone to accidents. This | 


helps the firm plan out corporate med- 

ical policies. It fetches $12-14 an hour. 
Coding and billing offer higher rates 

of up to $8-15 per hour per person. This 


| claims adjudication. Hinduja TMT, 

| AHS, Vision Healthsource and exl Ser- 

| vice.com offer these services at a billing 
rate of $10-17 per hour. The agent veri- 
fies a claim and can accept or reject it. 

As healthcare BPO players mature, 
other businesses like claims repricing, 
medical diagnosis and actuarial work 
could come in. Currently, companies 
make do with training graduates, but for 
higher processes like coding, doctors 
would be needed. 

That’s where AHS claims to have a 
head start. It can tap the group's 16,000 
strong hospital workforce for specialist 
services. AHS got into BPO two years 
ago and has 150 people now. It plans to 
grow to 250 by the year-end and 1,500 by 
end 2004, By then, it expects to start an- 
other facility in Chennai. 


Avinash Vashistha, 
CMD of offshore 
advisers NeoIT 


“40% of US 
medical 
companies 
outsource 
today. They 
will come to 
India to save 
at least 25% 
of total costs” 


Meanwhile, Vision Healthsource, 
which Perot Systems acquired for $10 
million about two months ago, claims it 
can access its parent's 1,500-2,000 client 
base in the US. And Paramount Health- 
care, part of reinsurance giant Munich 
Re, will start pilots in December. Around 
then, Cognizant, too, will kick off pilots. 

The margins for vendors currently 
range between 25% and 30%. Though 
Nayan Shah of Paramount Healthcare 


| estimates they could even be 50% for 


involves recording of the procedures | 


performed against which insurance 
firms give payments. Interested parties 
include US government-owned Medic- 
aid and Medicare covering 32% of the 
population and private insurers (53%). 
At the top end of the spectrum is 
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early movers. Once the field gets 
crowded, margins will stabilise at 22- 
25%. The high degree of specialist skills, 
training costs (Rs 50,000-70,000) and 
lead times of 12-18 months will keep the 
fly-by-night operators away. That 
should ensure that healthcare BPO does 
not go the transcription way. E 
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UBHINDER Singh Prem, ex- | 


ecutive director, Reebok, is 


terribly impressed by Karan | 


Tomar, one of Reebok’s 85 


franchisees in India. Twenty- | 
| Unilever, generated 18,000 downloads | 


one-year-old Tomar has what 
Prem jokingly calls ‘an extra battery’. On 
a weekend in May this year, on his own 
initiative and using software that he had 
created, Tomar sent out around 250 
SMS messages. Through these he in- 


formed customers who had already | 


shopped at his Reebok Store in New 
Delhi’s Ansal Plaza (and had agreed to 


receive these messages) about a new | 


range of shoes and apparel. As a result, 
store sales rose by an amazing 150%. 


Now Tomar sends out such SMS | 


messages every third or fourth week- 
end, at around 4:00 p.m. or so, when 
there is anew product range or a special 
deal going. The idea is to catch people 


who are planning to go shopping on the | 


weekend or even those who might al- 


ready be in that area. Sales go up byan | 


average of 40-50% every time Tomar 
sends out these messages. 

Tomar and Reebok are among the 
dozens of companies and 
small businesses smitten 
by the hottest new tool in 
the marketer's kit — SMS. 
Unilever, Foster’s, Sony, 
NDTV, Cadbury, the RPG 
Group, Pepsi and Star In- 
dia are a few of the scores 
of companies that are in- 
creasingly using SMS for 
marketing. Some compa- 
nies, typically those in the 
media business, do it to 
eventually create a rev- 
enue stream for their 
news, shows, songs, astrol- 
ogy or other content. For 
example, 10-15% of india- 
times.com’s revenues 
(they will not disclose the 
amount) come from SMS, 
claims Mahendra Swarup, 
CEO, Times Internet. Most 
companies like Reebok, 
Unilever or Foster's use it 
like any below-the-line 
tool — to create aware- 
ness, generate curiosity, 
elicit feedback, induce 
trial or even to bring about 
a short-term spurt in sales. 
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| ternet to eventually sell 25% of the 


They find that it works. Domino's 
SMS campaign on indiatimes.com’s | 
8888 saw a threefold increase in the sale | 
of its pizzas in New Delhi late last year. A 
promotion for Axe, a deodorant from 


of the Axe logo and tune. Aaj Tak intro- | 


| duced a healthcare show in the after- 


noon slot based on SMS feedback to its 
2424 number, says TV Today CEO G. Kr- 
ishnan. In Mumbai, Shringar Cinemas’ 
five-screen multiplex Fame Adlabs gen- 
erates about 20,000 SMS messages a | 
month from filmgoers, roughly 10% of | 
which convert into ticket sales. These 
account for about 2% of all the tickets 
that Fame sells, a figure that Shringar di- 
rector Shravan Shroff hopes will rise to | 
10% ina year. 

In New Delhi, PVR Cinemas has 
started offering details on films, the PVR 
theatres they are being screened in and 
contests promoting films. In a couple of 
months, it will start selling tickets via 
SMS. Ashish Shukla, vice-president (op- 
erations), PVR, expects SMS and the In- 





25,000-odd tickets it has up for sale | 


je 


from L to R) Prem, Tomar and 
Bhardwaj: using SMS to push 
sales for this Reebok store 
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every day. Even film producers are get- 
ting into the game. Remember that SMS 
that flashed around earlier this year 
quizzing who was the undercover cop in 
the movie Kaante? Several filmmakers 
use similar teasers to create a buzz 
around their movies. Pubs, hotels, travel 
agencies, boutiques and even beauty 
parlours use it albeit on a smaller scale 
— to remind customers that they are 
due fora haircut, that there is a sale on or 
about happy hour deals. 

This has led to that inevitable ecol- 
ogy of services that develop around any 
new marketing tool. Mobile2Win or Ya- 
hoo! among several others, form a string 
of firms springing up to offer ‘mobile 
marketing’ services. Neville Tarapore- 
walla, director, Yahoo! India, works with 
clients like BBC and Pepsi on their SMS 
campaigns. Mobile2Win has created 
and executed SMS campaigns for L'O- 
real, Jet Airways and Paramount Pic- 
tures among half-a-dozen other clients, 
each spending anywhere between Rs 1 
lakh-1.5 lakh a month. Most, claims 
vice-president (marketing) Rajiv Hi- 
ranandani, are coming back for more. 












Companies are 





if 


target consumer! 


the marketer's 


More SMS More Money 


Why are they doing so? Sure SMS is im- 
mediate, young and with the consumer 
all the time. It is also very fashionable — 
just like the Internet was a couple of 
years ago. However, is everyone making 
too much of a fuss about being able to 
send 160-character messages to con- 
_ sumers? Isit being hyped just like the In- 
ternet was three years ago? It is not ifyou 
consider the numbers of what has just 
started. In 2002, the world saw about 
366 billion messages being exchanged 
among 1.3 billion mobile phone users. 
In India over 15 million mobile con- 
sumers represent a buying class that al- 
most any marketer would like to con- 
nect with. 

While the numbers on 
how many SMS messages 
flashed across India in 2002 
are hazy, rough calculations 
put it a shade over 5 billion in 
2002. Multiply that by Rs 1.50 
per message to get Rs 750 | 
crore and you know exactly | 
where the opportunity lies for 
telecom and media/enter- 
tainment companies and | 
other marketers. 

First take telecom compa- 
nies. Most are loath — and | 
very rightly so — to part with | 
subscriber phone numbers | 
for any direct marketing cam- | 
paign since consumers will 
inevitably not appreciate get- 
ting unsolicited messages. 
However, the revenues are 
tempting. Bharti, for exam- 
ple, got over 3% of its rev- 
enues in March 2003 from 
SMS, up from 2.3% in March 
2002. That is true for the rest 
of the telecom industry as 
well, SMS is a small but fast- 
growing portion of the lucra- 
tive $8.2-billion (or Rs 37,720 
crore) Indian telecom pie. To 








keep SMS traffic growing, most telecom 
companies usually encourage their use 
for contests or promotions run by other 


| companies and split the revenues with 
them. That is exactly why the state- | 


owned Bharat Sanchar Nigam (BSNL) 
has tied up with indiatimes.com, NDTV 
and CellNext for content-based SMS 
services. Combine this interest in push- 
ing up SMS traffic for telecom compa- 


| nies with the revenue opportunity for 


media/entertainment companies like 
indiatimes.com. 

indiatimes.com, for example, gener- 
ates 1.5 million messages a day claims 
Swarup. A bulk of this comes from dat- 
ing; essentially two people who chat 
with each other anonymously using 


their cellphones and passing messages | 


via 8888. A typical session generates 
anywhere between 25-30 messages. 
That’s a whopping Rs 82 crore that Air- 
Tel, Hutch and BPL Mobile among oth- 
ers, would take away. Since it is gener- 
ated through 8888, anywhere between 
20-40% is shared with indiatimes.com 


depending on the arrangement be- | 


tween the telecom company and india- 
times.com. If an AirTel consumer sends 
a message to a Hutch consumer while 
dating via 8888, AirTel and india- 
times.com split the revenues in an 
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agreed ratio. However, 8888 works be- 
cause almost all the major telecom 
companies have agreed to be part of it. 

Hutch, for example, may be receiv- 
ing messages from AirTel subscribers or 
vice versa. Most agree to hold hands 
with rival telecom companies on acom- 
mon number because the larger the 
number of telecom companies onto a 
common number, the higher could the 
number of SMS messages and, there- 
fore, revenues, it could generate. That 
makes SMS very lucrative for both the 
telecom and media companies and ex- 
plains why indiatimes pushes 8888 ser- 
vices through its group newspapers 
(The Times of India and The Economic 
Times) and radio stations (Radio Mir- 
chi). Swarup expects indiatimes.com, 
owned by Bennett, Coleman & Com- 
pany, to break even on its Rs 20-crore in- 
vestment in servers and software for 
SMS, by 2004. 


More SMS, Better Marketing 


While the revenue linkages for 
media/entertainment companies seem 
clear, not all are going down that path. 
Like most FMCG (fast-moving con- 
sumer goods) and other marketers; Mri- 
nalini Gupta, vice-president (market- 
ing) at Hindustan Times reckons that 
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SMS for her is a “marketing tool”. “We 
are not looking at significant revenues 
from it currently,” she adds. Broadcast- 


ers like NDTV are keen to figure out au- | 


dience responses to shows and use it as 
a “feedback and interactive tool” as 
Vikram Chandra, CEO ofndtv.com, puts 
it. He points out that one episode of the 
NDTV 24x7 show Doctor NDTV (this 


one was on mental illnesses) generated | 


roughly 200-250 SMS messages while 
the show was on. He is seeking precisely 
that kind of interaction with viewers on 
specific NDTV content through SMS. 
“Eventually, sure, we would like it to get 


revenues for us, but only from our news | 


content,” he says. What’s left unsaid is 
that unlike, say, an indiatimes.com or an 
Aaj Tak, NDTV will not attempt dating or 
contests to push up traffic. 

Krishnan of Aaj Tak thinks that the 
contests and questions help figure what 


people are watching, when and why. | 
The 1 million messages it got on one | 


contest on a single day during the World 


Cup set it thinking. Considering that the | 


channel's coverage of the World Cup 
was hardly extensive, this reaction to 


one sponsored contest meant that peo- | 


ple were watching sports on Aaj Tak, es- 
sentially a hard-nosed news channel. 
That prompted the channel to send a 
correspondent to London to cover 


Wimbledon. “For me, it means more | 


viewers and stickiness,” 
reckons Krishnan. Other 
media companies agree. 
Sony, for instance, used a 
five-question contest on 
Devdas to generate interest 
and push up viewership for 
the movie on MAX. 


The SMS Primer 


If it seems as if media/en- 
tertainmentare the biggest 
users of SMS, it is only par- 
tially correct. Sure, globally 
broadcasters and publish- 
ers have been the first few 
users of SMS and they re- 
main arguably the biggest 
users so far. The Guardian, 
BBC, MTV UK and Fox Kids 
Europe among scores of 
others run some SMS con- 
test or the other on their 
shows or in their newspa- 
pers. Even in the US, it is 
polls, contests and quizzes 
on shows like American 


Idol that have demonstrated the power | 


of SMS. The show has received more 
than 2.5 million messages in a country 
where most promotions draw a sneer. 
However, going by what works, SMS 
is also suited to FMCG companies and 
the retail and travel industries. And the 


alles are riding the SMS wave 
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Launch ‘at NFL range 
Film Kaante, Bhoot, Gangaajal, Chalte Chalte. Most 
Industry major releases use it to generate curiosity 
PVR Cinemas Film information and contests 
HLL Ei Download logos and tunes of Axe and Rexona 
Foster's Contest for Grand Prix 
oe Headlines, contests 
RPG Group Contest on Ceat cricket ratings 
Pepsi p ; Chats with cricketers, Fido-Dido promotions 
Aaj Tak Contests during World Cup, news 
NDTV 5 On specific shows and news headlines 
Cadbury te erent from a Cadbury vending 
Fame Adiabs Book tickets 
indiatimes.com Dating, contests, news 
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Times Internet’s Swarup: 
SMS is a revenue stream 





| excitement 





indiatimes 


two lessons that hold true for media 
hold true for the other categories and 
markets too. 

The first one is that “SMS cannot 
work in isolation, it is an informative 
add-on to the main campaign,” as Prem 
of Reebok says. It is what Pradeep Gid- 
wani, managing director, Foster's India, 
calls an “event enhancer’. When Reebok 
launched its NFL (National Football 
League) range of sportswear in June this 
year, itran an SMS campaign along with 
Hutch. Over 1.5 lakh Hutch subscribers 
were asked to ‘Click for kicks’ in a con- 


| test that generated 15,000 SMS mes- 


sages over five days. The idea behind 
most questions in the contest was to 
create curiosity about the NFL range, 
says Himanshu Bhardwaj, general man- 
ager (marketing), Reebok. In spite of the 
around the medium, 
Reebok spent 70% of its launch budget 
on press advertising, 15% on in-store 


| promotion, 10% on the Internet and just 





| about 2% on SMS. 


The response from Tomar’s own lit- 


| tle campaign, and that from the NFL 
| range have convinced Prem to up his 


SMS spends to 8% in the marketing 


| budget being finalised for 2004. But to 


his mind, SMS is a quick-fix, generate- 
some-excitement medium, not one of 
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| 
the main media like, say, TV or print on 
which you can run an entire campaign. 
He compares it not with mass media, 
but with direct mail. “I have tried direct 
mailers and if I am lucky, I would have 
got a 5% response, with SMS I got a 10% 
response,” he points out. It is also cost- 
effective he thinks. Against Rs 10 per re- 
sponse for a direct mail, all SMS costs is 
the prize money or, say, a pair of shoes.or 
the T-shirts that are given away as gifts. 
The second lesson is that because it 
is intrusive, “SMS campaigns have to be 
pull-based,” says Hiranandani. (See 
‘They Are Spamming Our Cell’) That’s 
correct. If you bombard people with un- 
solicited SMS messages on your ser- 
vices, all you will get is “angry con- 
sumers,” as Shroff puts it. So, for 
example, Tomar or any other retailer 
usually send SMS messages only to peo- 
ple who have shopped and opted to re- 
ceive promotional messages. For exam- 
ple, IDEA Cellular has started the 
m-coupon in Delhi. Using this an IDEA 
subscriber can avail himself of dis- 
counts on various products. For this he 
will get an SMS that specifies the dis- 
count. All he needs to do is show the 
message at the counter to get the dis- 
count. But he has to opt for the m- 
coupon first. Maybe that gives a com- 





pany a small base to play with, 
but “one can pinpoint the tar- 
get group demographically 
with great accuracy,” says Mo- 
hammed Ameen, senior prod- 
uct manager, Unilever. 


The Future: MMS Marketing 


Due to its similarities with di- 
rect marketing, consultants 
sing paeans to the possibilities 
for ‘customised marketing’ 
with SMS, but they did that 
even with the Internet. The fact 
is that as cell phone users and 
usage increases, the clutter is 
bound to go up and responses 
might just slow down. What 
might save SMS from becom- 
ing just another direct market- 
ing tool is the content possibili- 
ties contests, dating, 
film/song clips, information, 
ringtones, emerging technolo- 
gies like MMS (multimedia messaging) 
and, of course, its ubiquitousness. 
Currently, the content could be any- 
thing that is text-friendly. However, with 


MMS coming in, the ability to send au- | 


dio-visual messages with the same 
speed and ease as SMS, the whole game 
could change. During the World Cup, 


They are spamming our cell 


for you. Cellphone spam could either be one of those unreadable chain- 


D O marketing messages on your mobile phone bother you? If they do, this is 


mantras or a joke or a message from your cellphone company or someone 
selling something. For example: “BPL-Mobile offers a 20% discount on all 
purchases at Shoppers’ Stop between September 4-10.” 

Unlike email service which is by and large free, cellphone service is paid for. 
Even if incoming calls and messages are free, the fact is that spamming on the 
cell is an intrusion of privacy. Many companies do not ask consumers whether 
they are willing to receive calls or direct marketing messages from a Reebok or a 
Pepsi. This is legally shaky ground for most telecom companies and marketers. 
Are they allowed to give out your numbers to direct marketers? Not unless you 
opt for it. In the US, where spammers have taken to SMS almost instantly, the 
amended Telephone Protection Act of 1991 covers unsolicited cellphone traffic 
with a $500-fine for offenders. India still doesn’t penalise cellphone spamming. 

Secondly, spamming on the cell costs you money. For example, have you 
ever wondered where the SMS jokes originate from. You got them from your 
friends but who sent it to them? It has always been argued that many of the 
messages are generated from one of the many mobile phone companies. Even 
if they are not, you pay to forward them to your friends. One estimate puts the 
share of such messages, both personal and corporate, of the total SMS traffic at 


over Rs 100 crore. Does that tell you something about why they crop up? 
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mpaigns have to be ‘pull-based’ 





2Win’s Hiranandani: SMS 


Hutch brought alive key bits of action 
for subscribers who had a state-of-the- 
art Sony Ericsson P800. “In two years, 
you will be hard-pressed to find a non- 
MMS phone, that is when the market 
will be where we want to be,” reckons 
Viren Popli, senior vice-president (inter- 
national business licensing and wire- 
less), Star India. NDTV and a host of 
other broadcasters who would love to 
send clippings of shows and stars are 
waiting with bated breath for MMS. 
Swarup claims that indiatimes.com is 
already testing some MMS services. Hi- 
ranandani points to a Java-based game 
that consumers downloaded on their 
cells as a part of the promotion for Ma- 
trix Reloaded. 

MMS, reckons Popli, will ensure that 
revenue sharing starts meeting the 
global norms of 60:40 in favour of the 
content company. “Telecom companies 
don't have the capability to build con- 
tent, they should be focussing on get- 
ting subscribers,” says Popli. 

With richer content as the quality of 
traffic and the value from each message 
goes up, SMS could start contributing to 
toplines in significant numbers think 
Popli and Swarup. It also opens the door 
for more innovative promotions for 
marketers. Wait to see a chilled glass of 
beer foaming on your mobile phone 
just when you are leaving office after a 
hard day. E 
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FANS TO | 


edia the name that took the market by storm in 
Ke 1980's with its high quality fans is now all set for 

action replay. The only difference is this time Kedia 
is geared to invade the arena of Multi Level Marketing with a- 
unique range of personal care, home care and health care 
products which will cater to all individuals. — 
In an exclusive interview Probuddha ‘Ganguly. Head es and 
Marketing of Kedia Stride 
says that the Kedia Group 
Started in the 1950's, was a © 
dream realized by the group 
Chairman Shri Ram Narayan 
Kedia, a man known for his 
idealism ethical business — 
practices and most of all his 
philanthropic approach to life. 
He laid the foundation for the 
group by setting up Dal, Rice 
and Khandsari units. His son 
Shri Ratan Kedia with hard 
work and dedication bore the - 
fruits when, in a very short span of time the company set up 
Kedia Electricals Limited and started manufacturing fans which 
not only became a huge success but also set new standards 
for the fan market. 
With Kedia Electricals Limited as its flagship company the 
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ASTRUM 


SERCON 
Astrum Sercon Presents 
Strategies for Growth 
Workshops for Business Leaders 
ASTRUM SERCON 
Astrum Sercon is a training consulting organisation enabling its 
clients to meet their business goals by designing and delivering 
solutions that develop their people competencies. 


Programme Director: V. N. Bhattacharya 
Date & Time Workshop Fees 
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0 RT ures — Rohit Extractions Ltd. And RNK Agro 


& Chemicals Ltd. followed, both carrying forward Kedia’s in- 
herent qualities of success and growth. 

He further says that Kedia Stride is now all set to prove its 

mettle yet again with its new Multi Level Marketing venture 

under the leadership of Mr. Rohit Kedia and Mrs. Ruchi Kedia, 





Me Executive Directors of the company, Kedia Stride plans to 


launch its range of prod- 
ucts in the month of Sep- 
tember 2003. 

Armed with MLM expertise 
and a unique wide range 
of products that promise 
| customer unmatched value 
for money, Kedia Stride 
plans to market its prod- 
ucts through Independent 
Distributors rather that the 
conventional retailing. By 
adopting this strategy, 
Kedia Stride, in addition to 
reaching customers on one to one basis, gives these distribu- 
tors a business opportunity, which could be a good source of 
income for them. 

Kedia stride is the Kedia Group's new stride to success-A new 
name to recon with in Multi Level Marketing. 


E 


Je 


N 


E 


Spot on! 


The Businessworld Classified section gets you 
straight to readers who're interested in your products 
or services. Read by decision makers across business 
segments, Businessworld is just the right environment 
to get noticed in. Advertise with Businessworld 





Classifieds, zoom focus on your consumers. 
. 
Businessworld 
For advert sing in Businessworld Classified Delhi a 
9810508972, vijayasaran@hotmail.com; Mumbai- A a Ro 4( 
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Are innovative 
firms bound 
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tO 
die? 


IN early 1966, Edgar Schein received a 
phone call from Digital Equipment Cor- 

poration (DEC), asking if he would like 
to do some consulting for the company. 

Schein, a professor at Massachusetts In- 

stitute of Technology’ Sloan School of 
Management, specialising in social psy- 

chology and group dynamics at that 
time, agreed. 

Over the next 26 years, Schein, the 
Sloan Fellows Professor of Management 
Emeritus today, had a ringside view of 
the rise and fall of DEC. He was watching 
as under founder Ken Olsen, DEC's hard- 
core engineering culture took root. 
Schein was around as the market 
changed, but DEC refused to change the 
way it worked. And he was present at the 
finale when Olsen abruptly quit, prod- 
ucts were axed, and employees were fired 
ina final desperate attempt to survive. 

According to Schein, DEC isn't just 
another story of management hubris 
and inability to respond to change. It of- 
fers a more fundamental lesson. DEC's 
nemesis was the same force which had 
made it the second-largest computer 
company in the world — its culture. In 
his book, DEC Is Dead, Long Live DEC, 
borrowing from his years of experience at 





the company, Schein narrates a caution- 
ary tale about how hard it is tochangean 
organisation's culture. To understand 
more, BW spoke to Schein. Excerpts. 


E Why did you write a book on DEC? 
The reason for writing the book is that I 
had a lot of information about DEC 
based on my experiences. I had a story 
to tell that.I felt was not known. Most of 
the explanations about why DEC didn't 
succeed are very superficial — it missed 
the PC market, it held on to proprietary 
products for too long. While everybedy 
seemed to know what happened, no- 
body knew why it happened. 

The answer lies in how culture 
evolves. The very culture that enabled 
DEC to be innovative for three decades, 
and become the No. 2 computer com- 
pany in the world, failed to evolve as the 
company grew and faced new market 


demands. DEC was created by a group | 


of engineers with an idea for the future 
of computing. That idea was so good 
that they became a success for over 30 
years. They built a set of values which 
were geared to innovation and engi- 


MIT’s Edgar 
Schein has 
very strong 
views on organi- 
sational culture. 
He believes 
business theory 
has got it all 
wrong — it is 
impossible to 
transform an 
innovative com- 
pany into a 
business-driven 
ONE. by M. Rajshekhar 








neering. There was lots of freedom, lots 


money gene. They were never in busi- 
ness for business reasons, they were al- 
ways in it for innovation and creativity. 


As the market changed, and com- | 


puters became commodities, DEC was | 


not only unable to make the change, it | 
didn't even want to. Because that meant | 


becoming a different kind of organisa- 


tion, and giving up many of the values it | 


had come to cherish over 30 years. 


E Such as... 


| Forinnovation, products should com- 


pete with each other internally. DEC 


funded almost every good idea which | 


any engineering group had. When the 


market changed, they could not decide | 


which products to gamble on. They kept 


doing everything. And so, everything | 


was late, and nothing was really com- 


petitive. For example, three different | 


groups inside the company were devel- | 


oping the personal computer. They 
said, well, internal competition is good, 


let the market decide. But, in the | 


process, they all failed. 

The best example is that DEC was si- 
multaneously building a large, water- 
cooled computer which was a brand 
new technology at that time, and very 
expensive. At the same time it was 
building the Alpha chip, which was an 
equally great drain on its resources. 
Most people agree that they couldn't do 
both simultaneously. But they tried to 
do both because, internally, both engi- 
neering groups were convinced that 
they were the answer to the future. 


Innovation benefits from lots of de- | 
bates and arguments. These were highly | 


valued in the decision-making process 
at DEC. But, as the company grew, the 
debate between groups was biased by 
group leaders trying.to protect their 
own turf. Each of the groups believed 
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| they had the 
of encouragement for creativity. But the | 
company never had what I call a serious | 


right answer and neither 
Ken Olsen nor the board at that point 
could make a determining decision. 
There was no mechanism for deciding 
between competing groups. 


E Why was it so hard to change this 
culture? 

Partly because people loved it. It was an 
environment where everyone was taken 
seriously, where people could make real 
innovations. Also, remember that the 
company was successful for over 30 
years. Itis very easy to convince yourself 
that this is the way to run a company, 
because it continues to be successful, 

Also, DEC was an engineering-dri- . 
ven company, founded by electrical en- 
gineers and academic types. Whenever 
business types joined, they would not 
find support to a point where some of < 
them would leave. You could almost 
think of it as an immune systern that the 
culture created. Other values, particu 
larly commercial ones, didn’t get prior- 
ity over innovation and creativity. 

But we have to understand that itis 
possible to create a very financially suec- 
cessful business even without the busi- 
ness gene. If the ideas are good enough, 
a company will succeed even though it 
is very inefficient, misuses its resources 
and does other things that, from a mar- 
keting or business point of view, would 
be very bad ideas. 


E Didn't they see that as the market 
commoditised, some of the old values 
would have te be jettisoned? 

They did see the change coming but the 
business gene wasn't there. So, they con- 
vinced themselves that they could con- 
tinue to grow by innovation. Thai atti- 
tude lasted till the end. Every time the 
business managers said, ‘We have to get 
more efficient’ or ‘We have to-put cost 
controls in’ the engineering types said, 


EDGAR SCHEIN 





depth Pelkey 


‘Why? We can grow our way out of this. 
Just look at our next two products’. 
What they should have noticed is 
some very good business-oriented 
managers began leaving in the 1970s 
and 1980s. Other consultants and I did 
bring this to the notice of the company. 
But the management was always confi- 


dent that problems like inefficiency | 
would take care of themselves as they | 


kept growing. 
That is the paradox — it is not the 


lack of knowledge, it is the lack of desire. | 


They would have had to curb some of 
the freedoms, they would have had to 


kill projects, they would have had to, as | 
some people say, eat their own children. | 


That is very painful. They didn't feel they 
had to do that. 


Also, the founder was a part of the | 


problem. He believed in innovation and 
individual responsibility. So, any steps 





would have to be taken by the board of 
directors. And it didn’t have any power- 
ful people who really understood the 
computing industry. Even if they did, 
they would have had to bring in a new 
leadership. And if they had done that, 
the best engineers would have left the 
company, saying that this is no longer 
where I want to work. So, the company 
might have survived economically. But 
as a different kind of company. 


E Can't a leader distance himself 
from the culture to know when it is 
becoming a handicap? 

There are not too many examples of true 
technical entrepreneurs who have 
made this transition. Even the recent ex- 
periences at Silicon Valley suggest that 
leaders who are founders rarely make 
this transition. Their boards usually 








have to kick them out. Even a leader 
who sees change coming will have a 
hard time remaking the company with- 
out firing a large number of people liv- 
ing by the old values. Ken Olsen would 
have had to fire several of his top engi- 
neers whom he cared about and had 
faith in. It would have been a very diffi- 
cult thing for him to do. That is why I say 
the board is maybe the only place where 
this can happen. And it would probably 
have to fire the founder in the first place. 


E So, how do companies avoid 
getting into such a culture trap? 


which should have died. 


®& That is a dire prognosis for 
companies which take pride in their 
innovativeness. They should then find 
a business model which supports their 
culture. 

A culture of innovation doesn't scale up. 
As a company grows, it must either find 
a way to break away small units which 
continue to innovate, or abandon inno- 
vation as a strategic priority. Also, differ- 
ent organisations with different cultures 


| areneeded at different stages in the evo- 


I am not sure that companies can avoid | 
getting into suchaculture trap. Business | 


books always have a solution for every- 
thing. I am trying to be a bit more prag- 
matic. Some problems don't have an 
easy resolution. Companies do die. 
Wang could not make this transition. 


“Olsen would have had to 
fire many top engineers and — 
that would have been very — 
_hard. The board alone could 
- do this and it would pais to- 
fire the founder first” 


È ON DEC FOUNDER KEN OLSEN po 


Neither could Polaroid. It is not some- 
thing which you can necessarily fix un- 


less the entrepreneur is able to see itand | 


chooses to abandon some ofhis original 


values. But you cannot say he should see | 
it — some do, some don't. It is very easy | 
for us to say what the entrepreneur | 
| should or shouldn't do. But it is very dif- | 


ficult to predict if they, in fact, will do it. 
Business books are written on the 
premise that the business gene is there 


| is every company. And that it is just a 
| question of figuring out how to become 
| economically successful. But, I think, if | 
you want innovation, you have to con- | 


sider the possibility that you will create 
organisations that will die. They will in- 
novate. They will influence technology 
but they will not make that transition. 
Why do we say DEC should have sur- 
vived? Maybe it’s the kind of company 
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lution of a market. Current business 
theories are too locked in making a ma- 
ture corporation in a mature market not 
only economically effective, but innova- 
tive as well. That may be just as difficult 
as making an innovative company eco- 
nomically effective. In a developing 
market based on new technologies, you 
may need more organisations like Digi- 
tal, many of which will not survive, but 
will create an industry. Thus, playing 
their role as innovators. 


Bi If a company recognises it has to 
change the way it operates, how do 
managers start the change process? 
There are two kinds of anxiety associ- 
ated with learning — learning anxiety 
and survival anxiety. Learning anxiety 
comes from being afraid to try some- 
thing new for fear that it will be too diffi- 
cult, or that we will look stupid in the at- 
tempt. Survival anxiety, on the other 
hand, is the realisation that in order to 
make it, we will have to change. 

Now, change will only happen if the 
survival anxiety is more than the learn- 
ing anxiety. And most managers make 
the mistake of increasing the survival 
anxiety rather than decreasing the 
learning anxiety. It is a mistake because 
that just creates more tension and de- 
fensiveness if I am convinced I cannot 
learn the new things I have to learn. If 
the leadership has convinced me that 
the vision of the future is non-nego- 
tiable, | already know I have to change. If 
my leadership also tells me that they will 
help me change, that I will be involved 
in choosing the mechanisms by which I 
will learn, that they will give me the time 
and resources to facilitate learning, and 
that they will provide coaching, all of 
that will reduce the learning anxiety, 
and that works. @ 












Trust Kirloskar Pumps 














oe 





for Complete Peace of Mind 





E # 
mS a Pr > 
coo. KOS + Ge... MINI STAR ? ULTIMA 


= KIRLOSKAR BROTHERS LIMITED 






> 


10, Corporate Park, Sion-Trombay Road, Swastik Mills Compound, Chembur, Mumbai - 400 071 
Phone: (022) 25287558, 25289321. Fax: (022) 25289321, E-mail:rap@bom.kbl.co.in 


CASTOR WHEELS STATIONERIES 


Nose plastic surgery, Body Shaping (Liposuction) lsa o 
Hair Transplant, Breast Lifting, & Green Heert 
Firming(Implant),Removal of Hair by 

Cool Glide Excel Laser 

(Most Advanced Technology) 

* Pigmented lesions, TATTOO, Birthmark, 
Freckles, Naeves by Q - Switch 

Ndyag Laser. 


(SKIN POLISHING AND LASER FACIAL) 


ASHVIN COSMETIC & LASER CENTRE 
i ; z Mig, : EDEN PARK AGRO PRODUCTS PVT. LTD. Yerwada Nagar Road i 
Ph: 27881707 /08 Mob: 9820056479 Email: vkvij@vsnl.com Pune - 411006. Tel.:- 020 668 9995, Mumbai :- 022 3498 1242, E-mail : edenpark@vsnl.com 


STATIONERIES 













WHEAT GRASS ALFALFA 
Hygienically Dehydrated Powder Hygienically Dehydrated Leaf Powder 

Free ü: 
delivery 
by VPP 


Removes Toxins, Enhances Haemoglobin Aids in Arthritis Joint and Back Pain 


60 Sachets (60gm) for Rs. 186 only 
One Month Pack 




























How often do you waste time searching for $ ` Z2 
stationery items on your table or Cy¢ RECAE from IÈ GLEN 
| remembering where you have kept them ? d J > 
| Kores provides you the perfect solution in 
the form of Kompact Stationery Kit 
Kompact provides you 17 excellent 
products of the Kores range which you will 
need in your day to day working 
With Kores Kompact, you have all that you 
needwithin hands reach 


ISO 
9001 
The Name That Carries Weight 


wea: 


ğ | 
MANUFACTURERS & EXPORTERS 


Rexella castors PVT. LTD. | 
Tel: (91-22) 26873625,26874456,56921721 Fax:(91-22) 26873580 / 26874639 | 
E-mail: rexello@vsnl.com visit us at: www.asiansources.com/rexello.co, 
www.rexellocastors.com 


No. OFC13752 


So, make Kores Kompact ‘your faithful 
companion in every mission’ & save your 
valuable time 

Kores Kompact is attractively designed & 


makes a perfect GIFT on any occasion Write a new chapter 
in achieving SUCCESS 






Kores (India) Ltd. 
Ma! Ko 
| 







SNOW SAGAR™ 


MFRS OF ESTD. 1900 
AIR CONDITIONER, CUSTOM HOUSE AGENTS, 
AIR COMPRESSOR & FLEET OWNER, Packers and Movers since 1975 
DEHUMIDIFIER. SPECIALIST. TANK NO : 1 HOUSEHOLD GOODS MOVEMENT COUNTRYWIDE 
AND ALSO RENTAL Website: www.leopackersindia.com 
REPAIRING SERVICING CONTAINERS & HAZARDOUS E-mail : leo_hyd@satyam.net.in 
OF ALL TYPES OF CHEMICALS. Leos Country wide branches :- 
COOLING EQPT. | Branch Baroda, Ahmedabad, Secundarabad :- 27848085/27840384 Fax: 27849115 
x | j AY Bangalore :- 660 0803/6514016 
E Į nanai | CFS CWC (JNPT) Mumbai :- 2567 2924/2567 7025 
w JE _— y NTC House, Narottam Morarji Marg, Delhi :- 25069950/25063199 
annama th Mi Deane tute Ballard Estate, Fort, Mumbai-400 038. Chennai:- 2378 3212/2378 3221 
10, Navratna Apartment, Asara Colony Rd, Tel. (022) 2270 0664 / 0436 / 2261 1897) Ahmedabad:- 6775578/2190019 
Datta Pada, Borivall (E), mumbai -409 066 563045 16 / 22615870 Fax:2263 0201. Pune :- 693 2402/6932510 


Tel; 2808 7847, 2808 1277, 2897 3897 tek 
Email:snowsagar@hotmail.com Email: viren@bomS.vsnl.net.in 


Kolkatta :- 25577203 











A 


“DO LAKH RUPAIYE”. TWO LAKH 
rupees. Hargun Singh, badge number 
233, pauses infinitesimally to savour my 
expression when he drops that figure 
before carrying on with the conversa- 
tion. No, he doesn't plan to transfer his 
Hazrat Nizamuddin railway station 
porter’s licence anytime soon. But if — 
because of some unforeseen circum- 
stances — he is forced to transfer his li- 
cence, he expects to get Rs 200,000 for it. 

But then, he reiterates, he isn't plan- 
ning on transferring it anytime soon. 
Life as an Indian Railways’ licensed 
porter is pretty good. He acquired his li- 
cence in 1998, the last time the Delhi di- 
vision of Indian Railways was recruiting 
porters. (The Delhi division initiated a 
new recruitment drive for porters in 
2002, but the process hasn't been com- 
pleted yet.) He had heard about the ‘va- 
cancies’ from his uncle, another li- 
censed porter. He estimates that there 
were 10,000 applicants who had applied 
for the 45 vacancies — all in the Niza- 
muddin station. The recruitment 
process took two whole months, but 
was worth it. He was an electrician in an 
electrical shop before he got his licence 
and he earned Rs 1,500 a month there. 
The hours were long and there was 
nothing much to look forward to. His 
‘job’ now is infinitely better. On good 
days, he manages to take home over 
Rs 250. On even average days, he nets 
Rs 150. The timings are great — he lands 
up at 10 a.m. at Nizamuddin station and 
leaves for home by 4 p.m. Between 
trains, there is lots of free time. And 
there's no one to hassle him. Also, there 
are the perks that he is entitled to by 


A 
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THE PORTER ECONOMY 


Entrepreneurship, acquisitions, investment decisions... you 
will find examples of these in the oddest of places. Sure, they 
happen a lot in your normal corporate arena - but they also 
happen in street corners, in scrap yards, even in your railway 


station. In the New Delhi railway station, a porter’s licence can 
command a price of over Rs 2,00,000. Take a break from your 
normal work for a tour of the Indian Railway station, a classic 
example of the Licence Raj economy.by Mayank Singhal 









Hazrat Nizamuddin railway 
station, Delhi 

Would you believe some 
of these guys actually 
paid Rs 200,000 for 

their licence 
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virtue of being a licensed porter. 

Hargun Singh plans to work as a 
coolie till he grows too old to carry loads. 
And then he will transfer his licence. It 
will be worth a lot more by then... much, 
much more than the Rs 200,000 it 
fetches today. 


PORTER'S licence for any 
Indian railway station is 
granted on the behalf of no 
less a person than the Presi 
dent of India. Once selected, 
a porter is required to pay a 
one-time fee of Rs 10 as se 
curity deposit (refundable). And a 
monthly licence fee of Rs 10 (for A class 
stations with over 150 porters) or Rs 5 
(for B class stations, with less than 150 
porters) to the Indian Railways. In re 
turn for that, he is entitled to two sets of 
uniforms; a complimentary travel pass 
in asecond/sleeper class from his sta- 
tion of work to any station in India and 
back, once a year; medical facilities in 
the outpatients department for himself 
and his family in the Railways hospital 
of his station; free use of his station's 
waiting halls, canteens, latrines and, in 
some cases, the porter’s rest house (the 
coolie shelter); free education for his 
children ata Railways school, if there are 
seats vacant, and a few other things. 
Above all, the licence is granted for 
perpetuity. And it is transferable — un- 
der certain circumstances. It is this last 
privilege that is the most interesting. 
Simply because a porter’s licence, for 
which the porter pays Rs 10 a month, 
can be ‘sold’ for an enormous premium 
that can run into lakhs of rupees de 


THE PORTER ECONOMY 





pending on the station for which the li- 
cence has been issued. 

Welcome to the great Railway 
bazaar. It is a fascinating remnant of the 
Licence Raj economy, with its trade- 
mark shortages, its absurd regulations, 
its official perks, and the black market 
that inevitably becomes a part and par- 
cel of the system. 


Who wants to be a porter? 





Om Prakash Gautam 
Badge No. 194 

The resident of 
Seelampur, Delhi, 
entered the 
profession when his 
father, a licensed 
porter in Nizamud- 
din, was disabled 
due to an electric 
shock in 2000. 
Earlier, Om Prakash 
used to run a small 
plastic moulding 
business. In good 
times, the business 
used to earn him 

Rs 5,000 a month — 
roughly the same he 
gets from his 
current job 


pass that was mentioned earlier. 
Now, the unions are pressing for a 
few more privileges. The prime among 





them is free treatment for the porterand | 


his family as inpatients in the railway 
hospitals. In 1995, the unions had al- 
ready managed to get the outpatients 
department's free treatment facilities 
extended to the porter’s family. Prior to 


| that year, only the porter was entitled to 


And why should anyone pay a couple of | 


lakh rupees for a licence anyway? After 
interviewing over a dozen of Hargun 
Singh’s colleagues and peers at the Niza- 
muddin, Old Delhi and New Delhi rail- 


way stations, and assorted Indian Rail- | 


ways Officials, it became apparent that 
quite a lot of people were willing to pay 
those hefty amounts for the dubious 
privilege of becoming a coolie. 


Take the ‘job’ parameters first. Theli- | 
censed railway porter is not an em- | 


ployee of the Indian Railways — he is 
merely contracted by the Indian Rail- 


ways to offer his services to passengers. | 


Although the Railways are in no way 
obliged to provide monetary or other 
benefits to licensed porters, the porters 
are offered some facilities as a goodwill 
gesture. And, over the years, as the 
porters’ union has become stronger, the 
perks are getting better. 

Apart from the privileges already 
mentioned above, in 1998, the coolie 


became entitled to one Privilege Ticket | 
Order (PTO). Essentially, a PTO allows a | 
porter and his spouse to travel in a sec- | 


ond/sleeper class from his station of 


work to any station in India and back | 
once a year at one-third the normal fare. | 
This is, of course, apart from the travel | 


those facilities. 
But are even those privileges worth 
such a hefty amount? Yes, if you couple it 


with the earning potential and the ac- | 


tual time required for the job. As most of 


the coolies I met during the course of | 


this research pointed out, the coolie’s 
job had better work hours while paying 
the same as his previous profession. 
The coolie can choose his work 
hours — he can work two hours a day or 
12. In both the Nizamuddin station and 


the New Delhi railway station, the aver- | 


age coolie manages to earn over 
Rs 6,500 a month. That translates to 
about Rs 79,000 a year. In essence, 
Rs 200,000 forked out for a licence is 
equal to two and half years of earnings 


potential. If the coolie is prepared to | 


work harder and longer hours, he can 


recoup his investment more quickly. In | 


the Old Delhi station, the average earn- 


around Rs 3,000 or so a month. That gets 
reflected in the licence premium as well 
— an Old Delhi porter’s licence can be 
had for a little over Rs 1 lakh. 

Of the stations in Delhi, Nizamud- 
din is the most lucrative, according to 
the general consensus, and that is why 
the Nizamuddin licence also sells for a 
higher price than that for the New Delhi 
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station licence. 
So why is Nizamuddin more lucra- 


| tive? It is a simple question of trains to 


porters ratio. In Nizamuddin, 95 long 
distance trains stop and it has 281 li- 
censed coolies to service them. Also, be- 
cause the station is compact, the aver- 


| age distance the coolie needs to travel is 


quite less. While the New Delhi station 
sees more long distance trains — 170 — 
it also has far more licensed porters. 


| Currently, there are 1,453 porters work- 


ing in the New Delhi station. Old Delhi 


| station is the worst off with 1,001 li- 
censed porters servicing just 100 long 


distance trains. 

The working hours, the earnings po- 
tential and the privileges make the 
coolie’s job attractive to at least some 
segments of the working population. 
Most of the people who try to become 
coolies are farmers with marginal hold- 
ings. They sell off their land to pay the 
premium because they consider it bet- 
ter value for money. But poor farmers 
and farm labourers aren't the only ones 
who become coolies. 

Consider Om Prakash Gautam, 
badge number 194, a resident of See- 
lampur who is working as a coolie in 
Nizamuddin station. Om Prakash's fa- 
ther was a coolie but Om Prakash had 
set up a small plastic moulding busi- 
ness. However, he says, in good times, 
he used to earn Rs 5,000 a month from 
his business and in bad times, he ran up 
losses. When his father was disabled due 
to an electric shock in 2000, he thought 
of becoming a porter — after all, he was 
entitled to get the licence transferred to 
his name. He took the plunge finally 
when the Delhi government sent a no- 
tice to shut down his unit because it was 
flouting pollution norms. Om Prakash 
earns as much as a coolie now as he 
used to from his plastic moulding busi- 
ness. The only negative in his new job, 
he feels, is that coolies don't get any re- 


| spect. At some point, he will move back 
ings of a coolie are much less — roughly | 


to his business — but he will then pass 
on the licence to his brother. It is a pre- 
cious licence simply because it provides 


asort ofa safety net, he says. 


A coolie's earning potential is largely 
protected because the supply is limited 
even though demand — that is, the 
number of passengers and trains re- 
quiring their services — is going up 
rapidly. The Indian Railways bureau- 
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~ eracy has managed to do this because of | porter is medically unfit for work. The | 


its-sheer inefficiency. There are no 
proper measures to figure out how 
many coolies should be licensed given 
the passenger traffic in a station. The de- 
mand for porters is estimated in a fairly 
ad hoc manner. This ensures that a few, 
new licences are issued only once every 
three or four years in the Delhi division. 
And given the time taken to vet appli- 
© cants even for these new licences, there 
is always a demand-supply mismatch. 
And that is why, though the official 
rates for carrying loads — Rs 9 for up to 
40 kg luggage — are so low, the Railway 
officers readily. acknowledge that the 
Rs 30-35 that the coolie actually charges 
passengers for that weight is fair. So why 
the artificially low rates? The 
answer is typical: “It is because 
the official rates are so low that 
the porter charges Rs 30-35. If 
we fixed the rate at Rs 30, they 
would charge Rs 100,” one offi- 
cial told me. The fact that the 
Rs 30-35 that porters charge 
today are probably rates deter- 
mined by the market -— that is, 
few passengers would be will- 
ing to pay more — seemed to 


i 





person whom the badge is being trans- 
ferred to also requires a fitness certifi- 
cate from the railway doctor. Apart from 
that, the other conditions include: 

@ Providing an affidavit indicating that 
the applicant is the sole earning mem- 
ber of his family, thus proving its depen- 
dence on him; and that the transferee is 
his nearest relative 

E Another affidavit indicating that the 
transferee will bear the expenses of the 


applicant post-retirement, or of his | 


widow in case the licence belongs to a 
dead porter 

@ A no objection certificate for the 
transfer of the badge from both the 
transferee and transferor (or his widow, 


The ‘hadh’ system 


Porters follow a fairly systematic procedure while 
offering their services. For departing passengers, 
licensed porters use the queue system and get to the 
passengers in turn. ; 

The case of serving passengers arriving from 
other stations is slightly more peculiar. Whenever an _ 
outstation train is about to arrive at a particular 
platform, porters start to assemble there some 









transferring licences has given rise toa 
thriving ecosystem: Touts who promise 
to do everything — from getting the 
medical certificate, to preparing the affi- 
davits, and to making sure that the 
whole process is completed quickly — 
flourish in the shadows. Even legal heirs 
of the licences sometimes take recourse 
to touts simply to get the transfer done 
easily. Take Jeet Singh of Nizamuddin. 
When his father expired in 1998, he 
found it impossible to get the licence 
transferred the first time he applied for 
it. Finally, he paid Rs 20,000 to get it 
transferred in 2000. 

On an average, 25-30 licences 
change hands every year. In over 70% of 
the cases, the transferee is shown to be 
the brother-in-law (saala ofthe 
porter). In two recent cases 
(badge number 1028 and 1317) 
at the New Delhi railway sta- 
tion, the original licensees who 
were bachelors showed that 
they were transferring the li- 
censes to their saalas! 

It isn't as ifthe Railway au- 
thorities are unaware of the 
racket. In the early 1980s, the 
transferring of licences was 


minutes before its arrival. Along the platform there 


escape him completely. Á : even banned. But in 1988, Rajiv 
are demarcations that divide the platform length into Gandhi ordered its restoration. 
How to transfer a licence a number of parts, called hadh, each extending to Since then, everyone agrees 


about 50 metres, or equal to the length of a train 
compartment. In each hadh, only about four or five 


If you are lucky enough to get that at least half the transfers 





selected during the time that 
the Indian Railways is actually 
recruiting, you can get your 
porters licence for a mere 
Rs 10. But, on the other hand, if 
you have to actually ‘buy’ a li- 
cence, how do you go about it? 
The Railways specifies some 
fairly stringent norms before a licence 
can be transferred. 

According to the Railway board pol- 
icy, a licensed porter’s badge may be 
transferred to his son, or, if he has no 
son, to his near relatives in the event of 
his death or when he becomes too old or 


infirm to carry on with his duties prop- | 


erly. The list of near relatives specified 
includes the porters brother, his 
brother's son, and even his brother-in- 
law. It is the last one which is the most 
interesting because it provides just the 
loophole needed for the transfer trade 
to flourish. 

The transfer of badges requires a 
railway doctor to certify that the retiring 


porters assemble initially. There is tacit 
understanding that they approach the passengers 
and get customers according to the same order in 
which they appeared in the hadh. They do not try to 
undercut each other, at least in the beginning. 


in case of death) 
@ Police verification report of the 
transferee 
E Proof of residential address from the 
sarpanch 

The transferee should not have 


| worked as a licensed porter with the In- 


dian Railways in the past. Moreover, he 
has to show that he has no other source 
of income and, therefore, is in dire need 
of work. A competent authority, usually 
the commercial department, is sup- 
posed to scrutinise all the cases, and 
verify the doubtful cases. In the case ofa 
bogus affidavit, the badge is required to 
be cancelled. 

In practice, the whole business of 
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taking place do so for pure 
monetary considerations even 
though a random check of 
three licences carried out by 
the Indian Railways failed to 
detect any irregularities. As 
most of the illegal transfers 
happen through the brother- 
in-law channel, Ravi Prakash Varma, a 
member of Parliament, had even writ- 
ten to the Northern Railway officials in 
2001, demanding the exclusion of trans- 
fers to'saalas. 

Aslongas the inefficiencies of the Li- 
cence Raj continue, most Railway offi- 
cers agree, the practice will remain. It 
will be business as usual in the Indian 
railway station. u 





project on the porter economy for the 
Centre for Civil Society, a New Delhi- 
based libertarian economic think tank. 
The author can be contacted at 
cinghal@yahoo.com. 
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I am reading THE CODE OF THE 
WOOSTERS by P.G. Wodehouse, a 
book I've read several times before. I 
found it during a recent spring- 
cleaning act and started reading it 
again. It is one of the great comic 
books of the English language, 
chronicling the absurd travails of a 
fictional aristocracy of meagre intel- 
ligence. The Jeeves-Wooster duo is in 
the same league as Don Quixote and 
Sancho Panza as far as I am con- 
cerned and Wodehouse is every bit a 
genius as Cervantes! 

I read reviews in The Spectator, 
The Economist and The Hindu to 
decide what books to buy. I have a 
favourite book store in each town. In 
Chennai, it is The Bookshop; Barnes 
and Noble in Manhattan, New York; 
and the Strand Bookstall and 


Crossword in Mumbai. cz 


ALERT 
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By Paul Krugman 
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IN 


ECONOMIST Paul Krug- 
man brings together a 
collection of his ess- 
ays on the mess in the 
US economy. He chro- 
nicles how the boom 
economy has unrav- 
elled, how pessimism has repla- 
ced exuberance, how the age of 
corporate heroes has given way 
to scandals, and how fiscal res- 
ponsibility has collapsed. This is 
an exposé of dishonesty in the 
corporate world and in the admi- 
nistration of George Bush Jr. E 
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ING OUR WAY 


LOSING 
IN THE NEW CENTOAY 





A First 


DILIP RAOTE 


effort is to convey class and 


emerge as the most cultured 
and civilised, the most hon- 
est, the most forgiving, the 
most anxious about social welfare, the 
most committed do-gooders, the most 
loving couple and parents, the most 
concerned about the waste of taxpay- 
ers’ money in futile investigations. They 
are the ‘mostest’. And what is mostest in 
America is usually also the mostest in 
the world. Hillary wrote the book in the 





culture. She and husband Bill | 





full glare of publicity and with the help | 


of an army of professionals 
skilled in PR. The acknowl- 
edgements at the end of 
the book run to more than 
five pages. 

Living History is fasci- 
nating. It is not limited to 
vote banks. It is simply 
written; there are no liter- 
ary flourishes, There's nota 
single sentence which 
needs to be read twice to 


HE great transformation was the 


expression used by economic his- | 


torian Karl Polanyi in his 1957 

classic of the same title to describe 
the massive dislocation caused by the 
rise of industrial capitalism. 

Polanyi says capitalism is a historical 
anomaly because while previous eco- 
nomic arrangements were ‘embedded’ 
in social relations, in capitalism, it was 
the opposite. But society, he said, took 
measures to protect itself. Thus, as free 
market principles were exte- 
nded, it generated a counter 
movement of social regula- 
tion to protect society. 

Ronaldo Munck, who 
teaches political sociology at 
Liverpool University, believes 
that globalisation is throwing 
up similar counter move- 
ments. In Globalisation and 
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| get its meaning. Therefore, it is a good 


manual for courses in journalism and 


ILLARY Rodham Clinton's | writing. It is also a very feminine book. 


Hillary has an amazing memory for 
names, faces and details. She recreates 
for the reader the many parties she at- 
tended or organised: the seating 
arrangements, the décor, the menu, the 
names of all guests and what they wore. 
The White House infrastructure and its 
functioning are described brilliantly. No 
male politician could write a book 
which is so picturesque and so full of 
human-interest anecdotes. 

The book also sets a trend. Hence- 
forth, autobiographers and ghostwrit- 
ers will emulate the Hillary style — sim- 
ple, human, anecdotal, 





LIVING HISTORY 


Memoirs 


By Hillary Rodham 
Clinton 

Headline Book 
Publishing 


Page if 


pric 120 


BRIEFINGS 


| t | g 
Labour: The New Great Transformation 
(Madhyam Books), he says there is an 
equally profound dislocation of the lives 
of people across the globe now. And as 
the free market threatens to destroy all 
social structures, the working class is 
coming together to counter 
its results. 

But is it really possible for 
workers in the US who have 
lost their jobs to their coun- 
terparts in the region (Nafta) 
and developing countries to 
come together in a shared in- 
ternationalism? Munck ar- 
gues that alabour movement 


-c ceed,” Hillary says, “not simply because 


i because I loved my country and be- 





-ady reminisces 





devoid of literary flourishes and 

“rhetoric, and without sneers or bitching 
or accusations. Hillary forgives every- 
one and accepts politics as a hazardous 
profession where conflicts and vitriol 
are part of the game. 

Therefore, the book is must reading 
for PR agencies and image consultants. 
It is outstanding in this area and offers 
lessons in how to convert even negative 
episodes into exercises in moral superi- 
ority, “I wanted Bill's presidency to suc- 


he was my husband and I loved him, but 


lieved he was the right man to lead it at 
“ the end of the twentieth century.” When 
a politician makes so uplifting a state- 









EXCERPT 


‘ st difficult decisions i have made in my life were 1o say omvied 
| and to run for tho Senate from Now York. 2 now! know I wanted — 





HILLARY RODHAM CLINTON, lawyer, 
writer and activist, is the only First — 
Lady to have played a decisive role 

in shaping America’s domestic legisla- 
tion. She was elected to the Senate 

in 2000 after husband Bill Clinton 
finished his two terms as president 

of the US. She is the author of it 
Takes A Village 


ment, you can only bend down and | 
_ skills, got involved in children’s welfare, — 
_ status of women and social justice, ac- 


touch her feet. 
There's Monica Lewinsky, of course. 


She became a hot topic in America | 


where moralising is big business. Every- 
one knows these things happen. A per- 
son with power and/or wealth is the tar- 


get of those ever willing to godownon | 
| course, She had to be relentlessly per- 


their knees and suck for favours. Presi- 








is active at the local, regional and global | 
levels to. impose some form of social 
regulation on international capital, al- | 
though he says there is a huge difference | 
in attitudes among workers in the North | 
and the South. 

This might provide some cheer to | 
the labour movement in India, which | 
has been under systematic assault since 
the 1990s. Not only has the growth rate | 
in employment plummeted to 1% from | 
an average 2.7% between 1983 and | 
1993, most State governments are by- | 
passing the laws that protect labour 
rights. The latest and most lethal blowis | 
the recent Supreme Court ruling that | 


government employees do 
not have the right to strike, 
while upholding a series of 
decisions taken by the Tamil 
Nadu government to crash a 
legal strike by its staff. 

Will these lead to some 
kind of brotherhood of the 
disenfranchised? Not very 
likely as workers in different 
hemispheres fight separate battles agai- 
nst outsourcing, relocation, etc. But 


| whatever the merits of Munck’s thesis, 


he provides a powerful history of the ef- 
fect of globalisation on workers. 
Covering a narrower sphere is Labo- 
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dents and prime ministers anywhere 
who remain faithful to their spouses are 
exceptions rather than the rule. Biogra- 
phies and autobiographies would be 
dull without sex. And, as happened with 
deceived spouses in history, Hillary for- 
gives her husband. ; 
Hillary came from a middle-class. 
background, worked hard to develop 
her communication and leadership 


quired a large number of friends across 


the world, and became a political per- 


son in her own right. 
She rose to many important posi- 
tions. She never aspired forthem, of 


suaded by her friends and patriotic 
Americans. Now she is waiting to be 
persuaded to contest for the presidency 
ofthe US, 

Hillary Rodham Clinton is a delight- 
ful and lovable hypocrite. She deserves 
to be the next American president. She'll. 
be popular worldwide — a Jackie’ 
Kennedy with halo and intelligence. 
And something even better: a BiLClin- 
ton as First Mate. 


ur and Change: Essays on 
Globalization, Technological 
. Change and Labour in India 
(Response Books) by Kuriak- 
ose Mamkoottam, who says 
change is linked to people 
and organisations. Mamkoo- 
ttam, professor of human re- 
source management and in- 
dustrial relations at Delhi 
University’s Faculty of Management 
Studies, calls for organisational and HR 
changes te meet the challenges of tech- 
nological changes that force business to 
become globally competitive. Morethe-. 
ory than practical suggestions. a 








Infocom 2002 helped shape a new agenda to e-nable 
the east. And so helped channel the intellectual 
resources of the region. 

Infocom 2003 will have the largest congregation 
of IT specialists, key policymakers, industry leaders and 


thus be the only exposition of its kind. The purpose, 
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to arrive at a strategy that harnesses the powe! 
of IT for business excellence. 

In essence, the sessions will demonstrate how 
IT can completely change old ways of doing business 
The best minds in the Indian IT scene will be present 
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The amazing Koreans 


‘panies evokes wonder. They have not only done well; they 


Tis difficult enough for Indians to succeed in India: 

they are more likely to reach the pinnacles of suc- 

cess in the US or Britain. The number of Indian 

CEOs and entrepreneurs in the US is legion; the list 

of Britain's richest people is studded with persons | 

of Indian origin. The reason is not far to seek; those coun- | 
tries encourage enterprise and reward ability. Our sophis- 
ticated administration sets up obstacles designed to de- | 
feat all but the dogged and the desperate. That we have | 
many of both kinds keeps the country going. But the no- | 
toriety of India’s bureaucracy is well earned. 
Indians have a lifetime to learn its complexity, and | 

| 

| 





some do at some point in their life learn to cope with it. | 
For foreigners, who come from kinder climes, equipped 
with righteous indignation, itis 
well nigh impossible. The 
trunk road of India’s economic 
history is littered with corpses 
of foreign enterprise. The 
flourishing British managing 
agencies of Calcutta shrivelled 
under the whimsical rigours of 
exchange control; by the late 
1960s they were being sold for 
a rupee. Some Arabs who got 
rich in the oil boom of the 
1970s tried their hand at in- 
vesting in India, but soon got 
scalded and withdrew. Then in 
the 1980s came the Japanese. 
Of them, only Suzuki is a suc- 
cess; and the travails it went 
through are legend. Honda 
and Kawasaki are emerging 
from a long period of hibernation. The rest are no longer 
around to retail their woes. 

Itis in this context that the success of the Korean com- | 


have, on the whole, done slightly better than their Indian 
competitors. What is special about them? What makes 
them the fish that took to the Indian water? Cultural affin- 
ity? Experience of a comparable bureaucratic labyrinth? 
Doggedness? Desperation? 

No such extreme description fits; but the range of av- | 
enues open to Koreans was more limited than to their 
predecessors. The Americans were big; the world was 
their oyster. The Europeans integrated western Europe | 
and created a playground at home. The Japanese got so | 
rich that they could have bought the whole of US for the 
price of Tokyo. The Koreans came later, and had to choose 
homes for their investment more carefully. 

The timing of their entry into India was also more pro- 
pitious. They came after industrial licensing made its exit. 





| 
| 


What is so special about 

Korean companies? What 
makes them the fish that 
took to the Indian water? 





| That meant that they did not have to run to the govern- 
ment every time they wanted to expand, or bring out a 
new model, or deviate from an approved production 
plan. They came under a relaxed foreign investment 
regime. That meant that they did not have to marry an In- 
dian gatekeeper to enter, and were not thwarted if their 
partner did not have money to expand production. They 
did not have to haggle about managerial control all the 
time. They came after import controls on inputs and 
equipment had largely ended. So they could produce in 


| this country what was cheaper to produce here, and did 


not have to follow a preconceived plan ofimport substitu- 
tion. And cheaper production meant that they hada fight- 
ing chance in competition, both in India and abroad. 
These are conditions for which 
their predecessors would have 
given an arm and a leg. Re- 
forms have made a difference. 
India is now friendlier to enter- 
prise, foreign as well as Indian. 

But timing was not every- 
thing; the Koreans have also 
brought with them certain gifts 
of great value in the Indian en- 
vironment. One is the way the 
Korean companies set their 
objectives. India is a price-sen- 
sitive country, and the Koreans 
have not neglected the fact. 
They have derived price targets 
from the local market; they 
have aimed to be competitive, 
not necessarily cheap. But 
within those price objectives 
they have achieved reliable quality and sought to be a step 
ahead in product technology. Their greatest asset has 
been the trust of the consumer they have gained. 

Their next biggest advantage is their nimbleness, They 
have set up subsidiaries that are large by our standards; 
but their speed of reaction to market changes, speed of 
correction of course, speed of execution of strategic initia- 
tives, are enviable. Just how they do it is a bit of a mystery; 
our management experts have not yet got down to study- 
ing the Korean style. But the contrast with the Japanese, 
for example, is palpable. There is none of the Japanese 
penchant for bottom-up decision-making, respect for 
consultation, insistence on consensus. The lines of au- 
thority are clearly laid down, and managers are expected 
to react quickly without having to wait for the organisa- 
tion to prepare itself to follow them. 

That said, it cannot be all. Here is a style of manage- 
ment we are all too unfamiliar with. It has something to 
teach us all, and not just management experts. ast 
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Col st 
TU 1S aa 
Take your pick, stand out and be noticed. With the new range of TFT colour 

phones from Samsung, the pioneer in 65,000 TFT-LCD colour screen. That 


) makes your mobile experience more real and lively than ever before. So go ahead 


and add colour to your life. 
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A TATA Enterprise 











First-time visitors to the Etisalat Centre 
are often left stunned by its 
gleaming chrome and glass interiors. a uniform cool inside the ding 

















The Etisalat Telecom Centre from Voltas. 
Any more intelligent and it would start breeding. 





To call the Etisalat Centre a building is to security systems, you'll notice our building is kept constant within a range 
like describing Kasparov as a chess player. presence everywhere. But then, the While in case of a fire, exit arrows 

Short of building it, Voltas has done Etisalat Centre is nothing short of a marvel _ start flashing automatically. E e risk 
everything else to bring it to life. From in itself. It actually has a brain that lets of the-odd power failure has been taken 
the entire air conditioning to intelligent it carry out activities automatically. into account. The Etisalat Telecom Centre 
building systems and from fire systems So the temperature in each part of the You may call it artificial intelligence 

It's by taking up challenges like these that Voltas has come to be the world's most technologically advanced air conditioning company 


In fact, we've executed more million dollar projects across 3 continents than anybody else. A part of the internationally known Tata 


we can apply our minds to any task, small or gigantic. If you have a challenge for us, contact us, We'll put on our thinking caps for yo 


50 YEARS OF INTELLIGENT COOLING YoY vorms 


Baad Office: Valtae Haice A Dr Rahacahah Ambedkar Raad Chinchnabli Miimhai AAN NIAI Tal N7? RAARAAAA wanian untae eam 
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Accept The Blame 


Q The finance ministry and the 
Reserve Bank of India knew that the 
banks’ pension funds were under- 
funded. Any student of accountancy 
knows that in a defined benefit 

plan, the risk always moves to the 
employer, in this case, the banks. So banks will 
have to pay for the shortfall. If they had accounted for this, 
the Rs 12,500-crore hole would not have been there at all. 


Paul Alvares, Via email 






















T After reading your cover story, I feel that I should thank my stars for 
whatever pension I am getting. 
Anand Aivalli, Bangalore 








JOB SECURITY OR FUN? | Also, no one in ICICI Ventures has 

Your Great Places To Work survey left | suggested ‘selling back’ the Prabhadevi 

me puzzled ( BW, 1 September). Itdoes property to the Tatas or to someone 

not seem logical that WiproSpectra- else. It is absurd to suggest that the 

mind with a staff strength of 6,462 and | management was defocussing from 

a staff turnover of 23% gets a five-star Yellow Pages when it was actually 

rating and the seventh rank, whereas introduced by the current 

Wipro with a staff of 24,000 and staff management. No proposal to bring out 

turnover of 6% gets a two-star rating | Yellow Pages in regional languages has 
and ranks No. 22. _ been made by any party till date. The 





| management team of Tata Infomedia 
large companies | has no differences with ICICI Ventures. 
with lower staff | H.S. Bilimoria, vice-chairman and 
turnoversare | managing director, Tata Infomedia 
ranked lower. | 
But Federal | Our correspondent replies: 
Express witha 1. The proposal to ‘unlock the value’ 
staff of 207 | from the real estate held by Tata 
and turnover | Infomedia was suggested after the due 
of 14% getsa | diligence exercise by Citibank as well as 


ICICI Ventures. 

2. We never said the management is 
defocussing from Yellow Pages in any 
part of the article. 

3. Citigroup had proposed bringing out 
regional language versions of Tata 
Yellow Pages, according to Tata 

| Infomedia sources. 


five-star rating and is 

ranked No. 2. In today’s competitive 
marketplace where job insecurity is 
rife, one should be happy to work for a 
company with a low staff turnover. 
Logic suggests that such companies 
should be great places to work. Ifa 
choice is given between job security | 
and fun at the workplace, it is not | 4. We regret the error about the 
difficult to comprehend how | location of the printing press. We 
employees will respond. Perhapsthe | wanted to refer to the real estate that 
survey overlooked this fact. | ‘Tata Infomedia holds in Prabhadevi. 
Raj Gadasalli, Chandler | Our information came from 

| sources involved in the deal. We stand 

| by our information, except for the error 

regarding the printing press. 

| 


TATA INFOMEDIA WRITES IN 
This refers to the article ‘Time To Don 
The War-Paint’ (BW, 15 September). I 
would like to point out that the l i ae 
printing press of Tata Infomediais not | 

located at Prabhadeviandisin Nerul, | |_____ ©@#or@Pworkdmall.com poise} 
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It’s loaded, but you 
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The IBM © server xSeries. 


Wffordable, high performance Intel® processor-based servers. 


Looking for a server that'll bring together all your existing PCs into one viable network? 
{The x225 and x205 are servers designed for file or print serving, point of sale businesses 
Fand for companies with branches where cost-effectiveness is a high priority. 


(What you buy are compact servers that are power packed. They both come with the latest 
Mntel® processors, offering incredible power and amazing speed. Unique features like 
(DDR RAM and 533MHz Front Side Bus ensure that the performance of the processor is 
optimised. There is also a 72-hour Predictive Failure Analysis (PFA) alert that indicates 
foroblems before they happen. 


The xSeries is eminently scalable and reliable. So not only will your business benefit from 
higher productivity with the xSeries, but you can also rest easy in the knowledge that you've 
fought a server from an industry leader renowned for its reliability and performance. 


(Finally, the backing of IBM's service and support team, as well as warranty comes built-in. 


Wonsidering everything, the IBM xSeries costs a whole load less than you imagine. 
And to further ease the pressure on your wallet, from now till 30th September 2003, 
RBM will give you more for your money with these incredible offers listed along side. 





dont need to be. 








IBM © server xSeries 225 
Intel® Xeon™ processor 24GHz (Dual Processor Capable) 

533 MHz FSB 

256 MB DDR RAM (Two way Interleaved ) 

Integrated Dual Channel Ultra 320 SCS! Controller with RAID 1 Capability. 
Single 364 GB Ultra320 SCSI HDD (10k rpm) 

One 425 W Power Supply 

Red Hat Linux 80 (Free) 

3 years on-site warranty” * 


Estimated Street Price: RS. 98,500/-* $ 


| Special Offer Offer: oa 
x225 Hotswap server at Rs. 1,44,500/-* 
with a free 38cm IBM colour monitor. 


IBM © server xSeries 205 
Intel® Pentium® 4 processor 24GHz 





1688 


O@M 


For more informatior 





533 MHz Front Side Bus ib T 
256 MB DDR Memory Expandable to 2 GB vie wi al 
pias bel e Bangalore - 6787216 
10/00/1000 Gigabit Ethernet Card Standard j PAS paN 
Free Novell 60 Small Business Suite $ K vikala 22822126 
; f „* / 
mae Street Price: Rs. 62,900/ rau) e Mumbai - 26533577 
Special Offer: | e New Delhi - 23702022 
x205 with Ultra 160 SCSI at Rs. 74,500/" 
Red Hat Linux 8.0 (Free) 


IBBM is a registered trademark of International Business Machines Corporation in the US and/or other countries. Other company product or service names may be trade 


Miann ara tendamarbe ar ranictarad tradamarte nf Intal Ramaeatinn ar ite cuheidiariac in the | Initad Ctatae and nthar enuintrioe Mor and nrirac cnhi 





this issue 


India’s 
A-list 


This is it: the most comprehensive 
and credible survey from the 
people who pioneered B-school 
surveys in India. Find out how the 
top B-schools in India stack up. 


Best in class The 
Cosmode-BW survey shows what 
separates the best B-schools from 
the also-rans. 


Vanishing recruiters It’s 
2007. And campuses are wearing 
a deserted look during placement 
season. What went wrong? 


Facts & figures Schools 
that get a thumbs-up from recru- 
iters; student faves; and more. 


Director B. Dholakia 


wants IIM-A to be 
among the Top 20 3 
global B-schools = 
3 





The Top 100 A list of the 
best B-schools in India. 


How it was done 





The Indian Tricolour 
And The Star Of David 


Though Israeli prime 
minister Ariel 
Sharon's India visit 
was cut short, he 
stayed long enough 
to meet the business 
community. 


Israeli prime > 
minister Sharon 


RBI governor Bimal Jalan was like a wartime 
general. What will new governor Y.V. Reddy’s role be? 


Scrips Some penny stocks have risen sharply. BSE 
cautions investors against going for these illiquid scrips. 


BUSINESSWORLD 





Up, up and away The Sensex has gained 50% in 
four months, But the next major peak — the tech boom high 
of 5,900 points — is still far away. 


Tracmail Tracmail promoter Adi Cooper and 
venture capitalist Gopal Jain of the View Group cross swords. 


Clinical research SIRO Clinpharm decides that 
global alliances are the way forward. 


Music The Indian industry may 
finally succeed in bringing the remix 
party to a close. 


Asimo Honda showed offits 
humanoid robot Asimo last week. That 
prompted a survey of Indian robotics. 





Honda's Asimo > 


Politics Mulayam Singh Yadav cobbles together a 
potent caste combination to wrest power in Uttar Pradesh. 
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IN DEPTH 


aa Getting 
Infy On Track 


Things haven't been all that great 
at Infosys for some time now. How 
are they tackling the problem? 


Infosys CEO Nandan Nilekani > & 


80 | Jet Airways After a 10-year dream run, Jet seems to 
be flying into trouble. Is Naresh Goyal losing his touch? 


96) Extract IT's critics say that it lacks strategic impor- 
tance. So why does technology get in the way of strategy? 


IN VOGUE 

106 | Phaneesh Murthy 
The man who is said to have 
taken Infosys to dizzying 


heights fell almost as fast as 
he rose. But nothing can 
keep him down for long. 


“I believe the people who 
work with customers 
should drive the organisa- 
tion.” Phaneesh Murthy 





112 Bookmark The story of Jim Beam bourbon runs 
parallel to the history of America in this engrossing read. 





CANCUN FILE 
10 Bibek Debroy TheTRIPs conces- 


sions will allow but by no means ensure a bet- 
ter quality of life anywhere in the world. 


COMMENT 


36 Ashok Desai Sri Lanka and India can 
emerge as one of the most dynamic regional 
markets in Asia if they come together. 


ON THE CONTRARY 
92 Mahesh Murthy So you think thatit 


costs a lot to market your product in the interna- 
tional market? Well, think again. 





Pi 
LAARAARARABAAAAAR 


LIL LALLA DL 








4 FEEDBACK 
114 BW OPINION 





Cover Design: Jyoti Thapa Mani 
Photograph: Sanjit Kundu 








| 





Businessworld 





| assistant editor (special proj- 


The definitive ranking 


HERE are B-school lists and B-school lists. And 

then there is the Cosmode-BWlist — the only sur- 

vey of India’s top ranking B-schools with partici- 

pation from all the leading Indian management 

schools, validation of data by visiting teams, and 
fully objective criteria. 


When Cosmode’s founder and well-known academician, 


| Dharni P Sinha, approached Businessworld a year ago to co- 
| sponsor the survey, we were reluctant— why should Business- 


world add to the existing confusion of lists? This, despite the 


| fact that Sinha and Cosmode had introduced the concept of 


B-school surveys to India in 1998, much before anyone else 
had thought ofit. But then, the robust methodology of the sur- 
vey and Cosmode's own commitment to management educa- 
tion convinced us that we ought to do it — if only to clear the 
confusion. Read the cover story, 
and you'll see how. The survey 
estimates the strengths and 
weaknesses of Indian business 
schools through objective and 
highly rigorous tests, and gives 
the maximum weightage to fac- 
ulty and placement. 


Businessworld 


“As important as the list,” says 
ects) Navjit Gill, who shep- 
herded this project through the 
last many months, “is what the 





| survey reveals about Indian B-schools: their immediate need 
| to move on from just disseminating knowledge to creating 


knowledge.” From just being degree-shops, they want to 
move on to being centres of academic excellence. Long jour- 
ney, yes, but worth the effort. 


Infosys, the company that has to come to epitomise the Indian 
software story, is starting on a similar long journey, and assis- 
tant editors Shishir Prasad and Mitu Jayashankar, put its 


| routemap under scrutiny on page 44. In a sense, this is a fol- 








low-up to the cover story that we did earlier, titled ‘The Indian 
Software Story: End of Part One’ (Businessworld, 5 May). This 


is about Infosys trying to write a new script for Part Two. I think 
| ys trying p 


the script has some interesting twists, but judge it for yourself! 
The challenge that Infosys faces is no different from what 
other players in the industry face, but as the standard-bearer, 
it is only natural that its responses will be observed and cri- 
tiqued far more closely. 


qs 


TONY JOSEPH, EDITOR 
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FROM THE RECEPTION 


Are you heading a start-up and just setting up 
an office? Looking to replace the hoary old 
systems in your workplace and install state- 
of-the-art IP-enabled networks? Then, take a 
peek at a unique display that kicks off in 
Delhi's India Habitat Centre on September 15 
and 16 and carries on thereafter in Mumbai, 
Bangalore and other Indian metros. From the 





Reception to the Boardroom is the promise of 
the Panasonic team and, indeed, the Japa- 
nese giant will be displaying a wide enough 
range to equip a complete office. 


Even before National Panasonic formally en- 
tered the country in 1994, many of its prod- 
ucts like television and cordless phones were 
gracing several Indian homes, but since then 
the company's Systems Product Division 
(SPD) has been making steady inroads into 
the Indian corporate world with its range of 
office automation equipment. 


In telecommunications, an area where most 
offices invest a lot, Panasonic has an excit- 
ing range of options. From the reception to 
every single table on the office, there are a 
range of sleek phones equipped with versa- 
tile features. Apart from the standard range 
of PBX systems, the latest offering is the KX 
TDA, an advanced hybrid IP-PBX solution that 
creates an intelligent communications envi- 


TO THE BOARDROOM 





Panasonic has a complete range of office 
automation solutions to equip any organisation 


voice and data are seamlessly transmitted 
saving cost and increasing efficiency. What’s 
more, the sophisticated handsets come in a 
host of exciting colours to match any office 
setting. And, cordless telephones are increas- 
ingly being used in offices, helping busy ex- 
ecutives to multi-task as they can attend 
calls even as they leave their desk. 


Contrary to popular perception that emails 
and PCs are reducing fax usage, Panasonic 
officials maintain that faxes are still a hot 
mode of communication — a fact corrobo- 
rated by the rising sale of fax units. Here, 
Panasonic has a pick of compact faxes with 
digital answering systems or more high-end 
ones with as many as seven functions. 


Or you could go for the all-in-one Workio 
(Work in and out) a Multi Function Device 
that has a built in printer interface, a 600X 
600 dpi laser printing set up, a 400 dpi scan- 
ning system and automatic electronic sort- 
ing, among other things. 


But Shashi Bhushan, Head (Marketing), Sys- 
tems Product Division is most excited about 
Panasonic's offerings for Indian boardrooms. 
The next one year, he anticipates, the major 
growth for Panasonic will be in boardroom 
products. Typically most Indian companies 
have not been investing much on their board- 
rooms, content to hire an LCD projector for 
meetings. However, this year Bhushan an- 
ticipates a 100% growth in the LCD projec- 
tors market with expected sales of 35,000 
to 40,000 units compared to 15,000-20,000 
units sold last year. 


Organisations are also increasingly replacing 
the ubiquitous whiteboard at meetings with 
the KX-BP800 interactive Panaboard. It might 
cost a bit more than the whiteboard, but the 
Panaboard can not only give you print-outs of 


all that is scribbled on it, but its PC and LAN 


ideas for life 


interface enables colleagues who are not 
present to join the meeting from any place in 
the world. 


Despite the enormous variety of products that 
you can hope to see at the display, Shashi 
Bhushan tells you that this is only the tip of 
the iceberg. Panasonic has over 12,000 prod- 
ucts of which only a fraction is available right 
now in India. But as the Indian corporate sec- 
tor gets more and more globally competitive, 
you can be assured that some of these inter- 
national products will hit Indian stores soon. 


Allin all, according to Shashi Bhushan, what 
Panasonic offers to its customers is the abil- 
ity to “WorkSmart.” A work ethic, which al- 
lows the users of its products to stay ahead, 





envision the future and maximise every in- 
vestment. With products that are simple to 
use, upgradable and cost effective. Making 
the modern office faster, better and more 
productive. 













Oh, and finally, what about sonico arig ‘pains 





Panasonic 


ideas for life 





FROM THE RECEPTION TO THE BOARDROOM 
ONLY ONE NAME COVERS ALL YOUR NEEDS. 


da 
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Fax Tin 

è Telefax Facility 

Super G3 Faxing 

High Speed Printing 
Computer Connectivity 
High Resolution Scanning 
Digital Answering Machine Ww 
Enhanced Plain Paper Copying 


Key Telephone Systems f7 
* Versatile 

e Flexible and Expandable 

+ ISDN Compatible 

Super Hybrid System with 
in-built Extra Device Port 
CTI Solution for Call Center 
Management 















Workio (Digital Imaging Systems) 
* 400 dpi Scanning 

e 25% to 400% Zoom 

© Built-in Printer Interface 

e 600x600 dpi Laser Printing 

e Automatic Electronic Sorting 


LCD Projector 

e One-touch Auto Setup in 1.5 sec 

è Short Throw Lens 

e Unique Index Window 

e 2 RGB Ports for a Loop-through 
Facility Rs.99,000/- onwards 

* Unique Blackboard Projection Mode 
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Sr Lael tee ey 










Integrated Key Systems 
è Built-in Data Port 

* 50 Station Directory 

è Caller ID with LCD Display 
e Hands-free Speakerphone 


Panaboards (Electronic Copy Board) E 

* Strong boardroom tool for S a ll 
brainstorming pao. ae 

è Instant printouts of the minutes 
of the meeting 


e PC Interface Option 





ideas/npil/007/03 


For total office automation solutions 

k 5 THE PANASONIC OFFICE 
Panasonic Helpline 96229-96229 W KKS mi 
Look for the distinctive hologram on the Panasonic warranty sticker. 0 


i National Panasonic India Pvt. Ltd. Delhi: 26176339/40/44; Mumbai: 28761722/33; Kolkata: 22882531-35; Chennai: 28253462-5; Bangalore: 56969899; Ahmedabad: 6405060/70 
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Bibek Debroy is director of 
the Rajiv Gandhi Institute 
for Contemporary Studies. 
He is currently in Cancún, 
Mexico, attending the 
Fifth WTO Ministerial 
Conference 


Even if 
compul- 
sory 
licences are 
issued, 
drugs will 
not 
necessarily 
reach the 
people 


sby bibek debroy 
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| tion) agreements are often about domestic pol- | 
| icy. So we should fight against the domestic | 


| segment of TRIPs — using compulsory licens- 


hunger and malnutrition, and immunisation. 


| we succeeded in delivering these (most are 
| public sector deliveries), the world would have 
| been closer to MDGs. Then there is curative 








ese pointless 


TRIPs battles 


ATT (General Agreement on Tar- 
iffs and Trade) was about remov- | 
ing barriers to trade, initially on | 
goods and then on services. That 
meant external sector policies. 
As international trade and business became | 
complex, it became difficult to separate exter- | 
nal sector policies from domestic ones. Be it | 


| domestic support to agriculture or TRIPs 


(Trade Related Intellectual Property Rights) or 
Singapore issues, WTO (World Trade Organiza- 


agriculture policies of the European Union and | 
the US to prise open their markets for us. In- | 
stead, we keep celebrating pointless victories. | 
TRIPs is an example of this. One shouldn't 
even say TRIPs because the battle that has now 
been fought and apparently wonis overasmall | 


ing provisions to ensure drug patents don'thin- | 
der access to public health in countries that 
don't have domestic manufacturing capacity. 
Developing nations which think an export 
market will be opened up are celebrating. 
NGOs concerned about public health are also 
happy. And so are countries in sub-Saharan | 
Africa. The world thinks it is closer to the Mille- | 
nnium Development Goals (MDGs) on health. 
Stuffand nonsense. Health outcomes in de- 
veloping countries are largely determined by 
preventive healthcare like drinking water, 
sewage treatment, sanitation, reduction of 





These have nothing to do with patents and had 


healthcare, also usually a public sector delivery. | 
In every cost break-up I have seen, fora de- | 


veloping country, 75% of the cost of preventive | 


healthcare are salaries and pensions. No one | 


| says that public sector health personnel should | 
| take a cut in salaries for the sake of access of | 
| public health. Just 10% of the costs are on med- 





ical equipment and again, no one says such 
equipment shouldn't have patent or trademark 
protection. For the sake of MDGs, we should be 
talking about improving governance and pub- 
lic sector delivery and introducing competi- 
tion. To get back to drugs, perhaps 15% of costs 
of curative treatment are drug costs. But 90- 
95% of essential drugs are generic and off 
patents. Blaming MNCs doesn't tell us why 
these drugs are not being delivered to people. 

As a result, no MDG battle has been won. 
Very few compulsory licences will be issued 
and thatis why US MNCs were wrongin oppos- 
ing it. Their bottomlines will not be eroded; not 
much will change. If compulsory licences are 
issued, drugs will not reach the people. 

Yet another pointless TRIPs battle is being 


. fought: geographical indications (GIs). Prop- 


erty should be owned by individuals alone, and 
only this notion must determine negotiations. 
Consider the forms of intellectual property dis- 
cussed in the course of the Uruguay Round and 
for which we now have WTO agreements. 
(Sometimes, we also have additional World In- 
tellectual Property Organization agreements.) 
Among such forms of intellectual property 
are patents, plant breeders’ rights (which can 
be weaker than patents), copyrights and re- 
lated rights, trademarks, industrial designs, in- 
tegrated circuits, and undisclosed information 
(or trade secrets). These cause no problems as 
these are owned by individuals or companies. 
Sadly, we have also bunged in GIs. The GI idea 
is, thus, completely at variance with other 
forms of intellectual property one talks about. 
As a consumer, when you are buying some- 
thing, you are probably interested in just the 
price. But beyond that, you look for brand 
names, for products produced by specific com- 
panies as an assurance of quality. Legally, a 
brand means trademark protection. Ifa logo is 
involved, there may be design or copyright an- 
gles also. So why all this fuss over Gls, which will 
be owned by governments and do not offer 
anything associated with brands? a 
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WELL, THEY DO STEN 


SPACE TRAVEL JS THE NEMI DG 


THING IN TRANSPORT, 


The luxurious new Tata Indigo is designed for you to travel in great space and comfort at a price that may surprise 
you. 14 inch wheels - an inch bigger than our competitors - are standard. You may think this is a small step for 
mankind. But it's a huge step in the direction of improved road-handling and ride comfort. Then there's our 


Independent 3-link rear suspension. This won't mean much to you until you try it. But it meant a great deal to | 


A 


i 
Autocar India who wrote: "They've worked wonders on the suspension to make the Indigo feel bigger than it actually is." 4 
Try it out and see how you feel. Privileged? Possibly. Spoilt? Probably. Out of this world? You be the judge of that Sp oi / yourse lf 


709D 


QUIET 85 BHP PETROL OR 62 BHP DIESEL ENGINE | INDEPENDENT 3-LINK REAR SUSPENSION | MOST CABIN SPACE | LUXURIOUS INTERIORS | 14 INCH WHEELS | 450 LITRE BOOT 


nary 
310 


TA MOTORS 
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ESPITE being 
cut short by 
terrorist 
bombings in 
Tel Aviv and Jerusalem, Is- 
raeli Prime Minister Ariel 
Sharon's visit to India suc- 
ceeded in removing the 
haze of unease that has 
characterised bilateral ties 
since the two nations for- 
mally established diplo- 
matic relations in 1992. 
For one, the clandestine 
defence co-operation of 
the past decade is now out 
in the open with Israel’s 
director general of de- 
fence, Major General 
Amos Yaron, holding day- 
long meetings in North 





Despite a tight schedule, 
Sharon had a long meet 
with Indian businessmen 


early warning system is 
only the start of a relation- 
ship that will see Israel 
help India modernise its 
military and acquire a vast 
range of sophisticated 
equipment. The defence 
co-operation signals the 
beginnings of a US-Israel- 
India strategic axis. This is 
still in a nascent stage but 
the US and Israel are keen 
on pushing it as a means 
of containing Islamic ter- 

rorism, seen to be rooted 

i i l l | j g in the countries that lie be- 


tween Israel and India. 


DINESH KRISHNAN 


ISRAELI PM’S INDIA VISIT 


Block to discuss specific While India is equally 
military deals. Second, agai | i S error concerned, its focus is its 


while stressing the under- 
lying raison d'etre — the 
common fight against terrorism — for 
strengthening defence and strategic 
ties, the two countries cleared the air on 
their differing perceptions on key ques- 


tions like Palestine and Iran. And itis a | 
sign of the degree of maturity in Indo-Is- | 


raeli ties that they agreed to disagree 


MARKETS 


The bulls are 
charging 


immediate neighbour- 

hood rather than West 

and not let the differences hamper the | Asia. Hence, its reluctance to go along 
development of closer co-operation in | with Israel to brand the Palestinians as 
vital fields such as security and defence. | terrorists and Iran as an enemy. These 
At the end of Sharon's day-and-a- | differences will have to be narrowed be- 

half sojourn in Delhi, it was clear that Is- | fore the current anti-terror partnership 
rael is emerging as a major defence part- | can develop into an axis. Æ 
ner. The $1.3-billion sale of the Phalcon | ARATI R. JERATH 


| analysts and investors were watching | the previous day's close for every day 

| with bated breath tosee if the Sensex | up to 8 September. 

| would be able to breach the resis- | The ongoing rise was flagged off at 
| tance levels of 4500-4600. That may | the 2834.41 level in end-October 


| the unabated foreign institutional in- 


well signal a long-term bull run. 2002. The initial rally lasted up to 22 
Evidence at hand — especially, | January 2003 when the Sensex 
touched 3357.04, a gain of 400-odd 





HE BSE Sensex has just seen | vestor (FII) interest — suggests that | points. But these gains were lost in 

the biggest, fastest rally in the current rally still has a lot of steam | the subsequent three months. Since 

seven years, and it looks good | left in it. | then, the Sensex has gained 50.6%. 
for more, Last Thursday, when the | Since 11 August 2003, the Sen- | If you thought that the jump in the 
BSE Sensex closed at 4401.38 | sex has opened at a higher level than | Sensex was hard to beat, the BSE 
points, it had registered a 50% 500, which makes up around 
gain in four months flat. This is Rallies of the last decade 93% of the market capitalisa- 
the first time since the Harshad Rallies Sensex gain (%) | tion of all the equities listed on 


Mehta-driven boom of 1991-92 
that we have seen such a sharp 


(September 2001-March 2002) 
the Sensex had gained 41% in 


five months (See ‘Rallies Of The September 2001 to March 2002 


Last Decade’). 
At the time of going to press, L 





December 1991 to April 1992 
rise. In the last comparable rally October 1993 to September 1995 
December 1996 to August 1997 


Current 


the BSE, has shown a surge of 
60% (from 1095.63 on 12 
March 2003). In the same 
four-month period, CNX Nifty 
showed a rise of more than 
51% — from its 936 levels on 
12 March 2003. E 
ASHISH AGGARWAL 
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SRF 


Sons come first 


HE events at SRF have certainly got people 

talking. Since the fifth of this month, when 

the Rs 900-crore company announced that 

CEO Ravi Sinha was stepping down, and 
that promoter Arun Bharat Ram was taking charge in- 
stead, tongues have been wagging. 

Why did Sinha leave, people wondered. Was this 
just another clash between professional management 
and the promoters, or is there more to the story? One 
rumour doing the rounds has it that the company had 
been up to some financial chicanery. Others conjec- 
tured that it was just a father preparing to bequeath 
the company to his sons. 

The latter is the more probable reason. To under- 
stand what went wrong, Businessworld contacted 


Ravi Sinha: why did he 
step down? 


Sinha who refused to comment. He only said that he was leaving the company in a 
very good shape. CEO Bharat Ram couldn't be contacted. So, we called Satish Kaura, 


Arun Bharat Ram: time 
to bring the sons in 


Stay tuned. 


the chairman and managing director of Samtel, who 
is also a director on the SRF board. 

Kaura flatly denied any financial irregularities had 
taken place, saying the main reason was Bharat Ram's 
sons, Ashish and Kartik. “In every family-run organi- 
sation, a time comes when you want your sons to take 
over. Ravi (Sinha) had been running the whole show 
for 4-5 years. Now, he would not have as large a canvas 
to operate on. Which is why he decided to leave.” 

This is the best solution, he insisted. Sinha will still 
be around, advising Bharat Ram. There is still some 
uncertainty surrounding the new roles. What will the 
sons do? And, for that matter, where is Sinha headed? 


a 
M. RAJSHEKHAR 








Same job, different mantle 


What a difference six years make! Bimal Jalan 
took over as RBI governor in Nov 1997 at a difficult 





speculators were hitting currencies across Asia. 





time. The Asian crisis was already under way and i 


Interest rates were high — well over 11% in the 


midst of a recession. Reddy, by contrast, is taking 


over at a good time when almost all indicators 
have improved. The numbers bear it out: 





Y.V. Reddy 























Bimal Jalan 
When Jalan took Change from | When Reddy takes Change from | 
over (Nov 1997) a year earlier | over (Sept 2003) a year earlier | 
1 
6-6.5% 
4.8% -2.3 +2 
GDP growth A (FY2003-04 : 
(1997-98) percentage points forecast) percentage points 
> t- | 
-2 | +5.4 | 
Dollar Rs 36.40 percentage points Rs 45.81 percentage points | 
Forex reserves) $30 bn +$6bn | $86.25 bn +$24.74 bn | 
Ba { 
Interest rates -2.81 -1.67 | 
(10-year yield) Pap percentage points | 5.30% percentage points | 
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The swelling 
ranks of the 
Z brigade 


N 6 September, the Bom- 

bay Stock Exchange (BSE) 

shifted 555 scrips from 
the B1 and B2 segments to the Z 
category. A day earlier, it moved 
112 stocks to this category. With 
this, the number of scrips in the Z 
category has gone up to 950 from 
283 — a clear sign of the volatility 
in the market. Stocks in this cate- 
gory are considered risky. 

According to a BSE notice, the 
move is a part of surveillance 
measures. Z category scrips are 
taken out of the rolling settlement 
segment and are traded ona 
trade-to-trade basis. The BSE has 
discretionary powers to shift any 
company to and from the ‘2’ 
group. The criteria considered in- 
clude non-compliance with re- 
quirement of notice of book clo- 
sure and record dates, yearly 
submission of annual reports, 
quarterly submission of share- 
holding pattern, payment of an- 
nual listing fees, publication of re- 
sults on a quarterly basis, 
redressal of investors’ complaints 
and implementation of corporate 
governance. Companies that fail 
to have demat arrangements with 
the depositories, and those facing 
punitive action by any regulatory 
body are also under risk of being 
shifted to the ‘Z’ group. 

According to the BSE 
guidelines, once a company is 
shifted to the ‘Z' group, its 
compliance with the existing 
agreement will be monitored on a 
quarterly basis and only if it shows 
a satisfactory record for one 
quarter will it be shifted back. This 
is applicable even for companies 
that have been suspended. The 
quarterly review would be done 
only in February, May, August and 
November. E 

ASHISH AGGARWAL 





HE comfortable consenus is 

that Y.V. Reddy, the new 
governor of the Reserve Bank of 
India (RBI), will cut interest rates 
when he announces his first 
monetary policy next month. 

But some economists believe 
that interest rates have already 
bottomed out. In a recent research 
5 report, Morgan Stanley's Chetan 
#< Ahya says that he expects interest 

© tates to climb by about 100 basis 


a points over the next 12 months. His 


» reasons for the expected rise in 
, rates: a widening trade deficit in the 
ae coming months, no improvement in 
æ the fiscal deficit, higher global 
we interest rates and RBI's active 
a" attempts to discourage foreign 
pA capital coming into India in search 
r=. of arbitrage profits. 


rs, not just the booming bond market. 
4 Several financial calculations are 
“=, based on the premise that Interest 
-© rates will keep falling — from the 
ee, government's merry borrowing 
we programme to the flexible rate 
*".. Mortgages taken by millions of 
a middle-class households. 


aS 


AST month, economic 
K commentators made a lot of 
@ fuss over the fact that India has 
w© received less foreign direct 
"a Investment (FDI) this year. 
» Actually, FDI has been in trouble 
w= the world over. It fell by 20% in 
“z 2002. This was on the back of a 
ae precipitous 41% drop in 2001. The 
-S United Nation's new World 
4, Investment Report 2003, released 
~& earlier this month, estimates total 
global FDI at $651 billion, which is 
“æ just around half the level that was 
: seen in 2000. 

The biggest falls were seen in 
the-US and UK. FDI inflows to the 
US fell from $144 billion in 2001 to 
$30 billion in 2002, while they fell 
» from $62 billion to $24.9 billion in 





Rising interest rates could upset | 





| 


by Niranjan Rajadhyaksha 


the UK. The new report expects FDI | 


flows to stabilise this year. 
MS 
HE jobless recovery in the US 


economy continues. Around 21 l 


months have passed since the 
trough of the last recession, and 
normally, that should have ensured 
2.8 million new jobs in the US. 
instead, there have been 1.3 
million job losses. Why have these 
4 million jobs disappeared? 

Many economists believe 
output has climbed because of 
higher labour productivity. So there 


| has been no need to create new 
| jobs. But this sort of growth will 


depress domestic demand in the 
US, as families could cut back on 
expenses due to the fear of rising 


unemployment. It'll be clearer once | 
| the one-time effects of president | 


Bush's tax cuts and spending on 
the war In Iraq are out of the way. 


æ 


AS Federal Reserve chairman 
Alan Greenspan just put a nail 
in the coffin of econometrics and 
the entire forecasting racket? 
In a speech given at the annual 
central banking meet at Jackson 


Hole in Wyoming, Greenspan spoke | 


on Monetary Policy Under Uncer- 


tainty. “Uncertainty is not just an im- , 


portant characteristic of the mone- 
tary policy landscape; it is the 
defining characteristic of that land- 
scape,” he said, and went on to vir- 
tually suggest that mathematical 


models of the economy cannot cap- | 


ture this complexity. “For... judg- 


ment, we policymakers, rather than 4 


relying solely on the specific link- 
ages expressed in our formal mod- 
els, have tended to draw from 
broader, though less mathemati- 


cally precise, hypotheses of how the | 


world works,” Greenspan added. 
So Milton Friedman meets 


Wemer Heisenberg? = 


a et gcd i ep 


ages 
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MARKETS 
Penny stocks, 
pound foolish 


ULL runs, such as the one we are 

witnessing now, don't differenti- 

ate between goad stocks and bad. 
Less worthy. scrips, too, merrily race 
along with the blue chips. More often 
than not, many dud ones, especially the 
penny stocks, register spectacular gains. 
But inevitably, they all come crashing 
down. And that hurts investors. 

Which is why in a circular dated 4 
September 2003, the Bombay Stock Ex- 
change (BSE) has cautioned investors 
from picking scrips which have low 
trading volumes (see indicative list). A 
rise in their price might have nothing to 
do with the fundamentals at all. The 
BSE has requested the investing public 
to note the quality of such companies, 










| Strange movements 


% rig in Iday 


| Compa! 
i (Price on 5 Sept in-Re} 30 days ave. volane 








| Surg] Stainless 490.06 | Rc 
| Sirie Soft Lid. 241.97 16,974.90 
| esas Mediline 7,708.86 
| IKF Finance 16,064.32 


i (12,75) 


| Glofame Cotspin a: 
| 6.04) 8,652.14 


a f 


especially the group in which the scrips 
are placed, before dealing in them. 

Many of these companies are listed 
inthe B2 and Z category of stocks. Prices 
have soared with low volumes —aclear 
sign of unhealthy volatility. The BSE has 
advised investors to be cautious while 
dealing in such stocks. 

For its part, the BSE has said that it 
will take appropriate action including 
suspension of trading in the scrips if the 
companies are found to be involved or 
acting in collusion with any person to 
defraud investors. 

While some of the companies may 
have improved fundamentally and fi- 
nancially, there may be others with no 
such improvement in their business ac- 
tivity to support the significant price 
rise. Be wary. a 


Ř____ savine 


ASHISH AGGARWAL 


Xansa cafeterias are home 
to some of the world’s best 
IT people. 


So whenever I’m stuck, I take 
a coffee break. You never know 
what an informal chat with 
some colleagues could 

throw up - a new perspective, 
a recently developed tool, 

a cross industry example, 
anything's possible. 


I guess that’s the advantage 

of working in an 800 million 
dollar SEI-CMM level 5 company 
that’s just won SAP UK's 
Partner of Excellence Award for 





the fourth consecutive year. And 


is also the first company in India 
to get the BS7799 certificatior 


for information security. 


We have nearly 6000 people 
from different countries and 
backgrounds, and more are 
joining us every day. This place 


is really buzzing with brilliance. 


With so many people to lear 
from, I am sure some of it rubs 


off on me with every cup. 


Visit us at www.xan 
or write to us at 
noida.rec@xansa.com fo 


exciting career opportunities 


TRACMAIL 


Merger to 
beat VC blues 


N the next fortnight, Adi 
Cooper, the founder and 
chairman of the Mum- 
bai-based call centre 
company, Tracmail, is ex- 
pected to put to rest 11 
months of intense specula- 
tion about his firm being on 
the block. He is slated to an- 
nounce an all-stock merger 
with a US-based outsourcing 
firm which will bring on 
board a sizeable customer 
base in the healthcare and in- 
surance segments. The 
merger is in line with the cur- 
rent wave of consolidation 
sweeping the domestic BPO 
industry as companies look 
for allies to achieve scale and 
move up the value chain. 
Yet almost a year ago, Cooper was in 
a dilemma. The 60-year-old founder- 
chairman needed $5 million to stay in 
business. The two venture capitalists, 
who together held 70% stake, weren't 
willing to put in any more money. In 
fact, one of them — the View Group 
(50% stake) headed by Gopal Jain — 
even wanted to sell offits stake to a US- 


HEMANT MISHRA 


‘eg 


Hoardings 
that fly! 


un Microsystems 

may have discovered 
a new advertising 
medium — aircraft. Dec- 
can Air, the no-frills bud- 
get airline, is perhaps the 
first of its kind to use air- 
craft as hoardings in the 
sky. If the ad revenues 
help keep fares low — 


why not? a 





BREAKING 
NEWS 





Gopal Jain and Adi Cooper: VC vs entrepreneur 


based firm. Last October, it 
even brought in investment 


vestor. With only 30% stake 
on his side, Cooper had very little to 
leverage against the VCs in the event ofa 
hostile sell-off. So what could he do? 

It now appears Cooper has gotten 
out of the sticky situation. The US-based 
firm — neither Cooper nor the VCs are 
willing to divulge the name — will pick 
up a stake in Tracmail. The two VCs — 
the View Group and e-Tec Ventures 
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(which holds 20%) —will dilute a part of 
their stake, So will Cooper. Even though 
the VCs don't get an immediate exit op- 
tion, it will allow Tracmail to scale up 
without depending on VC funds. “From 
along-term point of view, it represents a 
smaller stake in a stronger company,” 
says a source in e-Tec Ventures. 

So how will the merger benefit Trac- 
mail? First, it will have a broa- 
der geographic footprint, crit- 
ical in netting overseas 
customers. Post 9/11, US and 
UK outsourcers have been 
very concerned about disas- 
ter planning. So multi-loca- 
tion facilities are now crucial. 
Sources say the US-based 
firm already has a presence in 
cities other than Mumbai. 

Second, the strategic part- 
ner could bring in customers 
for two new verticals 
healthcare and insurance — 
where Tracmail does not have 
a presence. Post-merger, it will be able 


| to focus on growing its transaction pro- 
bankers, Edelweiss Capital | 
and Kaulkin Ginsberg, to | 
look for a new strategic in- | 


cessing business in these two segments. 
As of now, it operates in the banking and 
financial services, telecom and retail 
spaces and 65% of the services are 
voice-based. COO Arjun Vaznaik says a 
higher percentage of transaction pro- 
cessing implies better utilisation of re- 
sources and larger revenues. Tracmail is 
looking to double its revenues to $ 22 
million by the end of this fiscal. Both 
Cooper and Vaznaik refused to com- 
ment on the proposed merger. a 

SNIGDHA SENGUPTA 














sandstone 


SO, TRY CHANGING TRAINING INSTI 


“We have ee speaking to you. Business leaders, human 


{resource leaders, training leaders. You believe. that 


developing people is the best way to develop business. 

< To Win. Yet, you remain frustrated by your training 

efforts. You say it is ‘one-off. Shrink wrapped. Without 
follow-up. Not translating into results in the work place. 
Ineffective. 


Win? Preoccupied with ‘putting in', most training misses 
the learner. To work, it must ‘draw out’. Talent as well as 
Emotion. And then build skills and habits around these. 
That is what we do. 


iDiscoveri Executive Education nurtures talent through 
learning experiences that are personally meaningful to 
each individual. We commence with a diagnostic to 
customize the program. Then, a high-impact off-site 
event creates a mental and emotional shift. This is 
followed by an optional 180-day coaching regime for 
participants to ‘habitualize’ these skills. 


"The iDiscoveri experience had direct relevance to our day to day working environment.” 


Mukesh Butani (National Director, Globai Tax, Ernst & Young) 


“T have been an iDiscoveri learner for four years now. The programs allowed me to step away, introspect and 


create an action plan ~ a-greal way to scale new heights.” 











Lo Nandita Mahajan, Head, Systems Development, Fidelity Technofogies (formerly of GE and American Express} 











.. Still sandstone 


Our areas of work are: 


1. A leadership program that teaches leaders how to 
create a winning culture, 


2.A team enrichment program for key teams facing 
critical challenges. 


3. A personal effectiveness program to groom young | 
managers into passionate missionaries. | 

| 

i 


Founded in 1996, iDiscoveri is led by alumni of Harvard, | 
INSEAD, HM & XLRI and has a nation- wide presence. Over 4006 i 
participants from E&Y, GE, Oracle, Bacardi, Xerox, Morgan | 
Stanley, CH, amongst others, have been through iDiscoveri | 
programs. 


For a brochure or a personal presentation call 
Shirish Kher. (North & East} 
(O11) 5565 4333 - 35 
Anustup Nayak (West & South) 
(080) 5699 5290.- 91 
execed@idiscoveri.com 
www idiscoveri.com/execed 


idiscoveri 








.. the subscriber base of 


tors exceeded the 5-mil- 
lion mark. Of this 3.9 














HE growth in 
phone sub- 
scribers con- 
l tinues un- 
` abated. During August, 


the private basic opera- 
= million subscribers 


-> were limited mobility 
subscribers. This is the 


* second month in a row 


that 2 million new subscribers have 
signed on (See ‘Subscriber Additions’). 


| Going by the figures of the last five 


months, the country could easily add up 


“5 another 20 million mobile subscribers 


= i by the end of March 2004. 
Now, does this mean a spark of light 


i , atthe end of the tunnel for the mobility 


industry? After all, Indian cellular tariffs, 


* among the lowest in the world, have | 


“long been blamed for the accumulated 
_, loss of Rs 8,500 crore faced by the indus- 


3 try. With market growth exploding, 


could overall revenue numbers bring 
some cheer? 
Well, not so fast. And not for every- 


Coping 
with 
growth | 








body. According to a 

study done by the Cel- 
lular Operators Associa- 
tion of India (COAD), there are pockets of 


high profitability cellular operations, | 


like Hutchison in Mumbai which has an 
average revenue per unit (ARPU) of 
Rs 770 and Airtel in Delhi with an ARPU 
of Rs 593. 

These circles meet all three parame- 
ters of profitability — subscriber 
growth, high ARPUs and strong revenue 
growth. For instance, for the quarter 
ended June 2003, Bharti’s Delhi opera- 
tions clocked in an average revenue of 
Rs 58 crore per month — the highest in 


the country for that pe- 
riod. It also added 
9.85 lakh sub- 
scribers, once again 
the highest in the 
country. 
But the industry 
as a whole still has 
serious issues about 
managing this 
growth. About 90% of 
this subscriber 
growth is from pre- 
paid subscribers, 
which are typically 
marginal subscribers 
and barely clock in 
ARPUs of Rs 350. In fact, 
the blended national ARPU average is 
Rs 512. Plus, with incoming free and 
talk-time going up, companies have to 
step up network investments, Now 
making things a wee bit expensive is the 
fact that deployment of network under 
the 1800 frequency band is 80% more 
expensive than the earlier 900 fre- 
quency band. So that light at the end of 
the tunnel is still quite faint. | 
RADHIKA DHAWAN & ANUP JAYARAM 





‘SECURITIES & EXCHANGE BOARD OF INDIA 


A pretty comprehensive database _ 


HE days of untraceable market © Regulators need to identify the viola- - 


_ operators behind irregularities in 
=the capital markets might soon 
~ þe numbered. . 

Ons September 2003, the Secu- 
rities and Exchange Board of India 
(Sebi) came out with a discussion pa- 

_ perona comprehensive database of 
market participants (Mapin data- 
_ ase). This covered natoni Sebi's 





; atives, associate companies of regis: 3 





cems of regula s aroun 


| comply. It oversees the activitie 
| around 5,300 securities firms, 
- | 94,000-plus branch offices and 





- tered intermediaries and alllisted Rae > 





~ Stockmarket) is an.example.” 


tors and take speedy and stringent en- 
forcement action. Therefore, the regu- 
lators are turning to creation of a 


Depository. of the US NASD (Nasdaq 
= NASD in the US registers member 
firms, writes rules to govern thei 


haviour, examines them for co 
ance and disciplines those tha! aif 


663,000 registered securities 
sionals. In addition, it also = 
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| comprehensive database of mee = 
: participants. The Central Registration 























tors, self- -regulatory organisations and 
the investing pare The objective. of 


about th teg ek entity key per- 


; database, according to Sebi's paper, 


also contain details like the action 
akei against the entities by various. $ 
regulators. Details of certification of _ 
key personnel of. intermediaries would 


| also be covered. 


Each entity Covered | in ihe data- : 
WOU ld be identified bya unique l 







‘SIIB is the perfect B-school to help you realize your dreams. One of 
India’s premier B-schools, SIIB 's student exchange programme sent 
_ students to Germany to experience the international market. A well- 

structured syllabus, expert faculty and an excellent infrastructure, 

‘together help you reach your goal successfully. 


Admissions Open 


MPIB - Master's Programme in 


International Business 2004-2006 
( Two years, Full time, Autonomous ) 


Specialisations: Marketing/ Finance/ Logistics 


MPIB-Eligibility: Graduates in any discipline wit minimum 50% 


marks. Candidates appearing for a qualifying examination may also 
apply. 


How to apply: Prospectus and application fai are available from 


Monday, 6 October 2003. r g 


Planning 


to be 
ae, 


a world player 


n business 


Mode of obtaining Application Forms: (A) On cash Pain of Rs. i 


1100 at SIIB office, Pune. Or (B) By sending a DD of Rs. 1100, payable 
at Pune, to Symbiosis Institute of International Business (SIIB), along 
with two self-addressed adhesive labels. Or (C) Online application at 
www.siib.ac.in (Payment to be made by DD as mentioned above) 


Entrance Test: Sunday, 18 January 2004 , 3 pmto 5pm 


Centres for Written Test: Bangalore, Baroda, Chandigarh, Chennai, 
Delhi, Hyderabad, Jaipur, Kochi, Kolkata, Lucknow, Mumbai, Pune, 
Ranchi. 


GD/ Interviews: Bangalore, Delhi, Pune. 
Last date for receipt of applications: 31 Dec 2003 
For details visit our website: www.siib.ac.in 


Dr. Rajani Gupte, Officiating Director 


Symbiosis Institute of International Business 


+ Accredited by NAAC + Formerly Symbiosis institute of Foreign Trade (SIFT) 
Symbiosis Infotech Campus, Plot No. 15, Pune Infotech Park, MIDC, Hinjewadi, 


Wace pyne- 411027  Tel.: 020-2934317-19 + Telefax : 020-2934316. 
* email: admissions@mail.siib.ac.in * website: www.siib.ac.in 





CLINICAL TRIALS 


_ Finding global matches 


Clinical research organisation SIRO strikes foreign alliances 


HE clinical research front in 


India is seeing more action. | 


Mumbai-based SIRO Clin- 
pharm, a homegrown clini- 
cal research organisation 
(CRO) which hopes to do business 
worth $6 million this year, has sewn up 
two significant deals recently. First, it 
has tied up with Ecron, a Germany- 
headquartered multinational CRO with 
a presence in several countries. Then, 


last month, it also agreed to work jointly | 


in India with the US-based $880-million 
CRO, Covance. 


through extensive human trials. Clinical 
trials account for a large chunk of the 
costs involved in taking a drug to market 
and a lot of it is outsourced to CROs by 
drug companies. Oflate, to prune devel- 
opment costs while accessing large 
pools of patients for drug testing, for- 
eign pharma companies have been 
looking at countries like India which of- 
fer not only a cost-effective base, but 
also a heterogenous gene pool of pa- 
tients. However, CROs like SIRO are un- 
likely to attract sizeable global business 
on their own. Apart from the global ma- 








jors, the relatively smaller players are ei- | 
ther unaware of India’s potential as a | 
centre for drug trials, or simply don't | 
know how to leverage the advantages. 
Enter Ecron. It is a network of inde- | 
pendent CROs across the world. SIRO | 
can now share projects with Ecron part- 
ners in other countries. For instance, a | 
CRO in Taiwan and SIRO can work to- | 
gether on areas like patient recruitment 
and data management for a drugmaker | 
who cannot afford a Top 10 CRO. Ecron | 
has a presence across Europe, the US, | 





| Israel, South Africa, Taiwan and Korea. | 
These deals are a sign of things to | | 
come. Here is why. Every new drug goes | 


SIRO will be its Indian representative. 
“We will have common SOPs (standard 
operating procedures). It makes a lot of | 
sense to tie up to tap the small and | 






» Some Clinical trials done by SIRO 


medium-sized drugmakers,” says Gau- 
tam Daftary, director, SIRO. 

Unlike the business of manufactur- 
ing pills, clinical research is trickier. You 
need established foreign collaborators 
to get a toehold in the approximately 
$8-billion global market. In drug manu- 
facturing, lax patent laws have allowed 
Indian companies to scale up without 
any tie-ups, but in the CRO business, 
quality and timely delivery are para- 
mountasahitch can result in customers 
losing billions of dollars. Plus, trials are 
invariably done in sites around the 
world, which only a multinational CRO 
can pull off. “The Top 10 pharma 
companies work with the top CROs; 
that’s howitis,” says Daftary. 

To enter this com- 
fort zone between es- 
tablished global 


Therapy area ipod Studies | CROs and big phar- 
Oncology maceutical compa- 
(cancer) 1,086 7 nies, SIRO has de- 

À Anaesthesia 600 K A 8 cided to work with 
SMS CORE SO Covance, a reputed 

my Ophthalmology 320 | 2. | CRO based in Prince- 

N a Respiratory 220 3 ton, New Jersey. 

Immunology 100 2 With its knowl- 
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edge of the Indian 
regulatory environ- 
ment and relationships with hospitals 
to conduct the trials, SIRO is well placed 
to service Covance's clients here. “It’s a 
win-win situation,” says Aloke Gupta, 
associate director and head of life sci- 
ences and biotechnology at Rabobank. 
He predicts more such alliances. 
Already, some CROs like the Mum- 
bai-based DiagnoSearch have decided 
to cede majority control to a partner 
with deep pockets. US-based IT solu- 
tions company iGate recently agreed to 
acquire a controlling stake in Diag- 
noSearch. 
iGate provides credibility, contacts 
and the capital, while the CRO’s 
founders continue to run the company 
witha minority interest. a 
GAURI KAMATH 





HE Indian Music Industry's 

(IMD efforts to kill the menace 

of illegal remixes may pay off 
soon. The consortium of leading In- 
dian music companies has been 
pushing for a deletion of Article 52(1) 
(j) of the Indian Copyright Law, 1994, 
according to which, any song older 
than two years can be used for a “ver- 
sion recording” if a notice of intent is 
given to the copyright holders, com- 
posers and lyricists, along with a 5% 


End of the party? 


A&R) at 
Saregama Indi: 


president 


reckons that any 
where between 70 
90% of the remixing 
revenues is lost to pi 
Ifthe article is racy. Unconfirmed 
deleted in this winter 
session of Parliament 
as expected, explicit 
permission from all 
copyright holders will be 
needed for bringing out a 
remix. Says Rajat Kakkar, man- 
aging director, Universal Mu- 
sic: “Remixing will be at the dis- 
cretion of the copyright holders.” 
Flouting this would mean pun- 


reports suggest 
that T-Series sold 
to 50 lakh 
copies of Kaanta 


close 


Laga, but paid an ad 





vance only for the 
first 5,000 copies 
There's a feeling that 
laws could be ineffective 
without proper enforce 
ment. Says Ashni Parikh, a 


legal advisor at Nishith De 
Our laws are 


ishment for infringement of 
copyright under Sections 63 
&63A of the law. But legal ona par with world stan 
opinion is divided whether 

this will end piracy in the 


q 4S ) dards, but enforce 
ment leaves a lot to 
Rs 150-crore remix indus- be desired.” 


try. Atul Churamani, vice- IRSHAD DAFTARI 


royalty and an advance. A few music 
companies have cleverly used this ar- 
ticle. Says Vijay Lazarus, president, 
IMI: “They pay a small advance, but 
do not pay from subsequent album 
sales, which may run into tens of 
thousands of copies.” 


sai Associates: 











No crush below the belt 


Zero Crush TROUSERS 


It’s impregnated with Ammonia. Pre-washed & 100° 
cotton. Never clumsy or crumpled. Ever ready 
Ever fresh. Now you'll just need a matching body. 
Stay cool without a wrinkle even when you lose it. 


Wrinkle free. 100% cotton. Available in 20 shades. 


Crocodile 


Tough Guys Dress Easy 


© CPPL - A joint venture association of S.A India & Crocodile Intemational Pte. Ltd., Singapore ® Check for 3D Hologram on genuine products @ Trademarks Registered 15439 
CROCODILE PRODUCTS PVT. LTD., INDIA. PH : 0091 -422 - 2643001 FAX : 0091 - 422 - 2643003 E-Mail : cpplind@md3.vsni.net.in Website 








Click into the future 
g and reach a Management 
Institute where tradition builds trust 


VGSOM 


AN INSTITUTE OF 


The school combines the traditional technical strengths of IIT with modern ADMISSION PROCEDURE 
management philosophy. Staying within the umbrella of IIT - KGP, the sige : a 
E P ee eal i ; j Admission is through JMET (Joint Management Entrance Test 
B-School has carved a niche for itself within a short span of time ‘ i e e - A 
rigorous all India Entrance Test conducted jointly by the IIT’s and Il 
è First B-School within the II] system 

e State-of-the-art infrastructure 

e Offers real time industry projects lasting upto a semester | Some of our alumni are holding key positions in organisations li 
e Exchange programme with US Universities | Ernst & Young, GE Caps, IBM, Infosys, ONGC, Orac 
PricewaterhouseCoopers, Reliance Industries, TCS, TISCO, Tri 


PROGRAMMES OFFERED | Corporation, Titan, Wipro 
Master of Business Management (MBM) 


A/A two year full time residential programme 


Doctoral Programme 
The school offers a doctoral programme that requires the candidate to 


f courses and dissertation 


Management Development Programme (MDP) 
The school offers short duration programmes for practising managers in 


various functional areas 





VINOD GUPTA SCHOOL OF MANAGEMENT 
INDIAN INSTITUTE OF TECHNOLOGY 
Kharagpur, W.B., India - 721 309 

Phone 91-329 

Fax 91-325 027 
iitkgp.ernet.in 


E-mail : deanvgs@hij! 




















What BIM Offers ? 

Two-year full-time residential MBA Programme with dual 
specialization offered in Marketing, Finance, Systems, 
Operations, Human Resources and Technology Management. — 


Why BIM? 


Where to take the test ? 

. Bangalore, Chennai, Cochin, Coimbatore, Kolkata, Madurai, 
Mumbai, New Delhi, Secunderabad and Tiruchirapalli 
Who is eligible ? 





100% placements since inception 


Active Collaboration with the Public Sector 
Giant - BHEL, and located inside BHEL Complex 


Contemporary Curriculum 
Excellent core and visiting faculty 
Active partnership with Industry 


Distinguished Alumni occupying coveted positions 
in leading National and International Companies. 


Rated as one of the best B-Schools in Asia 


Diverse Student mix from 22 states to 
encourage cross- cultural sensitivities. 


Largest B-School in Tamil Nadu with 120 seats 








Bachelor's or Postgraduate degree or its equivalent in any DD should be drawn in rE ü 


discipline with a minimum of 50% marks. pharathidasat guuna OF 


Management” payable at Tiruchirapalli. 





e Final year degree students may also apply, subject to 
completion of degree with minimum 50% marks by @ SC/ST candidates can obtain Prospectus and Application Form by 
31st July 2004. sending a DD for Rs. 600/- drawn in favour of “Bharathidasan 
Institute of Management” payable at Tiruchirapalli along with the 
How to apply ? Photocopy of Community Certificate from the Revenue Authorities, 
to the address given below, by regular mail. (Since this process 
e Prospectus and Application form can be obtained by involves verification of certificates, the Application can be obtained 
any of the following Four ways: yi regular mail and not through select GTB branches. For 
1, By sending a Demand Draft for Rs.950/- with a requisition “vais et our website www-bim.edu or online). 


indicating the Test Centre Preferred by regular mail. IMPORTANT DATES : 


. By paying Rs. 950/- in Selected branches of Global Trust Commencement of issue of Application forms and Online 


Bank in your city. For list of GTB branches visit our web Registration: 1st September, 2003 
site at www. bim.edu. Last date for issuing and receiving of Application forms and 


. By online registration - with an option to pay either by Online Registration: 5th December, 2003 


Demand Draft or by Credit Card. For Credit card payments 
an amount of Rs. 1,000/- should be paid instead of Rs.950/- Date of BIM Admission Test: 


. Application Forms available at all IMS Learning Centres 28th December, 2003, Sunday, 2.00 PM 


All correspondence including the requisition for application should have “MBA Admissions 2004-2006” 
superscribed on the envelope and must be sent to: 
The Admissions Chairman, 
BHARATHIDASAN INSTITUTE OF MANAGEMENT 
; Post Box No.12, BHEL Complex, Tiruchirapalli - 620 014. Tamil Nadu. South India. 
BIM Ph: 0431- 2520502, 2520733, 2520796. E-mail: bat@bim.edu Website : www.bim.edu 








= 
3 
ra] 
2 
Ẹ 
£ 
© 
Ea 
® 
E 
ina 








Sines 1991, just about 2,859 students have 


graduated from the ITM Group of Institutions, moving into 
thousands of successful careers and lives. Our students 
have made their mark at over 200 of India's best known 
companies. 

The ITM PGDBA program has been ranked as high as 
#12 for Placement by Business Today Magazine, and is 
considered among the Top 25 b-schools in the country. We 
have many firsts too: @ The first b-school with a laptop- 
friendly, fully wired campus. @ The first b-school to offer 
an Indian-Origin Global MBA program. @ The first b- 
school to introduce a Techno-MBA. 

ITM is a leader in academic collaborations too, 
featuring partnerships with prestigious Institutions in 
Europe, USA and China. It's no wonder that ITM is 
becoming the hottest, most talked about business school 


among students, corporates and faculty in India! 


13 years. 2,859 graduates. 5 campuses. A stellar 
placement record. ITM is the new standard for business 
education in India. ITM PGDBA programs are approved by 
the All India Council for Technical Education (AICTE) 


Admissions for PGDBA 2004 are open now. To apply, send 
a DD for Rs. 1,000/- to the address below, or begin your 
application online at www.itmadmissions.com. ITM uses CAT, 
XAT, GMAT & MAT scores in its selection process. 





For more information : 
Web: www.itm.edu | Phone: (022) 2758 0903/04 | email: admissions@itm.edu 





INSTITUTE FOR TECHNOLOGY AND MANAGEMENT 


Mumbai è Bangalore è Chennai è Hyderabad è Warangal 
Plot 25/26, Sector 4, Institutional Area, Kharghar (East), 





EVEN compa- 

nies — Olym- 

pus, Canon, 

Fuji, Hewlett- 
Packard, Seiko, Epson 
and Sony — have 
come together to sup- 
port a new communi- 
cation standard for photo printers and 
digital cameras . In the process, they will { 
be easing the woes of many users. : 
Till now, a typical user faced a sce- 
nario like this: after investing at least 
Rs 15,000 in a digital camera, he would 
have had to spend another Rs 4,000 or 
so ina photo printer to get prints. What's 
more, the photoprinter would have to 
be the same brand as the camera. A Lex- 
mark printer would be of no use in | 










for 


protocol that lets users connéct digital 
cameras to photo printers regardless of 
¿their manufacturers, as long as the 
uipment is PictBridge compatible. 













| 
| | 
| inters made by any of the | 
seven companies “Orin 
deed, any other com- 


printing images from, say, an Olympus | pany that supports the 
camera as each is based on proprietary | PictBridge standard. 
standards. Canon has already 


That's where a new standard called | announced the 
PictBridge comes in. The Camera and 
Imaging Products Association (CIPA), a 
standards body based in Japan, has 


come out with this communications 


You can print from 
your camera to 
any printer now 





The First B-school established in the year 1982 in Orissa, Regional College 
of Management (RCM) has the unique distinction of having accreditation 
for both MBA and MCA. It is known for its quality infrastructure, academic 
excellence, highly qualified and experienced fulltime faculty and placement. 
RCM is ranked Ist B-School in Orissa, 4th Best B-School in Eastern India and 
among the top 34 best B- Schools in the country as per OUTLOOK - Cfore 
survey Sept 2003. RCM is first institute in India to introduce Master in 
Tourism Administration Programme from 1991. MCA started from 1998. 


AN Regional College of Management 


handrasekharpur, Bhubaneswar - 751 023 
em oF @:- (0674) 2300455/2301595, Website: www.rcmindia.org 





TECHNOLOGY 


A bridge 


cameras 


launch of 11 products — including two 
digital cameras, five photo inkjet print- 
ers and two camcorders — all support- 
ing PictBridge. These are expected to hit 
the market by the end of November. 

It is possible to add PictBridge to ex- 
isting cameras. But the upgrade could 


' depend on built-in hardware features 


like a USB port and your camera 
or printer company offer- 
ing an upgrade. The stan- 
dard could give a boost to 
the fledgling digital cam- 
- era market in India, esti- 
mated at about 45,000 
units per year. a 
SHELLEY SINGH 


RCM STRENGTH AREAS 
Own Campus 


Hostel for 106 Girls inside 
campus 


Hostel for Boys. 
24hours Internet facility 
Offers foreign language courses 


Full fledged Library Recognized 
as centre for doctoral research 
in Management 


Eminent Faculty. 
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INDIAN ROBOTICS 


TRIBHUWAN SHARMA 


ik 


T took Honda 14 years and about 
$1 billion to develop Asime (ad- 
vanced step in innovative mobil- 
ity}, the humanoid robot. A combi- 






limited deployment. A restricting factor 


| is a mere Rs 10-crore annual Depart- 
_ mentofScience and Technology budget 
| for research in robotics. 


nation of 26 motors and gears | 


controlled by software serve as Asimo's | 
muscles, enabling it to climb stairs, turn | 


corners and walk. Robot analysts say 


bos (Sony's robot pet retailing at $1,000) | 


i 


f 


Says Amitabha Mukerjee, head, 
Centre for Robots, IIT-Kanpur: “The 
problem is not just about funds, but also 


_ limited faculty. There would be barely 20 
Honda could sell 100 Asimos next year | 
at $100,000 each. With about 45,000 Ai- | 


f 
i 


gambolling around, robots could soon | 
be part of every home. India, however, | 
has no Aibo owners, while robot use in | 
| manufacturing facility catering to de- 


industry is practically zilch. 


Worldwide about a million robots | 
. is doing a feasibility study for this pro- 
| ject. Meanwhile, IIT-Delhi wants to fo- 


are deployed in industry to reduce risks, 
but Subir Kumar Saha, associate profes- 


sor, IIT-Delhi, estimates there are barely | 
500 robots in India. And 300 of these are | 
| processes are often done manually (like 


used by engineering institutes. 


Research in robotics in India started | 
in the mid-1980s at the Bhabha Atomic | 
| quality and productivity.” Asimo’s 


Research Centre (Barc), Trombay, fol- 


lowed by Jadavpur University, Kolkata, | 
the IITs, and others. That not much has | 
been achieved can be gauged from the | 


professors dedicated to robotics re- 
search in India.” But he feels things 
could change with rising demand for ro- 
bots in surveillance. Already, the Bharat 
Heavy Electricals (Bhel} has indicated 
plans to set up a Rs 200-crore robot 


fence and nuclear plant use. [IT-Kanpur 
cus on robot use in small and medium 
enterprises (SMEs). Says Saha: “Critical 


checking straightness of pipes and 
rods). Here robots could help improve 


month long presence in India could be 
the catalyst for this change. w 
SHELLEY SINGH 


INSTITUTE OF MANAGEMENT, DELHI 


Recognised by AICTE, Ministry of HRD, Govt. of India 















Admission to Two Year Full-Time Post Graduate 
_Programme i in Management 2004 - 2006 


a LBSIM isa premier ‘and dynamic Institute in Management Education, Training, Resderch 
and Consultancy. Over the years LBSIM, Delhi has emerged as one of the fastest growing 

St B-Schools in the country. The Institute has been rated in the A+ Level 1 rates 

mong Top 15 B-Schools in the country by Business India October 14, 2002 & ranked No. 17 

inthe country by B- School Survey conducted by Cosmode in 2002. ES 

APIA Atleast a three year bachelor's degree or equivalent in any discipline recognised 

y the Association of Indian Universities/AICTE as eligible for Post Graduate Studies. Students 
pearing for the final year of degree examination in 2004 can also apply. 







Tian altiicukatuh Can be obtained from the Institute on 
ayment of Rs. 975/- in cash or by sending DD for Rs. 1050/-(Rs.1175/- for candidates residing 


abroad) in favour of LBSIM, Delhi. 


Application form can be downloaded from our website 


iD for Rs. 1 D50 or Rs. t4 tI: as applicable. 


Wil be based.on CAT score and performance in GD, Extempore and interview. Our nettle 
hat CAT for shortlisting the candidates. IIMs have no role either in the selection process orin 


the conduct na be programme., 


Last Date for Issue and Submission of Form: 


Apply to: Admission Coordinator, Lal Bahadur Shastri institute of Management Shastri Sadan, Venkatoshwara 


Mandir Marg, Sector IH; R:K. Puram, New Delhi 110022. Phones: 26191081, 2617240726161 283. 
- Fay'91-11-2819108N E-mail-admissions@ibsim.edu. Website: www.ibsim.edu l 
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(1Yr Full Time) 
Approved by Board of 
Technical Education. 


(2 Yrs Full Time) 
Approved by AICTE, & 
Affiliated to U.P. 


Technical University, w PG Dip. in Marketing & Sales Mgmt. 


Lucknow. 
(2 Yrs Full Time) 
Approved by Board of 
Technical Education. 


Dip. in Modern Office Mgmt. & Secretarial Practices 





(3Yrs Full Time) 
\ Approved by U.P 
\ Government & Affiliated 
"to Dr. RML Avadh 
University, Faizabad. 








e Competent and experienced SCM came into existence in 1997 to equip young men The placement cell offers 


faculty in respective fields: and women with management knowledge, managerial counselling in development 
practical orientation of skills and personal attributes consistent with the needs and placement for SCM 
theoretical topics. of a technologically advanced and globally graduates. It cultivates 
competitive economy. No matter, despite a downturn in relationship with potential 
; State of the Aly SIP UEE lab the industrial segment and a dull job market, we have employees and encourages 
with multimedia and internet been able to place most of our students in leading them to participate in various 
connection. companies across the industry. Our dedication to guest lectures as well as formal 
» Well stocked and up-to-date excellence has made us grow paces across the all India on - campus recruitment 
library. B-School Ranking. process. Our past recruiters are 
» Constant interaction with reputed names from the industry Novartis India Ltd. Panacea Biotec 
through National level Seminars and Workshops. Ranbaxy Ltd. LG Electronics 
: aiden A : Sahara India Sharp Electronics 
Separate hostel polly for boys and girls. ICICI Ltd. Thies Bajaj 
Regular Personality Development Programmes through debates, Eli Lily Ltd. MsourcE (USA) 
GDs, Management Fest, Cultural Programsand talent shows. American Express Xerox Modicorp Ltd 
» Well equipped Auditorium with seating capacity of 400. Spectramind Inc.(USA) Standard Chartered Bank 
: ; ; Toig GE Capital Hindustan Times 
Placements with leading MNCs & Indian Organizations. Ashok Leyland Finance Ltd. Wockhardt India Ltd 


er> — Aaw College all 


Sector - 25, Indira Nagar, Lucknow - 16, Ph: 0522 - 271 6630, 271 6526 
For details logon to: www.sherwoodindia.com 








DILEEP PRAKASH 


d i“ saws 


HE departure of the Hindustan | 


Times (HT) vice-president 
(marketing) Mrinalini Gupta 
may not have caused ripples 
under normal circumstances. But seen 
in tandem with the exits of HT’s HR 
head (the third to leave in 2 1⁄2 years) and 
its circulation and ad-sales head (the 
second in as many years) it gives the im- 
pression ofa pattern. Most of these peo- 
ple had joined HT in 2001, when it spent 
over Rs 400 crore in a new press, people 
and strategy. With 41-year-old Gupta’s 
exit, the team has finally splintered. She 
will probably be replaced by Anand 
‘Electrolux’ Bhardwaj. 
The disbanding of the old team and 
the forming of a new one is significant. 


HINDUSTAN TIMES 


News behind 
the headlines 


pS 
_ > Ranked 43th on Intellectual Capita 


> Specialisation in Finance, Marketing, Human 
__. Resource Management and Information Technology 


> 100 Percent Placements 
xe Piz 24 hours Internet Access 


or application Should accompany 


jemand aa Rs. 1000/- favouring, 
irma Institu 


34567890 





The Rs 450-crore (March 2003) HT is 
preparing to enter Mumbai with the 
Rs 125 crore it will raise by selling a 20% 
stake in HT-Media, a 100% subsidiary, to 
Australian financial services company 
AMP Group Holdings. There is also talk 
ofa tie-up with Star News. 

So is all this in preparation for that? 
How much will this regrouping affect 
HT? After all, Gupta was working on 
HT’s image with loads of research, two 
high-profile ad campaigns and a re- 
design. All through 2001 and early-2002, 
HT under vice-chairperson Shobhana 


| Bhartia was, in fact, making serious at- 








| to her walking out. 


| tempts to be a more proactive leader to 


challenger The Times of India in New 
Delhi. And it seemed to have made seri- 
ous headway going by what media buy- 


| ers say. 


But things changed. In the last one 
year, Gupta started reporting directly to 
Bhartia instead of executive president 
Rajan Kohli. Many of the decisions she 
took were changed. That eventually led 
"w 
VANITA KOHLI-KHANDEKAR 


INSTITUTE OF MANAGEMENT 


Address to: 
Administrative Manager 


Institute of Management, Nirma University 
Sarkhej-Gandhinagar Highway; Ahmedabad 382 481 
_ Phone: 079-3741900-04 E-mail: admissions@nim.ac.in 


Visit us at www.nim.ac.in 








THE INSTITUTE 


One of the top 20 Business Schools of Northern India, the 
Institute of Technology & Science (I.T.S. Ghaziabad) has 
been promoted by Durga Charitable Society (DCS). The 
members of the society have actively contributed in setting 
up of Management Institutes, Engineering Colleges and 
various other Educational Institutions. 


The aim of the I.T.S. is crystal clear i.e. to build competent, 
professional and result oriented young managers with 
moral ethical values. The learning experience at I.T.S. is a 
blend of theory and practice. 

The Institute also offers MCA Approved by AICTE & 


Affailiated to U.P Tech. University, MSc. (IS), BBA & BCA 
_ Affiliated to CCS parei Meerut. 






COMPUTER CENTRE 

Four well-equipped computer labs equipped with more 
than 300 PENTIUM based computers networked through 
` WINDOWS 2000 LINUX and NOVELL NETWARE 5.1 
running on IBM x 220 series@servers. 


The Institute ensures uninterrupted round the clock 
Internet connectivity to VSNL Gaas waa link. 


LIBRARY 

Well-stocked, air-conditioned and fully computerized 
Library running on “ALICE FOR WINDOWS” software 
serve asa catalyst in the learning process. 


Library has a rich collection of more than 11,000 books on 
Management and IT related topics along with project 
reports, industry and company information sources. It 
‘subscribes to more than 120 Indian & Foreign 
Journals/Magazines. CMIE Prowess corporate database is 
another feather in its cap. 


SELECT PLACEMENT PARTNERS 





= Airtel = Dabur = Hutch = TCS = Wipro 
=a JOCI = IFB a BPL = HDFC ® Blue Dart 
a Hindustan Times = HLL Foods = ICICI Bank 
= NS Sparta a Zydus Cadila = PNB Gilts 


= SQL Star International Ltd., 
= Bhushan Steel & Strips a Escorts Mutual Fund 
a Honda Siel Cars (I) Ltd. = LG Electronics 
Placement at I.T.S. is a student driven activity. The 
Institute facilitates placement by providing requisite 
facilities and promoting industry interaction, supported 
bya full fledged active and dynamic placement cell. 


= American Express 


_ (Approved by AICTE, Ministry of HRD, Govt. of India) 





I.T.S. OFFERS 


Excellent Learning Environment 

Enticing Infrastructure and surroundings 

Experienced Core Faculty strength of 35 

State-of- the- Art technological environment 
Opportunities for overall development & growth 
Strategically located in the industrial hub of NCR 
Unique blend of traditional values with modern outlook 


SALIENT FEATURES OF PGDM 


Dual Specialization - Marketing/Finance/HR/IT/IBM 

Pedagogy with a practical exposure includes Project work, 
Workshops Case studies, Role plays & Seminars. 

Regular Industry Institute Interface through Guest lectures & 
Seminars. 

Course Curriculum designed & periodically restructured to suit 
the industry requirements. 

Value added courses of English Communication, French & 
Personality Development programmes. 

Full - Fledged active Placement Cell providing placement 
assistance for final placement & summer training. 

An active Alumni Association 

Other Developmental Activities - Literary, Cultural, Sports & 
Socially relevant events. 


ELIGIBILITY CRITERIA 


A minimum of 3 years Bachelor's Degree in equivalent in any 
discipline. Candidates appearing in their final year of graduation may 
also apply. 


SELECTION PROCEDURE 


The candidates are required to register at I.T.S. through an 
Application Forms which can be downloaded from the Institute 
website : http//www.itsgzb.com and submitted alongwith DD of Rs. 
600/-drawn in favour of I.T.S.-Ghaziabad. Admission through G.D. 
& Personal Interview on qualifying MAT/CAT/AIMS-ATMA or other 
national level admission test. 





GHAZIABAD 


_ Mohan Nagar, Ghaziabad-201 007 
Ph.: 2940258 / 59 /. 60 Fax : 0120-2940082 Mob. : 9818144481 
Website : www.itsgzb.ac.in E-mail : itsbp @vsnl.com 


I.T.S. GROUP OF INSTITUTIONS 





LAW COLLEGE 





UTTAR PRADESH POLITICS 


Majgar muscle 


HE installation of the Sama- 
jwadi Party-led government, 
headed by Mulayam Singh has 
created a formidable caste al- 
liance. It is capable of sweeping Uttar 


Pradesh in next year’s Lok Sabha elec- | 


tions. This is the Muslim-Ahir-Jat-Guj- 


jar-Rajput (Majgar) combination. It | 


won VE Singh's Janata Dal 54 of the 85 


seats in UP in the 1989 polls. In 1991, it | 
gave the BJP 51 seats even though the | 


Muslims dropped out of the alliance. 
Now, Mulayam has revived the rain- 

bow coalition with the support of Jat 

leader Ajit Singh, Lodh leader Kalyan 


Singh, Kurmi party Apna Dal, Thakur | 
leader Rajnath Singh of the BJP and the | 


Muslim-Ahir (Yadav) clans. He looks set 

to rule UP for the next four years. 
Mulayam’s rapid consolidation in 

the fortnight since Mayawati resigned 


MD 


A b-school that thinks ahead 


IMIS is one of the leading management 
institute in eastern India, established 
with the support from the leading ' 
business houses. IMIS offers two year full 
time post graduate program in 
management that is approved by AICTE, 
Govt. of India. It has a two-fold approach 
in imparting training to its students. The 
first approach is to ensure adequate 
foundation in the basic areas by 
providing them knowledge & skills 
essential to the practice of management. 
The second approach is to extend an 
Opportunity to have specializations 
chosen by them. IMIS provides an 
excellent platform to have continuos 
interaction with the 
industryprofessionals through corporate 
talks, seminars, workshops, industrial 
visits, projects and event management. 
IMIS always strives to offer innovative 
courses to educate students through 
pragmatic approaches to business theory 
together with sense of ethics & overall 
personality development. 


the merger of the breakaway BSP fac- 
tion into the SP he is just 18 short of the 
majority figure — a number he can eas- 
ily get, either by absorbing all the inde- 
pendents or by weaning away poll-wary 
| sections of the Rashtriya Lok Dal and 
the Congress. 
Mayawati is out in 
the cold. The exodus of 
upper caste MLAs from 
her ranks has shrunk 
the BSP back to its Dalit 
base. And she might get 
entangled in a web of 
court cases with Mu- 
layam framing charges 
against her government. 
| The BJP has the 
shallow satisfaction of 
being the main opposi- 





has changed political equations. After | 


| tion party. But, with the Mulayam Singh 


government serving its upper caste in- 
terests, their vote bank is split. While the 
Thakurs are openly with Mulayam, the 
Brahmins and Banias oppose him. BJP 
leaders may be making noises about re- 
viving the mandir stir but privately they 
admit the temple is a dead issue. 

As for the Congress, there is virtually 
norole for the partyin UP today. It can at 
best hope to strike a deal with either the 
SP or the BSP to retain the family belt of 
Rae Bareli, Amethi and Sultanpur. W 


ARATI R. JERATH 


IMIS Bhubaneswar 


The Institute 


Offers contemporary, innovative courses through pragmatic approaches to business theory. 
Staffed by a panel of competent and committed full-time faculty and visiting experts from Industries. 
Mentoring by faculty for individual student development. 
Focused leadership development through management clubs, 
Use of business games, simulations, exercises and cases for strategy skill development. 
Provision for dual specialization. 
Backed up by strong networking with industry. 
Air Conditioned Lecture theaters. 
Stress Management through Yoga & Meditation. 
Support to the industry for research and in-company training program. 
Publishes a research Journal” Pratibimba”. 
Conducts FDP & MDP for young teachers & executives. 


The star placements of 2003 


*ABP Ltd. «Bata India *Ceat *Cipla *Decan Chronicle +Dr. Reddy's Lab 
¢Hindustan Lever *Hindustan Times +ICICI Prudential «Nestle India «Sanat 
Products *Sika India «The Times of India *Whirlpool of India «Wockhardt 


Admission is open for the 10th batch of two year 
full time PGDBM program for the year 2004 
For more details log on to <www.imis.ac.in> 


INSTITUTE OF MANAGEMENT 


& INFORMATION SCIENCE 


Approved by AICTE, Govt. of India 
Vivekananda Marg, Bhubaneswar - 751 002, Orissa, India 
Phone : 0674-, 2431953, 2435697, 2433762 Fax : 0674-2433932 
Email: imisbbsr@sancharnet.in 
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There are moments 
in life when you 
‘Simply Trust’ someone. 


| or your health, relationships, dreams, career aspirations... there is always someone you ‘Simply Trust’. 


Someone you can rely on for guidance at every step. 


IMS, the leader in entrance exam training for over 
25 years, with its expert guidance and intensive 
training, has been helping students realise their 
dream career. 


758 final admissions to the IIMs in CAT 2002. 


The IMS CAT 2004 training program includes: 

e Regularly Updated Study Material e Group 
Discussion and Personal Interview Training 
e All-India Simulated CATs è Additional Practice 
Tests for XAT, JMET, CET, FMS, IIFT etc. 
e Advanc'edge MBA - A Unique Monthly Journal 
for MBA Aspirants 


Now available 


IMS' value-added services: 


e Preliminary tests followed by feedback 
e SimCATs based on the actual CAT 
e Institute Tracker (log on to 
www.imsindia.com) that includes B-School 
information and seminars by B-Schools at 
IMS e N.R. Rane trust scholarships for 
meritorious students e Placements / 
internships in corporates e Library facility 
e Student helpline in all centres across India 


CAT Cruncher - A fast track course to prepare for CAT, XAT, FMS, NITIE, JMET ete. 





Test Series including 6 SimCATs and 10 Practice Tests. 





Comprehensive Classroom and Correspondence Courses available for 


CAT, CET, BMS, MCA, GRE, GMAT, SAT, TOEFL and IELTS. 


To enrol, Walk-in / Call: 


(ims) Learning Centre 


@ 1st Floor, Ramakant Building, Tilak Road, Near Stn., Santacruz (W), Mumbai - 400 054. Tel.: 2600 7242 / 2605 6726 @ 1/45, Tardeo AC Market, 
Tardeo, Mumbai - 400 034. Tel.: 2352 1800 / 2439. @ N-801/802, North Block, 8th Floor, Manipal Centre, Dickenson Road, Bangalore - 560 042 
Tel.: 509 2117, 558 2200. @ ‘st Floor, Sindur Pantheon Plaza, 346, Pantheon Road, Egmore, Chennai - 600 008. Tel.: 2821 41/75/76. @ 101A, 
Ashoka Estate Building, Barakhamba Road, New Delhi - 110 001. Tel.: 2335 9967 / 68 / 70 / 87. @ 301, Topaz Building, 3rd Floor, Panjagutta, 
Hyderabad - 500 082. Tel.: 2341 2033, 5566 9333. @ 3rd Fir., 75C, Park Street, Above Titan Showroom, Kolkata - 700 016. Tel.: 2217 0101/02/03 


© Agra: 252 6597 @ Ahmedabad: 656 1342 @ Allahabad: 98391 55897 @ Aurangabad: 562 4367 @ Baroda: 236 3237 @ Bhilai: 503 3414 @ Bhopal: 527 4262 
@ Bhubaneshwar: 256 4156 @ Chandigarh: 62 1914 @ Cochin: 236 6617 @ Coimbatore: 221 5284 @ Cuttack: 33 5085 @ Dehradun: 274 3557 
@ Dhanbad: 220 8558 @ Durgapur: 258 4500 @ Gariahat: 2465 9001 @ Goa: 564 3852 @ Gwalior: 245 6020 @ Indore: 254 3181 @ Jabalpur: 231 9340 @ Jaipur: 
274 0579 @ Jamshedpur: 242 1351 @ Kanpur: 250 5503 @ Kolhapur: 568 4574 @ Lucknow: 228 5768 @ Ludhiana: 502 9061 ® Madurai: 
253 7370 @ Mangalore: 242 8408 @ Mumbai: @ Sion: 2402 0224 E Borivali: 2833 2074 m Thane: 2539 9168 ™@ Vashi: 2789 6984 m Dombivli: 280 2760 ® Nagpur: 
255 7084 @ Nashik: 560 2551 @ Noida: 259 1284 @ Patna: 221 0729 @ Pune: 400 3455 @ Raipur: 225 4961 @ Ranchi: 221 0147 @ Salt Lake: 2321 0303 
@ Tambaram: 5587 4048 @ Trichur: 232 3540 @ Trichy: 274 2002 @ Trivandrum: 233 9403 @ Vishakhapatnam: 553 0370 


A detailed course prospectus, which answers all your questions about management courses and includes a list of Top Management Institutes in 
India with detailed analysis of each of the Management Entrance Tests, is available for Rs. 30/- at your nearest IMS Learning Centre, or through the 
IMS website. MO/ DD of Rs. 50/- (inclusive of postage of Rs. 20/-) to be drawn in favour of IMS Learning Resources Pvt. Ltd., if ordered by post. 
Specify the relevant course prospectus behind the MO/ DD. 


www.imsindia.com 


Ta 
‘Ld T d TITUTE OF win AGEMENT 
) (An inaction of Marwar Education Foundation) 
Marwar Bhawan, Polo No. 2, Paota, Jodhpur 342 006 (Rajasthan) 
Tel. : 0291-2542235, 2550070 Fax : 0291-2543600 
E-mall : aravall@Indla.com Web : http://www. aravall.org 


| Admissions Notice for 5" Batch (2004-06) of | 
= Two Years Full-time Post Graduate Programme in Management| 


Ask the students of our earlier batches who have experienced 


-© 1" Rank in Rajasthan and 63” Rank in India amongst @ 1" and only management institute in Rajasthan 
the top management institutes. (Source : affillated to Common Admission Test (CAT) conducted 
BT-Cosmode The Best B-Schools Survey 2002, by the prestigious IIMs. 


ne 
Business Today, issue dated 04th August 2002) Around 300 CEOs of leading organisations from all over 


Academic Complex with latest infrastructure & India and abroad and several! IIMs & IITs. professors 
facilities Including 64 kbps leased line internet visited usin the last three years. 
connectivity. 


Facilitation for 100% placements in national and 
è Furnished hostel facilities with meals separately for multinational organisations. 
: boys and girls, 


£ Promoters are primarily the alumni and faculty of IIMs and IITs with commitment 
i to transform the students as budding managers par excellence. 


‘Eligibility : At least three years bachelor's degree or equivalent in any disc ipline recognized by the Association. of 
: Indian Universities/AICTE. Final year students may also apply but admission is subject to completing graduation by 
«E 30° June 2004. 


Selection Process : Performance in Common Admission Test (CAT) of IIMs, academic track record, group dicaian 
and personal interview. 


The interested candidates should procure CAT bulletin (refer newspaper advertisement in July 2003 by IIMs) and send 
the duly completed CAT Application Form (supplied in the bulletin) directly to the concerned IIMs controlling the centres 
where they wish to take CAT (as explained in the CAT bulletin). 


Our Institute is affiliated to CAT for shortlisting the candidates for our Two Years Full-time Post Graduate Programme in 
Management. IIMs have no role either in selection process orin the conduct of the programme. 


‘AIM's Programme Forms (alongwith the Information Brochure) can be obtained from any of the following branches of 
State Bank of Bikaner & Jalpur(SBBJ) against payment of Rs. 1000 in cash: 


Ahmedabad (C.G. Road), Ajmer (Station Road), Alwar (Main), Bandikui, Banswara (Main), Barmer (Main), Baroda, 
Bharatpur (B. N. Gate), Bhilwara (Bhopal Ganj), Bhopal, Bikaner (Public Park), Bundi, Kolkata (N.S. Road), Chandigarh, 
Chennai (Rajaji Salai), Chittorgarh (Collectorate), Churu, Dausa, Dholpur, Dungarpur, Faridabad, Gwalior, Indore, Jaipur 
(Tilak Marg), Jamshedpur, Jhalawar, Jhunjhunu, Jodhpur (Sardarpura), Kishanganj Madanganj, Kota (Aerodrome 
Circle), Mumbai (D. N. Road), Nagpur, New Delhi (Connaught Circus), Pali (Collectorate), Patna (“R” Block), Ranchi, 
Ratlam, Rohtak, Sikar (Collectorate), Shri Ganganagar (Public Park), Tonk, Udaipur (Chetak Circle) 


$ Under exceptional circumstances (such as stocks of Forms exhausted or none of above branches being in your 

Ziocation), AIM's Programme Forms (alongwith the Information Brochure) can be obtained by sending draft for 
Rs. 1000 in favour of “Aravali Institute of Management” payable at Jodhpur to the Chairman (Admissions) at the above 
address. 


The Programme Form and Information Brochure can also be downloaded from our website <http://www.aravall.org> 
d which piease do visit for further details. 


Important Dates 


s Issuance of CAT Bulletin by State Bank of India (as per IIMs advertisement) :14" July to 22™ August 2003 

« Last date for receipt of completed CAT Application Forms at concerned IIMs  : 12" September 2003 

» Common Admission Test (CAT) conducted at selected centres all over India: 23 November 2003 

« Issuance of AIM Programme Forms by above SBBJ Branches : 01" August to 06” Dec. 2003 
e Last date for receipt of completed Programme Forms at above AIM address  : 06” December 2003 

« Group Discussion and Personal Interview at Jodhpur : During March/April 2004 

« Preparatory classes in Accounts, Communication, Computers & Maths. : 01-30 June 2004 

« Start of regular academic session : 06" July 2004 


‘Goo Ra as SR Ta SR MEE Re Re Se Sa Sa Me ETE 
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Foundation for Better Life 





Always expect the upexpacted at 





JIMS. Breaking limits, ve 
expectations. Setting new / rules. 
After all, innovative education is JIMS Rohini started in 1993 


what makes JIMS a benchmark 


in quality education, today. Aas A » \\ \ 
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JIMS Kalkaji started in 1997 


JIMS Vasant Kunj started in 2003 


offering all courses 





Courses offered JIMS Jaipur started in 2003, 
PGDBM, MBA, MCA, BCA, BBA, BMC, BCAM bai e 





jims 


Jagan Institute of Management Studies Jagannath International Management School 
, Institutional Area, Rohini, Campus : IP 2 & 3, Sitapura MOR Pocket-105, Kalkaji (Opp. Nehru Place OCF, Pocket 9, 
Sector 5, Delhi-110 085. Industrial Area, Phase-lV, Bus Terminal), New Delhi-110 019. Sector-B, Vasant Kunj, 
W. : 011-27042284, 27042296. . Choki Dhani, Jaipur-303905. Tel. : 011-26442957-59, 26232914. New Delhi-110 070. 
Fax : 011-27054106. Tel. : 0141-5071311/5111718/5101716. Fax : 26220998. Tel. : 011-26134201-03. 





Femail : iims@vsnl.ecom Wehsite:www iimsindia.ora E-mail : inims@vsni.com Website : www.iaaannath.ora 


tby ashok v. desai 


Ranil’s vision for 
India & Sri Lanka 


Ashok V. Desai is 
consultant editor of 
The Telegraph 


The two 
countries 
can 
emerge as 
one of the 
most 
dynamic 
regional 
markets 
in Asia if 
they 
integrate 
their eco- 
nomies 

















N 23 August, Ranil Wickreme- 

singhe, the prime minister of Sri 

Lanka, gave a lecture in Chennai 

that should have been heard by 

Atal Bihari Vajpayee and his cabi- 
net. He said that India and Sri Lanka shared a 
success story; that after they became indepen- 
dent, both developed viable democratic sys- 
tems — something few developing countries 
managed to do. And both share a failure: both 
failed to make their people rich, while others 
like the East Asians succeeded. Free market re- 
forms transformed China. Korea built up an 
economic powerhouse before instituting full- 
fledged democracy. Indonesia concentrated on 
raising economic performance and only then 
began to democratise. Vietnam is attracting 
large amounts of foreign investment while it re- 
mains one of the last communist economies. 
Sri Lanka was held up as a model in the 1950s; 
countries like Malaysia and Singapore looked 
up to it. Today, they have left it far behind. 

The reversal has been brought about by the 
emergence of the international market. Increa- 
singly, trade has broken national boundaries 
and people in different countries are dealing, 
with one another; the governments have noth- 
ing to do with it. This movement of goods, ser- 
vices, finance and even ideas across national 
frontiers has brought prosperity to the coun- 
tries that took the opportunities trade offered. 
Governments have to facilitate and encourage 
this flow if they want their people to prosper. 

Sri Lanka and India can emerge as one of 
the most dynamic regional markets in Asia if 
they integrate their economies. Wickremesin- 
ghe gave examples of tea, textiles and informa- 
tion technology, where removal of barriers 
would benefit both nations. Integration would 
be closest and most lucrative between Sri Lan- 
ka and South India. The two, within an hour's 
flight time, offer tourists the greatest variety of 
monuments, fauna and natural beauty. Inte- 
gration of the resources would raise incomes 
and employment, especially in rural areas. 





Integrating the two economies will require 
better power, transport and communication. 
In infrastructure, too, it makes sense to think re- 
gionally than nationally. A power grid from 
Nepal to Sri Lanka would be far more efficient 
than a large number of fragmented segments. 

Wickremesinghe mentioned a bridge be- 
tween Rameshwaram and Talaimannar as one 
of the last steps in integration; it would vastly 
increase the flow of goods between the two 
economies and help them emerge as a global 
marketing base. “Let us build acommon future 
from our common past,” Wickremesinghe 
said, “all it requires is the imagination, the lead- 
ership and the commitment to shake off the 
shackles of the past, bring peace to this part of 
the region, and make our people rich.” 

I was particularly touched by this appeal; 
Wickremesinghe put in a leader's language what 
I have been pleading for for some years now. 
When I met him in May he seemed a bit embat- 
tled. The friction between him and Chandrika 
Kumaratunga, the Sri Lankan president, must 
have taken its toll. I asked him how a well-es- 
tablished pillar of Sri Lankan society, editor of 
one ofits leading English dailies, could think of 
emigrating to Canada. He said that salaries in 
Sri Lanka were low. So are they in India; but I 
doubt if the editor of BW would ever think of 
leaving India. At this level, most Indians would 
find their lives and careers rewarding enough to 
stay in India; they could never find equally ex- 
citing careers in other societies. 

People do not mind poverty so much. They 
suffer if they are destitute, or if their living stan- 
dards fall. But the level they are used to does not 
hurt them much, their expectations matter 
much more. If they expect life to get better, they 
will bear a lot; if they expect it to get worse, the 
worry and depression will get them down. 

The level of hope depends on whether there 
is peace, security and economic growth. India 
and Sri Lanka have not had enough of these. 
Ranil is telling us let us achieve these; itis much 
easier to do it together than separately. | 
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qin 
"State Bank has | state manor maa | 


2000 ATMs. 
So what !" 





So you can get cash 
Just in a flash! 


Call us at 
1600 112211 
24 hrs. 

7 days a week 


State Bank ATM-cum-Debit Card 


Absolutely Free! : For a balance of just Rs. 1000/- in your SB A/c. 
Hurry! open your A/c with SBI or its Associate Banks today. 
e Use it at over 2000 ATMs of SBI and its Associate Banks and over 
3000 ATMs of other banks displaying æ and over 23,000 shops and 
restaurants displaying #® 


Visit us at : www.statebankofindia.com or www.onlinesbi.com 





Contact our Call Centre in New Delhi, Mumbai, Kolkata, Hyderabad, Bangalore, 
Chennai, Bhopal, Chandigarh, Lucknow and Bhubaneshwar. At other centres 
please contact the nearest card issuing Branch or E-mail us at sbicashplus@vsnl.net 




























| PROMOTIONS § 


Alliance Business Academy 


five years of its existence. 
Mission 
development and sustenance of a Knowledge Society. 


and outreach, Alliance Business Academy 


students, faculty and employees, and improving the quality of life.” 
management institutions in India by the year 2006. 

. Alliance Business Academy offers the following programs: 

. from The Chartered Institute of Marketing, U.K.) 
University. 

University. 

University. 


Post Graduate Diploma in Management [PGDM] 
Post Graduate Diploma in IT & Management [PGDITM] 


Development, Mysore 


E IMD), was established in 1993 under the Chairmanship of Dr. D. 
Veerendra Heggade, Dharmadhikari of Dharmasthala, a famous pilgrim 


the PGDBM is through the Common Admission Test (CAT) conducted 


and performance in CAT and MAS. 


“Alliance Business Academy seeks to contribute to the | 


y The vision of ABA envisages the institution to be among the top 10 


Postgraduate Diploma in Management (Concurrently with ACIM | ° 


Master of Business Administration [MBA] of the Bangalore ! 
ABA'S CORE VALUES 


: Master of Computer Application [MCA] of the Bangalore 


Bachelor of Business Management [BBM] of the Bangalore 


A 32-acre campus of international standards that is being developed on 


SDM Institute for Management 


. pedagogical methods such as case discussions, management games, 
: student presentations, project work, and guest lectures, but also in 
. equal measure through informal settings. 
DM. Institute for Management Development, Mysore (SDM- | 
_ occupation male and female. student residential. areas, class and 
_ seminar rooms and auditoria with the latest audiovisual equipments, 
center in Karnataka State, India. Driven by Dr. Heggade's vision to 
create global business leaders, SDM-IMD has become a renowned 
Business School today. The core offering from SDM-IMD is its | 
prestig lous two-year residential program leading to the award of Post- 
graduate Diploma in Business Management (PGDBM). Admission to 
| management utilize all these facilities. 
by the IIMs followed by a. Managerial Aptitude Screening (MAS) 
process. Final selection is based on the applicants’ academic record 
- schedules are available well in advance and also posted on the website 
SDM-IMD's strength lies in the rigorous holistic and totally merit © 
based admission process with CAT as the initiating point. The Faculty . 
is drawn from those with the best of Indian and foreign management _ 
education with substantial hands-on industry, teaching and research 
experience. Course work for the program is very rigorous and 
conducted in an atmosphere of continuous learning. Learning occurs © 









ue B-SCHOOL 


the outskirts.of Bangalore will have the following features: 


E The entire campus is being constructed based on the "Wirel ess” 
oundedi in 1997 by promoters who are the alumni of the IIT and the : 
IIM;-Alliance Business Academy has made rapid strides in the | 


concept. Connectivity is provided. through: ‘HOTSPOTS’. With 
Laptops, students anywhere on the campus wil lide able to attend 
virtual classes. 


: @ Provision for cases and assignments to be discussed ‘evel and 


from anywhere on the campus. 
+ A central server through which materials can be PAn 24/7. 


© @ A 1000 seat Convention Hail that would house hi-tech facilities like 
Focusing on education and training, teaching and learning, research - 
is committed 
to creating, conveying, and applying knowledge to continuously provide | 
opportunities for personal growth, participating actively in societal and | 
community development, fostering a wholesome personality in ! 


a plasma screen, Touchscreen for.the audience, interactive audio 
and video facilities for individual participants 

36 aesthetically and acousti ically designed semicircular classrooms 
Separate Tutorial Rooms for students a 

Separate Conference Halls to seat 400, 600, 1000 and 2000 
Facility for outbound Corporate Training: Programs 

Utilities like a Supermarket, ATM, Cafeterias, a garden restaurant, 
etc- all connected through wireless technology 

Fully equipped Gymnasia, Indoor stadium and a sports complex 
Student and Faculty accommodation of the highest international 
standards 


e Total Customer Satisfaction - both Internal and External 
e Personal Integrity 

e Respect for the Individual 

@ An uncompromising commitment to Quality 

è Freedom of inquiry 

e Fostering a lifelong commitment to learning 





not only through formal- class room sessions which incorporate all 


The Institute facilities are comprehensive with:. separate single- 


computer lab, and 24-hour Internet connectivity via broad bandwidth 
dedicated line. The campus is set in the foothills of Chamundi Hills, 

on twenty acres of lush-green landscape. The infrastructure is 
designed to challenge and. stimulate the finest minds. Students to 
practice their skills of leadership, competition, cooper and 


Besides PGDBM, SDM-IMD conducts a series of Manegomett 
Development Programs also every academic year. The program 


www.sdmimd.net, . Residential programs of 3° to 5 days’ duration, 
company-specific programs-and one-day refresher programs are held in 
the areas of Marketing, Production, Systems and HR. 

The ambience at the Institute encourages an open, informal. and 
participative learning. with. a. burning desire for excellence in all 
undertakings. 


Just some of the many reasons to be associated with us 

+ "India’s first organisation inits segment to receive coveted ISO- 9001 by FUV, Germany, 

s e Already helped more than 10000 students getinto their dream institutes in India S abroad. 
T most popular education portal www.teyonline.com. i in its. segment. 


of material that attracts students of Ivy League colleges of India like us Iss Sts Sephens, CHL 


ESR, DCE, Poddar, Xaviers, Loyola, Presidency to namie a few. 
sed innovative teaching methodology. 
1S administrative support 


capacity to invest aroun acs need only writ 
«com or call 09417 





PROMOTIONS 


IFMR- Retooling Managers 
For Global Competitiveness 


T he Industrial Credit and Investment Corporation [ICICI] now ICICI 
Bank and the Kotharis teamed up with an aim to start a world class 
Finance and Management education Institute in 1970, thus the 
Institute for Financial Management and Research [IFMR] came in to 
being. IFMR is a completely autonomous Institute which is dedicated 
to the service of private, public sector units, Government Departments, 
Financial institutions, autonomous bodies etc, where in the former 
carries out various activities pertaining to 
training, consultancy and research 
activities. Located in a verdant campus in 
the heart of Chennai, IFMR a non-profit 
institution is recognized by the 
department of Scientific Research and 
Industrial Research, Min of Science 





Prof. S. Ramachander 
Director IFMR 


schools in India. Administered by a Board 
of Governors through a director 
appointed by them, sponsored by ICICI bank, IFMR 's financial needs 
are supported by elite business czars of India. 

Anticipating in advance the changing facets of business practices 
and need for quality executive education, Academy for Management 
Excellence [ACME], a separate division of IFMR was established in 
1991. Since its inception, ACME has been striving hard for retooling the 
Indian manager for global competitiveness." Our model is unique and 
different one, where in we focus on attitude towards quality and 
making students acceptable to the industry. Interests and goals of ours 
does not lie in filling the student with the current industrial knowledge 


but in making them learn that continuously, use the same as per | 


demands of situations. What makes us different is that our efforts are 
directed towards waning students from 
memorizing practices and getting them to 
think for themselves, which is lacking in the 
UG curriculum. Thus we are committed to a 
holistic understanding and an integral 
approach to managerial, social problems 
and to promote the need for sustainable 
growth," says S.Ramachander, Dir IFMR. 
This internationally reputed seat of learning 
is a center for advanced global training 
programmes and research conducted by 
the Govt of India, Common Wealth 
Secretariat, World Bank, Ford Foundation, 
USAID, Kennedy School of Govt, Harvard 
and International Institute of Education, 
Washington DC. 

ACME, gained national recognition in a 
short stint by offering quality executive 


&Technology, approved institution of | 
national importance by Min of Finance as | 
a Social Science Research organization | 
and is also ranked one among the top B- | 


B-SCHOOL 


| education through international collaboration with The University of 
| Michigan Business School, USA and The Open University Business 


School UK. Their curriculum throws light on all aspects of management 
education. IFMR offers full time, part time and distance education MBA 
programmes with unique features. Though IFMR's main core area of 
concentration was to impart training, conduct research and provide 
consultancy in finance and industrial economics to all sectors of the 
industry, with this aim, they initially started a PG Dip in Finance but off 
late they have broadened their scope to other spheres of functional 
management Viz. marketing, HR etc." The curriculum here has been 
designed in a way to suit needs of both national as well as international 
business establishments. We believe that our approach is systematic 
and integrated and holistic education has been made mandatory. We 
hope to inculcate more immaculate ethical codes," said 
S.Ramachander. 

"I would like to mention that our library has been recognized as a 
Depository Library for international bodies like World Bank, UN 
University and WTO secretariat. The PGDM curriculum on offer has 
been designed by using the six l's of today's changing business 
practice requirements namely: Internationalization, interpersonal skills, 
Integrated perspective, ICT integration [Information Technology], 
Integrity, individualization. We are very choosy in admitting students to 


| our courses hence we are able to maintain a student mentor 


relationship of the highest order to enable students to express freely 
their ideas. Our faculty members who are eminent personalities with 
many milestones touched in their respective fields form the core 
strength of IFMR, says S. Ramachander. 

IFMR maintains a very low profile compared to their contributions 
and achievements towards economic development that however is 
sky-high and the entire nation has to remain indebted. This institute has 
achieved world-class excellence in banking management and training 
of top management officials. Ramachander disclosed that IFMR is in 


| the process of obtaining a Deemed University status and is working 


hard to become a Center of Management excellence and a top 
business schools in Asia. 





Employers are looking for more than an MBA qualification. 
Our programme ensures that you are adequately prepared not only for a Great 
career but for life and all that it has to offer 


The AIDAC 


Individuals having a three-year Bachelor's degree (or any 
qualification recognized by the AIU as equivalent)with 
minimum of 45% marks can apply for the program. 
Applicants are required to take CAT -2003 and 
admissions are based on applicants’ composite scores 
in CAT, graduation degree, group discussion and 

jews. Applit@ation packs are available for Rs 600/- 
ash orthrough DD of Rs 650/- written for “NIILM“. 
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Ranked among India’s top twenty business schools and among the best five to have evolved in the last one decade, the Center has now 
become a part of the NIILM University. It has expanded capabilities and resources for high quality research, innovative management 
training, consulting and executive development programs. NIILM students now have a wide choice of multi-disciplinary courses to pursue 
according to their interests which will widen career opportunities for them. 


r Centre 
for 
Management Studies 


ough Values & \ 


AICTE approved PGDBM program (through CAT); Executive MBA Program; Management Consulting; Executive Development and Training 


B-II/66, M.C.1.E, Mathura Road, Badarpur, New Delhi-110 044; Ph. : (Direct) 26948544, 26943859, 26941529/1539, 2-6954513/4514 
Mobile number: 9810268037; E-mail: admissions@niilm.com, Website : www.niilm.com 
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Gandhi Institute of 
Technology and Management | 
(GITAM), Visakhapatnam 


ped (GITAM) is 
‘the country. Established in 1997 in academic collaboration with the Indian 


of India, GIFT offers a two. year Master in International. Business (MIB), the 


teaching, training, consulting and research as the four pillars of its activity 


ntreneurship development. 


ample opportunities for developing skill in analyzing business opportunities, 


GIFT 


GITAM INSTITUTE OF 


FOREIGN TRADE 
VISAKHAPATNAM 





invites Applications for 
Admission into Vill Masters Programme 
In International Business 2004-2006 

GIFT is an autonomous institute established in 1997 
by GITAM (Gandhi Institute of Technology & 
Management), in academic collaboration with HFT 
(indian institute of Foreign Trade), New Delhi. GIFT 
has most experienced full time faculty with 
international qualifications and experience. it has a 
good track record in placement. It is part of 100. acre 
GITAM campus with centrally air conditioned central 
library, state of art e-learning facilities and internet 
access, expansive play grounds, hobby centre, yoga 
centre, separate hostels for boys and girls. It has 
been ranked 39 among top 100 Business Schools in 
India by the 3 Business Today ~ Cosmode Survey 
2001-02 and considered best next to IIFT, New Delhi. 


Programme’ 


Unique features of the programme include courses in 
foreign languages, export-import management/ 
documentation, shipping, logistics and supply chain 


Institute of Foreign Trade, Ministry of Commerce and insdustry, Government = 
flagship programme of the institute. An integrated business school with 


base, GIFT has serviced a host of organizations related to foreign trade like 
VSEZ, APEDA; SIDBI, MMTC, NMDC, FAPCCI, Tobacco Board, Horticulture 
Board, CONCOR, various chambers of commerce, SMEs and prospective 
‘entrepreneurs in the fields of export marketing, export finance, foreign . 
‘exchange risk management, commodity futures; logistics and supply chain Maersk. 
‘management, WTO agreements and implications for business and 
itre . Education programmes in Export Import Management, Logistics and Supply 
~The Masters Programme in. International Business (MPIB) prepares the . 
‘participants for professional careers in the management of business l 
operations with a global perspective. The programme structure is designed to | 
help the participant appreciate the interrelationships between the diverse and i 
complex operations of domestic as well as international business and provides | 
< Report 2003, the first ever district level development report, 





| deter ing: condi ions > access- 0 potenti m mares nd tomua 
strategies for market penetration. GIFT places emphases ona state-of-the-art 
curriculum. The guidelines for setting the curriculum and syllabi for the MPIB: 


are framed by IFT. The programme follows a trimester system and covers. 
, -more than 36 courses. Training in foreign language — French, Spanish or 
GI FT, an offshoot of Gandhi Institute of Technology and Management 

located in the port city of Visakhapatnam on the east coast of 


Japanese — is also part of the curri culum. A variety of teaching methodologies 
~ lecture cum discussi on, case studies, “role-play, in basket. exercises, 


computer simulati on. games, workshops, seminars, practical internship with 


industrial organizations, - experience-sharing guest lecture inputs by leaders 
from different walks of life - are used for i integrating | learning and application 

The MPIB is attuned to the needs of the industry in the era of globalization and 
the evergrowing challenges and complexities of business in the WTO regime. 
With training in all functional areas of international business management in 
marketing, finance, logistics, systems and foreign language courses, GIFTians 
are-placed in international marketing, foreign exchange and logistics divisions 
of reputed business firms like Lapin! Laborers, Ernst and Young, HSBC: and 


Some of the recent initiatives of: GIFT are the uid of one year Distance 


Chain Management and Pharmaceutical Marketing to cater to the needs of 
working executives and prospective entrepreneurs ) with enrollment twice ina 
year, every August and January, The Centre for Innovation. and Entrepreneurship 
is another initiative of the Institute. As part of social responsibilty, GIFT has. 
taken up sponsored research and brough out the Visakhapatnam Development 


Management, change management, cross cultural 
change management, international finance, 
international marketing and international business 
strategy. 


Eligibilit 


Three-year bachelors Degree (12 + 3 stream) from 
any recognised University in any discipline. Those 
awaiting results of their degree examinations may 
also apply. Preference will be given to candidates with 
two-or more years work experience after degree as 
well as graduates / post-graduates in Engineering, 
Pharmacy and Biochemistry. 


How to Appl 


Appear for Admission Test to be conducted by Indian 
Institute of Foreign Trade {IFT}, New Delhi, on ai® 
Jan, 2004 (Forenoon). For details fog on to 
www.iift.edu or refer to HFT advertisement in major 
newspapers in Sept. 2003 


Also send crossed DD for Rs. 250/- favoring “GITAM 
Institute of Foreign Trade, Visakhapatnam’ for 
application. Last date for sending completed 
application to GIFT: 08 Dec 2003. 


For Applications write to: 
MPIB Programme Office, 
GITAM Institute of Foreign Trade, 
Rushikonda, Visakhapatnam — 530045 
Phone: (0891) 2790505; Fax: (0891) 2790036 


E-mail: admissions @ogift-india.org 


Pharmaceutical Marketing through distance mode, visit our website at www.gift-india.org 
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For details about our Diplomas in EXIM Management, Logistics and Supply Chain Management and 
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"I am ready for the world" 





"The unique global perspective of the course content, the incessant grind through 
real life situations and the stimulating learning environment at TASMAC mean, at the 
end of it all you are raring to go... like me !"- Chirag Gujarati (MBA 2003 Class) 


TASMAC Backed by achievements that are your insurance 
Truly a New Generation against mediocrity... 
management institute offering 
globally relevant management os op pepe e woo 
ducation of the highest accredited and recognised by 
he eed PTA British Accreditation Council (BAC) 
With a modern paradigm of an i i : ER 
instant adaptability to change, India’s first = 
making the education always management institute 


with ISO 9001 : 2000 
contemporary, always relevant. Certification. 


Be The first and the only institution 








TASMAC has been validated by University of Wales, UK to offer its 
degree programmes at the state-of-the-art campuses in Pune & Bangalore 
MBA teii tyas: ani IMAGE Sisrenstrveo) EBA (HONS) AoumisrRanon 


Whether you are seeking global careers or exceptional young talent 
with global perspectives, look no further than... 


TIAISIMIAIC] 


TRAINING & ADVANCED STUDIES 
IN MANAGEMENT AND COMMUNICATIONS LTD. 


CORPORATE OFFICE AND PUNE CAMPUS 
TASMAC House, Plot No. 14, TASMAC Road, Viman Nagar, Pune - 411014 (India) Tel.: 0091 (0)20 4003871 / 72 / 6632456 / 6632893 
Fax.:0091 (0)20 4001431 E-mail : wales@tasmac.ac.in Web : www.tasmac.ac.in/wales 
BANGALORE CAMPUS 
TASMAC House, 7/6, Bull Temple Road, Basavangudi, Bangalore - 560 004. Tel. : 0091(0)80 6606942 
Fax.:0091 (0)80 6606943 E-mail : tasmacbIr@eth.net 
INFORMATION CENTRES - Hyderabad : Tel. : 0091 (0)40 55662724 / 5 
Kolkata : Tel. : 0091 (0)33 24649610 / 24643988 Fax : 0091 (0)33 24651339 Mumbai: Tel. : 0091 (0)22 23516430, 23513656 


Pratisaad/03/419 


N 
> 
N 
© 
Mie 
Z 





RAPES a are down, emplevees are 


unhappy and slobal competitors 
are disrupting its offshoring 
model. Can Nandan Nilekani 
Steer Infosys out of its crisis? 






















ANDAN Nilekani is in a bit of a combative mood. | 
“Look, we are still the best performing company | 
whatever measure you choose,” the Infosys CEO 
says. He is right, with a PAT (profit after tax) of | 
27%, Infosys is without doubt, the IT services | 
| company with the best profit margin. It has 
e . weathered the IT storm of the past two years far 
better than its peers — Wipro, HCL Technologies, TCS, 
“Satyam, etal. And this year will be no exception. The consen- | 
sus-among analysts is that Infosys will outperform its peers | 
- this year as well — both in terms of revenue growth as well as | 
in terms of profit margins. ` | 

So why has Infosys embarked on the biggest change oper- | 
ation in its history? Why is Nilekani and company pushing so 
hard to change the very operating structure of India’s most | 
iconic IT company? 

Simply because, as Nilekani points out, the entire world 
has changed. What was the perfect formula two years ago is no 

» longer the right way of doing business today (see ‘Indian Soft- 
ware Story, End Of Part I’, BW, 5 May). Even for Infosys, the last 
two years have been really tough. While clients are forcing 
price cuts, Infosys employees are pouring scorn on the com- 
pany, rated as India’s best employer just two years ago. At a re- 
cent interaction with chief mentor N.R. Narayana Murthy, a 
young software engineer asked him: “When we still make 
gross margins of 47%, why aren't our salaries higher?” The 
Phaneesh Murthy saga and the infamous 10 April guidance 

‘have further rubbed some sheen off the company's image. 

Global majors, who are rapidly ramping up operations in In- 
dia, are circling the company’s campuses, waiting to pick up 
disgruntled employees. And the software industry is unlikely 
togo back to its old ways even when global software spending 
picks up. 

Admittedly, these are problems that face every single soft- 
ware services company in the country today, but the fact is 
that at the company that has come to epitomise the industry, 
the expectations from Infosys are also that much higher. That 
is why all eyes are on Murthy, Nilekani & Co. as they try and ef- 
fect a fundamental change. That is also why in June last year, 
at the AGM Nilekani presented a plan titled ‘The Emerging In- 
fosys’ detailing the company’s strategy to deal with these chal- 
lenges. It called for building deep and high-level client rela- 
tionships, working towards a readymade set of solutions, 
building a consulting mindset and offering a full set of ser- 
vices, and building a work ethic which motivated employees 
for high performance. : 

The question is, does all that add up to cohesive and inte- 
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| sistently ranked 29th or lower out of the top 51 priorities, 


| gineers, and we can deliver for you from offshore, now tell. us 









gral new approach to a changed market? Does it give Infosys a 
new sense of mission, or is it just polishing up its existing strat- 
egy? Let us examine some of these issues, starting with the 
business first. 

Infosys is today staring at a disruptive moment in the IT 
services industry. A few global competitors like SAIC, CSC and 
EDS are in a weakened state. These companies are the large 
corporations that effectively do away with a company’s IT de- 
partment by taking over applications, employees and assets. 
Does Infosys want to take over their mantle? Not really, says 
CFO Mohandas Pai, given that it is a business that is low on 
margins (10%) and high on capital intensity. Then what about 
emulating companies like Accenture, IBM Global Services, 
and Cap Gemini? These companies provide IT consulting to 
companies and also develop software solutions to implement 
changes that they suggest. Right now, these companies are in 
a fairly strong state and with demand in consulting picking up 
again, they could well emerge stronger. Accotding to Morgan 
Stanley's CIO Survey, consulting advanced 17 places — from 
No. 39 of 51 CIO IT spending priorities in April 2003 it moved 
up to No. 22 in June 2003. Such gain in CIO IT spending priori- 
ties was the largest notched up by consuilting in the last two 
years as compared with the last seven surveys in which it con- 


Clearly, Infosys wants to take advantage of that. But first i 
has to change its mindset from a services company to a salu- 
tions firm. “Our selling pitch so far was ‘we have a 100 Java en- 


Where does Infy stand’? 


While Wipro’s price-earnings (P-E) ratio has had the steepest 
fall, Infy’s has fallen sharply compared to rivals like HCL 
Techologies and Satyam. (Wipro’s P-E has always beer 
higher because of its low floating stock) 


P-E 2003" 





Company P-E 2000 P-E 2002 

Infosys 184.57 “9884 24) 
Wipro 481.25 

HCL 134.83 136e. 
Satyam 176.26 20.37 


Source: OMIE 


Arresting the fall 


Has the Infosys brand name helped in stemming declines | 
in gross margins : 


Comen Senin Goss rere  perceniage 
a points) j 

Infosys 630 - 

Wipro 408 
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Billing rates decline 







































Jun-03 Rate QoQ YoY From peak 
Gempany __._ (8/Person-month) . W 4) ) 
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ffshore -3,900 -30 
INFOSYS 
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Offshore si“ 4433 3 6 -18 
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Offshore 3,900 -1 -6 -13 


Source: Company data, Morgan Stanley Research 


can give you a technical solution which can cut your inventory 
- expenses by $100 million,” says Basab Pradhan, head (world- 
Accenture and IBM make their money. So, what is so different 
“in what Infosys is offering today? 

“We are going to put the power of the GDM (global delivery 


INFOSYS 


.. Murthy, chief mentor, Infosys. Murthy believes that every ap- 
_ plication service today is capable of, in some way, having an 
offshore content. “By embedding our GDM into these ser- 
vices, we can give better value to the customers,” says Pai. For 
“example, in package implementation (PI), he says, Infosys 


hour. That is because almost 30-40% of PI work can be done 
offshore, where the rates are only $37-38 per hour. Enterprise 
` solutions such as PI contribute almost 15-16% of Infy’s rev- 
-enues and is the fastest growing business for the company to- 


_ Yeplicate this strategy — infrastructure outsourcing, consult- 
ing and BPO. 


Will Ht Work 


-But this time around the competition is more in- 
tense. Wipro, TCS, HCL and Satyam are also building 8 
| up strengths in package implementation and IT out- 
sourcing. Then MNCs like IBM (it recently acquired 
PricewaterhouseCoopers’ IT consulting business) 
and Hewlett-Packard (after its merger with Digital 
GlobalSoft) armed with their strong offshore bases 
are also bidding aggressively for these projects. 
Clearly, if Infosys has to maintain its lead in this sce- 
nario, it needs to come up with something more cre- 
ative and powerful than the GDM pitch. 


OrFN Wh AD ws 


wide sales and retail - North America), But that is just the way, | 


~-model) inside the consulting business,” says N.R. Narayana | 


charges $75-80 per hour, whereas MNCs charge $125-130 per | 


. day. There are several other areas where Infosys feels it can | 


what you want us to do’. Today that is being replaced with ‘we | 
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THE MAKEOVER 


“When we started in the business, we were all trying to 
place people in the US. Infosys broke that mould. They pur- 
sued the offshore business model with single-minded dedica- 
tion. Today if you ask me whether I see that as a sort of differ- 
entiated go-to-market strategy from them, I would say: ‘No’,” 
says the CEO ofa large Indian IT services company. Like all 
market innovators, Infosys realises that its business model is 
being copied and there is little it can do about it. There is no in- 
tellectual property or methodology barrier to prevent the 
model from being cloned. “In the professional services indus- 
try, the competitive advantage is not based on patents or 
brands,” says Pradhan. “Instead, it is based on engineering 
competence; hiring large numbers of people, training them ` 
and then delivering on the job, At least as far as Indian compa- 
nies maintained their lead in offshore outsourcing, they could 
charge a premium of 10-20%, but with offshore becoming 
mainstream, customers are not willing to pay any premium.” 

While the pricing is under pressure, the arriving hordes of 
multinational IT services companies is swelling by the month. 
At last count, there were already 20,000 people working for 
MNC companies. That’s approximately one-third the size of 
the Top 3 Indian IT firms. Although none of them have man- 
aged to create mayhem in the industry, no one can dismiss 
that they are a threat. Give them a year or so and the situation 
could well be different. Nilekani disagrees with that assump- 
tion: “Offshoring is not just about hiring people in India, it” 
takes years for a company to put in place systems and 
processes like ours.” Plus, argues Nilekani, “With their high 
cost structures, offshoring may not work much to their advan- 
tage.” Because every time they replace a person in the US with 
someone offshore, they will lose precious dollars. While the 
per capita revenue for an MNC is $175,000, Indian companies 
like Infosys get $79,000. 

That may be so, but analysts argue that the MNC presence 
on Indian shores could still prove disruptive for Infosys. “The 
MNCs are using their offshore operations to quote lower 
prices. This will, in effect, keep the prices down,” says an IT an- 
alyst. There could be other threats. Already word is out in the 
streets that MNCs are hiring people from the Top 3 at 30-40% 
higher salaries. “There are almost 600 middle-level managers 
in Infosys whose options, granted in 1998 under the 1994 Esop 
(employee stock option) plan, vest by October this year. We 
have our eyes on them,” says the CEO of an executive search 
firm. A senior manager within Infosys confirms this: “That 
threat is a real one.” 

For a majority of Infosys employees, Esops, the golden 


Infy’s selling & marketing expenses 


(as a % of sales) 
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THE MAKEOVER 
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INFOSYS 


shackle in the past, are under- 
water today. For instance, in 
1998-99, thousands of employ- 
ees were granted shares at 
Rs 4,500-6,000, while share 
prices are now down to 
Rs 4,402. Infosys salaries have 
always been very low — a vice- 
president, for example, gets an 
annual package of Rs 12 lakh- 
15 lakh. Infosys has tried to 
counter that problem by in- 
creasing salaries across the 
board and moving to a role- 
based structure. The entire 
company has been divided 
into eight bands based on 
competencies and skills. While 
the salaries of managers at the 
top end (vice-presidents and 
above) have gone up by 90%, 
those of junior levels have risen 
10%. Middle managers have 
got 30-40% hikes. But in a 
clever move, much of that hike 
has been made variable. The 
role-based structure will also 
be able to reward top perform- 
ers disproportionately. 

The problem is that as long 
as Infosys remains a services 
company, it cannot afford to throw money at the problem and 
solve it. Depleting margins and increasing salary cost will pre- 
vent it. Today most of the growth is coming from volumes and 


although Infosys margins are still better than that of the rest of | 


the industry, it is largely on account of operational efficiency 
— by relentlessly driving down costs. Last quarter, the com- 





Narayana Murthy 


“We are going to put the power of the global 
delivery model inside the consulting business” 


pany increased salaries because it brought down the number | 


of sub-contractors and saved $2.2 million. This alone added 
$500,000 to the bottomline. But even there Infosys may have 


played its last trick. Selling and marketing expenses, after be- | 


ing in check for the whole of 2001-02, are already on the rise | 
| first. “When I joined Infosys, they were 2,500 people. You knew 


again (see ‘Infy’s Selling & Marketing Expenses’). 


In any case, the cost-cutting has taken a reasonably heavy | 


toll on employee morale. One employee who has put in about 
four years in the company says: “About 2-3 years ago when you 
joined Infosys, you got to work on projects that involved tech- 
nical challenges. So you learnt a lot. But now with main- 





tainence becoming a big part of the revenues, you have to do | 


IT outsourcing deals go up 


H1 2003 H22002 4H12002 
Deals > $1 billion 414 7 3 
Deals > $100 million 74 56 32 
Average value of 20 largest $1.18 $1.26 $675 
IT outsourcing deals billion billion million 


H1 is first half of a calendar year; H2 is the second half 
Source: Computer Business Weekly Review 


time there. It really is not what I 
want to do, but my manager 
won'tassign me to another pro- 
ject.” What also makes things 
more difficult is that ever since 
the slowdown hit, Infy has been 
on a major belt-tightening 
drive. For instance, in the last 
two years, salaries have barely 
grown and variable pay has be- 
come a norm. Furthermore, 
several employees in client- 
facing roles who were doing 
pre-sales and account man- 
agement roles in the US and 
Australia were sent back to In- 
dia. “This has become a com- 
pany of bean counters, whose 
only interest is in safeguarding 
gross margins and protecting 
the stock price. All the cost-cut- 
ting directly impacted us and 
not the shareholders,” says an 
angry Infosys employee. While 
their numbers may not be sig- 
nificant right now, if not 
brought into control now, it 
could have serious effects. “Em- 
ployee morale is an issue and 
we are trying to find ways 
around it,” admits Kris 
Gopalakrishnan, COO and a member of the Infosys board. 

One can easily dismiss employee complaints as routine 
cribbing. Butif you boil the complaint down to its essence, this 
is what they are saying: find new lines of business that will al- 
low more interesting work to flow in. Provide anew sense of di- 
rection and purpose to the company. And prepare the com- 
pany for a culture shift that will arise out of this new direction, 
which will be that of a global company that is equally at home 
in any geography in the world. Re-establish the market leader- 
ship that made them proud to work for Infosys. 

How does one even start doing that? Sample the problem 


NAMAS BHOJANI 





what you working for. But when I left, the company had 
reached a size of 12,000. It became difficult to relate to the 
company,” says a senior developer who now works for a US 
start-up in India. Size is an issue — in the last quarter alone, In- 
fosys added 2,500 people. “I don’t know what the big deal is. In 
a company of 17,000 people, what personal touch are you 
talking about?” says an ex-Infosys employee. The big deal is 
that Infosys is no ordinary company, with all the hype around 
it; people come in with great expectations. Says an Infosys 
board member: “There is so much aura around Murthy’s 
name, that when a young engineer joins Infosys, he thinks he 
is working for an extraordinary company. Disillusionment 
sets in when he realises that this is just another large company, 
and as for meeting Murthy, that happens very rarely.” 

There is a way to tackle this. GE, a company that inspires 
Infosys a lot, did it by creating small organisations within it. 
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EVOLVING 


keui CAT & MAT score may lead you to a great future! 


Interested in pursuing a management course and still save your six months? 
Enrol in our next MBA batch starting in January 2004. 


The Highlights of RBS 
ell structured placement cell with great industry contacts 


bimulative and interactive environment 

dighly qualified and experienced faculty 

Modern facilities and infrastructure 

industry visits, workshops, seminars and guest lectures 
Dverall personality development 

Slobal careers 

7 star campus modelled on international lines 

Advanced multimedia senate rooms 


5 UNIVERSITY 

University is inspired with a mission to create leaders, winners and 
jevers i in a global world. Leaders who inspire a vision, winners who set 
itive paradigms of action and achievers who have the will and the strength 
ake a small difference to the larger cause of humanity. 


y the market needs multi-skilled individuals. At Rai University, you can 
yme such a multi-skilled professional. We train you to meet the challenges 
globalisation has brought about. You learn more about competition and 
th creation not only from a theoretical perspective but also from a practical 
ntof view, which is required in today's changing world. 

me and see for yourself !!! Experience and feel the difference in our 
eges and residency. Seeing is believing and what better way than to make 
porgar study in India and gain skills of international level in your won 
ntry itself. 

Degrees available in the following 
courses and many more 


asters in Mass Communication MA Film & TV Production 

MA Animation & Computer Graphics 
Bachelors in Arch./ & Const. Mgmt. 
Bachelors in Product Design 













Masters in Journalism 
Bachelors in Journalism & Mass Communication 
BTech Electronics & Telecommunication 


(Tech Biotechnology BSc Textile Design 

MSc Biochem./ Microbio./ Biotech./ Bioinfo. BSc Fashion 

Tech Software Engineering MA Fashion Industry 

MTech IT MA Fashion Studies 

Bachelors of Fine Arts Print Making/Painting/Sculpture e BA(Hons) Inter. Hospitality Mgmt. 
BA Graphic Design MBA Hospitality & Tourism 

MA Graphic Design MBA Hospitality Management 


Master of Fine Arts Print Making/Painting/Sculpture BA Insurance & Risk Management 
BA Film & TV Production MA Insurance & Risk Management 


BA Animation & Computer Graphics Bachelors of Physiotherapy Therapy 
Contact: 011-32740938, 32740924, 32740551 
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Be a leader | 


Be a winner 
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Be a part of every 
success story 


Your CAT & MAT score will make you eligible 
for getting admission in the Rai University 
MBA course with Scholarships! 


Rai University offers MBA with a variety of Specializations. 

e MBA in Information Technology l 
e MBA in Marketing Management À 
e MBA in Accounting and Finance 

e MBA in Banking and Finance 

e MBA in Human Resource Management 
e MBA in International Business 


Come claim your 
SEAT & SCHOLARSHIP 
@ Rai University | 
Calling all CAT & MAT Candidates 


Comp. percentile 


Min. Assured Scholarship! 
100% i 


More than 90% 
80- 89.9% 50% 4 
70-79.9% 25% 


* 


Subject to selection into Rai University l 

e Students scoring less than 70% can still claim scholarship by appearing for the | 
RU-GMAT 

e CAT & MAT scores are applicable for admission to MBA programs of Rai University 

e Any one of latest two CAT & MAT score valid. 


© RAI BUSINESS SCHOOL [RBS] 


www.rbs.raifoundation.org 


Contact : Delhi Campus : A-41, MCIE, Mathura Road, New Delhi - 110044 Tel : 011-5156 0000, 5157 0000 Mobile : 011-32740912, 32740921 32740931 
Mumbai Campus : (022) 32761332,32761331 Bangalore Campus: (080) 31887338 Kolkata Campus : (033) 31073906 Gurgaon Campus: (011) 3274096 3 
Pune Campus: (020) 31023722,18 Kosi Campus (U.P.): (05662) 234801 Kochi Campus: (0484) 3121182 Lucknow Campus: (0522) 3113463/64 
Bhopal Campus : (0755) 3133194 Hyderabad Campus: (040) 31071659,1861 Behror Campus(Raj):(011) 32740921 Pathankot Campus: 09814477474 
Goa: (0832) 3101872 Dehradun Campus: (0135) 3106020 Visakhapatnam Campus: (040) 31071659/60 


www.raiuniversity.edu === 
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“They have also created smaller groups within the organisa- 
tion to take advantage of decentralisation and the protection 
of the larger brand name. So, if you do it right, you have flexi- 
bility as well as scale,” says Marti Subhramanyam, an inde- 
pendent director on the Infosys board. For example, the com- 
pany has identified three tiers of leaders who will articulate 
the founder's vision and values to their teams and groups. The 
board members, including Murthy, are personally grooming 
the 30-odd Tier-1 leaders, a few of whom have also been sent 
to Ivy League schools. 

The second step is to create integrated business units 
(IBUs). Three IBUs have been created in the last six months; 
retail, automotives and Europe. Retail currently contributes 
14.6% to Infosys’ revenues and has been carved out of the 
North American business. Made with 1,000 people and 
headed by Pravin Rao, the retail IBU is a sort of experiment 
within Infosys. About 900 of the 1,000 people working in this 
IBU are programmers, who 
were known as delivery guys 
in the past. The rest have been 
pulled in from various func- 
tions — sales, account man- 
agement, and even domain 
consultants (who have indus- 
try backgrounds and worked 
in companies like Hindustan 
Lever, Procter & Gamble and 
KSA). One way to lookatit is to 
consider the IBU as a micro- 
Infosys that specialises in re- 
tail. The IBU has all the prop- 
erties of the larger company 
but because it is so small, it 
can be more nimble. 

The vertical structure will 
also take Infosys closer to its 
objective of becoming a con- 
sulting company. Most con- 
sulting companies are verti- 
cally aligned; focussing on a 
domain helps them to de- 
velop intellectual capital. Infosys, too, wants to come up with 
readymade solutions for a specific industry. Today retail is al- 





Kris Gopalakrishnan 


“Employee morale is an issue and we are trying to find 
a way around it” 


ready working on identifying 5-6 such solutions which can be | 


resold. For instance, one of the solutions it is working on is for 
a speciality retail store in the West, which orders products 
from many places including the Far East. Usually, the lead 


time for these orders is six months, while the’season may last | 


only for 2-3 months. Estimating how much to order is always a 


tricky issue, if they order more than after the season ends, the | 


stock has to be sold at marked-down prices. If they order less, 


then it’s an opportunity loss. “In the fashion industry, you | 


could lose up to 30-40% in margins by ordering the wrong 


quantity of supplies,” says Rao. Infosys is working with ven- | 
dors like Supply Chainge and Yantra, to come up with order | 


optimisation solutions. 

The IBU model is new for Infosys. Most of Infosys is split 
functionally in sales, delivery and consulting. Or itis split hor- 
izontally based on geographies like North America, Latin 


| 
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America Europe, Asia Pacific and so on. That system worked 
well, till such time that Infosys was earning most of its rev- 
enues from just one line of business — application develop- 
ment and maintenance. Today not only is the company trying 
to expand the service lines, but the kind of selling required is 
also very different. As Pradhan explains, clients now want the 
vendor to come up with solutions on how IT can reduce costs. 
That calls for a greater knowledge of the particular domain in 
which the client operates. Now you can get 60-70 experts who 
can engage with the customer at the proposal stage, as Infosys 
has tried with its domain competency group, but that model is 
not very scalable. “Customers today insist that the people who 
did the requirement study of the project remain with the pro- 
ject till its is stabilised. That limits the number of projects you 
can use one domain expert for,” says Ashok Soota, chairman 
and managing director, MindTree Consulting. 

But the degree ofautonomy that the IBU hasis still in ques- 
tion. For example, the head of 
the retail IBU, Rao, reports to 
head of sales Pradhan. “For an 
IBU to be independent, it 
would need sales people in 
every geography; at their cur- 
rent volumes, it may not be 
feasible,” explains a senior 
sales manager. Then, Infosys 
has a check-list of almost 21 
parameters through which it 
monitors the risks associated 
with any project that Infosys 
does. “For starters, we have 
decided to keep the same risk 
metrics for the IBU as for the 
entire company. Once things 
move forward, we will let the 
IBU choose their own risk 
metrics,” says R. Sriram, head, 
risk council. Then Infosys has 
yet formed only three IBUs — 
retail, automotive and Europe 
— the juiciest piece of the 
business, BFSI (banking, financial services and insurance) has 
been left untouched. Infosys managers think the reasons for 
that are political. “Allotting that vertical to a single person is 
difficult. After all, that means that the guy who heads that ver- 
tical would be running Infosys,” says a senior executive. BESI 
contributes close to 40% to Infy’s turnover. What will actually 
make the structure work really well is if the IBU itself focusses 
on winning consulting assignments. That’s when the scope of 
the work within the organisation will start to change and 
translate into different revenue profile. And this is the chal- 
lenge that Infosys has to deal with. 

Cognizant, a US-based IT services firm made consulting a 
priority area and their approach has a few pointers. “Consult- 
ing is a lead-in. It allows you to understand the customer ex- 
tremely well in terms of strategy, the organisational culture 
and its processes. Creating development or maintenance op- 
portunities becomes relatively easier,” says Michael Nemeth, 
vice-president and insurance practice leader, Cognizant. 
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A Summit with United Nations that will 





take Indian Industry to Commanding Heights 
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A Workshop to explore Business Development Opportunities 
with United Nations at Mumbai 


-We invite you to seize this global business opportunity 


At GLOSMET-2003, Mr. Christian Saunders, Chief - 
United Nations Procurement Division (UNPD), and 
representatives of other U. N. agencies like UNICEF, WFP, 
WHO etc. would be participating in a 3 day workshop 
with the Indian Industry and Trade Representatives. The 
workshop will essentially explore business opportunities 
across 187 destinations globally. 

At GLOSMET-2003, Chief-U.N.P.D. and representatives 


of other U.N. organisations shall put forth the procedures 
& prospects of the U. N. procurement systems & vendor 
development, through detailed presentations and one 
to one interactions. 

We invite Indian industrial houses & service providers 
to attend this first ever dialogue with U.N. Procurement 
agencies in India, aimed at seeking ‘Vendor status 


for you as a U.N. Supplier and benefit there from 


MET - NGO in Special Consultative Status with United Nations (UNECOSOC) 


Ice Breaker Evening: Crystal Room, Taj Mahal Hotel, 
Mumbai on 23rd Sept. 2003, 7.00 pm onwards 
Workshop Venue: MET’s Convention Centre 
Workshop Dates: 24” & 25" Sept., 2003 
Participants: Decision makers of Industrial Houses, 
Trade Representatives 


Ka 
Co-sponsored »: TAJ Group of Hotels 





& 
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For further details contact: Programme Director, 
GLOSMET Information Center, MET's Schools of Management 
Prof. Vijay Page: 9821425878, Dr. Apoorva Palkar: 9821924752 


Mumbai Educational Trust 


Gen. Arun Kumar Vaidya Marg, Opp. Lilavati Hospital, 
Bandra Reclamation, Bandra (W), Mumbai 400 050 
Phone: 26440086/26519222/26440080/265 19237 
For online registration log on to : www.met4u.com, 
email: glosmet@ yahoo.com 
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Nemeth has worked for over 15 
years in the insurance industry 
and believes that one of the criti- 
cal things to succeed in the con- 
sulting is to be seen as a US com- 
pany. This is a view that finds a 
lot of takers. “Let's face it. Call it 
racialism. Call it unfair. But I am 
always going to find it easier 
talking turkey to the US compa- 
nies than to an Indian com- 
pany,” says the Asia-Pacific head 
ofa US multinational. But for In- 
fosys, the power centre is based 
in India. “We are based here for 
convenience,” counters 
Nilekani. “Almost sixty per cent 
of our employees are in Banga- 
lore. As far as client meetings are 
concerned, Murthy and I are al- 
ways travelling.” 

There are also concerns 
about how much of consulting 
business can actually be off- 
shored since consulting is sucha 
personalised business. “In most 
of the assignments, you work 
closely with the management 
team or the team that runs the 
process. You need to understand 
not only the process, butalso the 
politics of the place — how you 
will push through changes that 
your solution will bring. That is 
difficult if you are sitting at a re- 
mote location,” says Soota. “We 
created a hybrid organisation 
based in the US and India. It was 
deliberate as we wanted to have 
mindset that was multicultural,” 
says Soota. 

Nothing at this point sug- 
gests that Infosys will make a 
dent in the consulting market 
for the Big Four. What it will be 
able to do is take away business 
from hundreds of solution ar- 
chitects and consultants that do 
mostly technical consulting in the US. A consultant who 
works in the New York office of Cap Gemini confirms this. “I 
charge $135 an hour to convert business requirements into 
technical architectures. I do not suggest business improve- 
ments. But many people of my profile have seen their con- 
tracts being revoked because of the competitive $40-per-hour 


Ashok Soota 


stabilises” 


bids from Indian companies including Infosys,” he says. This | 
| strate value to the customer, which will go beyond being a 


market is not very large as of now. 

That still leaves one big segment which Infosys can break 
into: the large-scale IT outsourcing. Infosys has been thinking 
about such deals, but again it is afraid to take the big plunge. 


“By embedding our global delivery model into 
services, we Can give better value to the 
customers” 








“Customers insist that the people who did the 
requirement study stay with the project till it 
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Such contracts are risky and are 
difficult to manage. Managing 
diverse work cultures is one of 
them. And Infosys is clearly not 
in a mood to let go of its cultural 
moorings as of now. Only about 
300 of its 17,000 employees are 
from other nationalities, the rest 
are of Indian origin. Infosys had 
tried to introduce diversity in the 
workplace by introducing the 
InStep programme, where it is 
supposed to get students from 
Stanford, Harvard, Princeton, 
and Ecole Polytechnique in 
France to train at Infosys and 
join the company at a later date. 
But that programme is still in its 
infancy. This year two people will 
join, last year one had taken up 
the offer. Considering that the 
programme has been on for five 
years now, it is slow progress. 
Where Infosys has got its act 
right is in package implementa- 
tion, asmall subset of the IT out- 
sourcing business. But global 
majors have also been setting up 
offshore centres in India, so why 
can't they match those price 
points? Already in application 
development and maintenance, 
offshore rates have come down 
to $20-22 per hour. The com- 
pany’s reasoning is that it will be 
difficult for these MNCs to 
match the price points of Indian 
companies. Says Nilekani: “To- 
day the average contribution per 
employee in Infosys is $15,000, 
while for MNCs it is $17,600. But 
while global majors have to 
spend 15% of their revenue on 
sales and marketing, Infy spends 
half of that. Most of their general 
and administrative expenses are 
in high-cost locations such as 
the US,” says Nilekani. Seventy 
per cent of the value creation in Infy’s case, happens in India. 
To take a larger bite from the client's IT spends, Infosys has 
also added new service lines. In the last five years, the contri- 
bution ofnewservices suchas enterprise solutions, integrated 
testing and IT outsourcing has gone up from 10% to 35%. But 
as the data shows, that has not been able to arrest the slide in 
prices. What the company really needs is to clearly demon- 
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contract factory for customers. 
Right now there is a lot of ground that needs to be covered 
before that can become a reality. i 
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Scaling new 
heights in 
Corporate India 





For the past 25 years Symbiosis. Institute of Business 
Management (SIBM) has built a solid reputation of 
developing successful leaders. of organizations across 
the globe. SIBM is the flagship management Institute of 
Symbiosis Society and an integral part of the Symbiosis 
International Educational Centre (SIEC), Deemed — 
University; it has been consistently ranked among the — 
top business schools in the country and has blazed a 
ahead in its endeavour to provide their corporate 
partners with up to date information and training on | 
relevant topics through their Management Development = 
Programmes (MDPs). 


SIBM offers 


MBA 
2 years, full time, Post Graduate Degree Programme. 

















Areas of Specialisation: Marketing, Finance, HR, 
Materials & Logistics 


MBA - Communications Management 
2 years, full time, Post Graduate Degree Programme. 


Focus Areas: Brand Management, Market Research. 
& Communication 


For details log on to www.sibm.edu 








eat ger . 
Today, SIBM offers an exclusive Market Research cell for 


Symbiosis Institute of Business corporate partners to chart out strategies. in addition th 


Management (SIBM) elite Institute also provides Online Information Service — 
(Constituent of Symbiosis International Educational Centre {SIEC}, Deemed University }. that has the latest business knowledge base that a 


” Senapati Bapat Road, Pune - 411 004 (India). Tel: 020-5654626, Corporate India requires. 
5676875.Fax: 020-5659499. E-mail: sibm@vsni.com 












Prof. Arun Mudbidri, | 
Director. 
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The Cosmode- 
BW survey 
clearly shows 
what separates 
the best Indian 
B-schools from 
the rest: Faculty. 
by Navjit Gill 


S of March 2002, India had 840 B-schools which 

churned out 65,000 MBAs. Europe had only 338 

B-schools. The number of MBAs coming out of Eu- 

rope was also lower by nearly 25%. Before we start 

around of back-slapping and high-fives, 

consider this: not even India’s No. 1 
À business school would find a place in any 
global 20 B-school ranking. But it desperately wants to 
make it to that league. “We want to be among the 
Top 20 global B-schools by 2010,” declares Bakul Dho- 
lakia, director of IIM-Ahmedabad, the top ranker in the 
Cosmode-BW survey. 

To realise this king-sized ambition, HM-A will have 
to do many things: build a more diverse student body, 
attract students from other countries, give students 
more global exposure and get more international re- 
cruiters. But Dholakia’s biggest concern today is the 
faculty. “My single-most important challenge is.to at- 
tract and retain top-class faculty. Everything else I can 
manage if I have this.” 

The Cosmode-BW survey clearly shows that faculty 
is the No. 1 factor that separates a top school from the 
rest. And if that’s what is keeping Dholakia awake at 
night, imagine just how piquant the problem must be 
for other B-schools in the country. 

There is a very strong caste system in Indian man- 
agement education. And this survey helps you identify 
the Brahmins or the B-schools that are trying to create 
knowledge. These are the Top 15 B-schools in our rank- 
ing — integrated business schools like the older IIMs 
and XLRI that do quite well when it comes to teaching, 


4 liM-Ahmedabad director Bakul Dholakia with faculty 


members: Dholakia says his biggest challenge is to attract and 
retain top-class faculty 
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| research, publication and consulting. 


| publication, consulting and faculty qualification. The rest of . 


| tier] B-schools have 50 full-time faculty, tier TI have only 24 


































All four attributes are necessary for building world-class 
academic institutions. 

“Research — with its impact on industry and society — 
counts for a lot in worldwide rankings, which ISB (indian 
School of Business) is aiming for. All the best schools inthe -> 
world have very strong research,” says Pramath Sinha, princi- 
pal, McKinsey & Co. and the founding dean of ISB (the school 
is yet to participate in any ranking exercise). 

The next 25 schools on our list make up the second tier, 
They fall short on one or more parameters related to research, 





the B-schools in the Top 100-are part of the third tier: most of 
them are primarily teaching schools, with almost non-exis- 
tent research capabilities. 

The survey findings prove that faculty and ah output 
is the key differentiator between the three tiers. On average, 


and the rest 17. When it comes to percentage of faculty whe 
have a doctorate, the respective figures are 73%, 47% and 35%. 

This trend is faithfully mirrored in the average number of 
books published as well as the number of papers published in 
refereed journals (see “The Faculty Factor’). 

That faculty makes the difference can also be seen from a 
stark comparison between IIM-Indore and tIM-Kozhikode. 
IIM-Indore has slipped to 23 from a more respectable seven in 
Cosmode’s last survey, while IM-Kozhikode has managed to 
hang on in the Top 15. 


ne 10. 


Grand total (1000) 






B-schoo! 
Indian Institute of Management 
ann cdatad 


IIM-Indore basically lost out on the faculty parameter. The | 
| search core) then translates into excellence in teaching and 


scoreline — IIM-Kozhikode full-time faculty: 24. IIM-Indore: 
17. The former also had three books and 14 papers in refereed 
journals as against one book and 3 papers from IIM-Indore. 

A Cosmode estimate shows that Indian B-schools have 
3,600 Ph.D.s in all. What they really need are 11,000. The gap is 


not going to be closed anytime soon: the Top 100 B-schools | 


produce around 110 doctorates annually while an additional 
20-24 come from overseas every year. 

But ifyou really want a sense of how important the issue of 
faculty and research output is at Indian schools, talk to the 
IIMs perched on top of the list. “We want to increase our fac- 


ultyand some good people are not necessarily willing to come | 


to Kolkata. Getting faculty is the most important concern for 
us. We need people in marketing, organisational behaviour 
and HR,” says B.N. Srivastava, dean of IIM-Calcutta. 

Prakash Apte, the director of IIM-Bangalore, says the 
B-school is finding it tough getting the right kind of faculty in 
areas like HR and marketing. 

What the best B-schools want today is faculty who aren't 
fixated on teaching — a research-orientation is a must. How 
IIM-Ahmedabad is attempting to bring in a research orienta- 
tion provides some important cues to the future of manage- 
ment education in India. 

“If we have to retain our competitive edge, then we have to 

continuously look for contextual and relevant teach- 

ing material. That means we look for the best fac- 

ulty that does research, and that too, faculty with 
international exposure,” says Dholakia. 

It won't be easy. Tarun Khanna, a Harvard 

Business School professor who has written a case 

on the globalisation of Harvard, says research is 
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the most important feature of a global B-school. “This (a re- 


great students and other virtuous cycles.” Khanna points out 
bluntly that IIM-A has no reputation for research. “Indian B- 
schools are still in the dissemination mode.” 

Many of them are now trying to change that. “We are en- 
tering our next phase of growth and have plans for increasing 
our executive education programmes, increasing the number 
of MBA students, strengthening our faculty base and promot- 
ing research,” says Vijay Mahajan, dean, ISB. The B-school has 
started a post-doctoral research fellowship programme to 
both create a pool of research fellows who would assist faculty 
in their research projects and also boost the ISB faculty. The 
two-year programme includes a 12-month module where the 
research fellows would work with pre-assigned faculty mem- 
bers at ISB or at partner schools — The Kellogg School of Man- 
agement, The Wharton School, London Business School or 
other leading institutions. 


meFaculty Factor 








aa ARON, | Ramee 
Top 15 755 50.33 72.85 
Next25 611 24.44 46.97 
Rest 60 995 1658 34.57 
Total 2,361 23.61 50.02 
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a |IM-Calcutta director Shekhar Chaudhuri: Within the next few years 
we want to increase our research output and, within that, our applied 
research output. 

4 |IM-Bangalore director Prakash Apte and the faculty: Apte says 
getting faculty in areas like HR and marketing is difficult. Especially 
faculty with the right kind of quality and research orientation 


The ICFAI Business School, which is a multi-centre 
B-school, has come up with a rather novel way of kick-starting 
research and give its faculty international exposure. ICFAI’s 
Institute of Management Teachers in Hyderabad offers a 
three-year programme called Management Teachers Pro- 
gramme leading to a Ph.D. “In the third year they will be doing 
only research. During that research, we are also working out 
arrangements with about half a dozen universities in the US 
for a ‘visiting scholar scheme’ These people will go and spend 
one year in those universities at our cost,” says V. Panduranga 
Rao, director of The ICFAI Business School. 

IIM-A knows it too has to come up with inventive ways of 
getting quality faculty and building a research core—and fast. 

If there is one thing working in Dholakia’s favour, it’s plain, 
old-fashioned doggedness. A staff member who has worked 
with him for over 20 years says he has the ability to visualise 
and analyse any situation. “Once he has done that, he is par- 
ticular that it is done exactly the way he conceived it.” 


Faculty and its output was the most important 
differentiator among the three tiers 








Average number of Average numberof Average MDP & 
published books published papers consultancy 

per school per school revenue (Rs lakh) 
11.53 35.00 312.84 
3.28 9.56 42.38 
OB 3.57 6.49 
3.20 9.78 61.42 
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This isn't the first time Dholakia has a key responsibility at 
IIM-A. I.G. Patel, then director of IIM-A, made him the chair- 
person of the PGP programme in 1983-85 with a specific man- 
date — comprehensively review and restructure the two-year 
programme. The review and implementation was through in 
two years. And when Dholakia took over as director in October 
2002, IIM-A did not even have all the permissions from the 
municipal council to set up the new 39-acre campus. Today 
over 80 students are staying at the hostel there. 

“One difference between him and some previous directors 
is that he is trying harder and also trying to involve everybody. 
You have to carry the faculty with you— it can't be done by just 
the director,” says a faculty member. Dholakia plans to hold a 
workshop in 2-3 weeks with all faculty members to get their 
buy-in on his globalisation vision. 

That may be the easy part. He will still have to convince the 
government, which has a big say in everything that IIM-A 
does. “Government norms are also a constraint — they have 
rules like a faculty member can go abroad only once in three 
years to present a paper at an international conference. These 
rules are designed for an average institution, not for an insti- 
tute of excellence,” says a faculty member. 

Fortunately Dholakia has a super-lobbyist to help him out. 


EFORE he was a CEO, much before he was chief mentor of 

India’s most respected tech company, N.R. Narayana 
Murthy was a chief systems programmer at I[M-A. That was 
from 1969-72. Today he is the chairman of its board of gover- 
nors, a board that includes people like Reliance Industries 
vice-chairman Anil Ambani and Hindustan Lever chairman 
M.S. Banga. “My responsibility is to sit down with the board of 
governors to create a vision for IIM-A and to work with the 
government so that IIM-A moves towards that vision,” says 
Narayana Murthy. 

According to him, the two most important things IIM-A 
needs now as it tries to become a global brand are faculty and 
more physical infrastructure. Says Narayana Murthy: “I be- 
lieve an institute like IIM-A should produce 800-1,000 MBAs a 
year. That's the number at global schools abroad.” 

Dholakia’s medium-term ambitions are more modest. 
IIM-A upped the student intake this year to 254 from 180. 
Dholakia wants to increase the number to 300 during his 
tenure. “We are putting up hostels and classrooms with the 
most modern facilities.” 

That ties in with the plan to become a global B-school. It is 
a well-known fact that IIM-A is also doing reasonably well 
when it comes to placing its grads abroad (for the summers as 
well) and giving its students some global exposure through 
the student exchange programme. What is not so well known 
is just how poorly it is faring when it comes to getting interna- 
tional faculty to come to Ahmedabad. There is not even one 
international faculty member that comes to teach a full-credit 
course at ITM-A. 

Weare not even talking relocation here, though that may 
eventually be necessary if IIM-A is to be known for the diver- 
sity of its faculty body. This is about getting Indian faculty 
teaching abroad to come and do the same at IIM-A for short 
periods of 5-6 months — an added bonus would be the re- 
search it does out of India. 
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cOSMOp, 


B-SCHOOL RANKINGS 





This is partly a resource 
issue. Tapping the alumni is 
the preferred solution for 
some B-schools. For in- 
stance, I[M-C’s Srivastava 
was in the US last month 
trying to drum up financial 
support from former grads. 

IIM-A has been some- 
what quicker off the blocks. 
It has been trying to plug 
into its alumni network for 
some time now and in July, 
15 IIM-A alumni from local 
chapters of the B-school’s 
alumni network, got to- 
gether to form an alumni 
council. “We are a group of 
volunteers who have gotten 
together to help the institute 
meet its goals. The institute has a very strong expansion plan 
for which they will have to increase the number of faculty — 
both permanent and visiting. We are prepared to support the 
institute with funds if necessary,” says Banga, the chairman of 
the alumni council. 

The council will help IIM-A identify the best Indian faculty 
abroad — and perhaps even fund its Ahmedabad sojourn. 

However, Khanna believes that will not do the trick. “The 
world-class faculty that comes to India usually does it for per- 
sonal reasons. (Since there is little research here) for some- 
body to come here even for a short period and leave his re- 
search-oriented life would be an act of pro bono.” 

McKinsey’s Sinha says that even ISB, which gets an all-star 
visiting faculty from some of the best global B-schools every 
year, needs the physical pres- 
ence of faculty for a longer pe- 
riod if it has to get research go- 
ing. “From the perspective of 
making ISB known for thought 
leadership, we need to have re- 
search, and for that we need 
permanent faculty.” 

Khanna has a suggestion. 
“IIM-A has to have some criti- 
cal mass in research first (be- 
fore it can attract faculty from 
abroad). It can create parallel 
tracks (teaching and research) 
for faculty if necessary. Faculty 
should build local capabilities 
with something unique to In- 
dia.” He feels his own example 

can be followed by oth- 


schools in South Asia. 


Rez, ers: “I built my ca- Md. Sayeed Ahmed. Like previous surveys, this one 
he NOs reer by focussing should also help B-schools benchmark themselves 
W on India-specific against the best in class. 
things. Replicat- For more details on the 2003 survey go to 
ing US studies us- www.cosmoderesearch.org 
ing Asian data is not 





Tarun Khanna: The faculty should build capabilities with something 
unique to India — something with interest to the world community. There 
are a lot of world-class kick-ass companies here 





About Cosmode 


Cosmode Management Research Centre is a 
thinktank established in 1993 by a group of 
academics led by Dharni P. Sinha, former principal of 
Administrative Staff College of India and one-time 
chairman of All India Board of Management Studies. 
One of its earliest initiatives was to produce a 
collection of case studies on leading business 


And in the mid-1990s it carried out an alHndia 


survey on management education on behalf of the 
Government of India. Cosmode has been ranking 
B-schools since 1998 with the objective of helping 
prospective MBA students and recruiters zero in on 
quality institutes. The core team working on the 
survey includes Kalpana Sinha, N.G. Pradeep and 





enough. There are a lot of 
world-class kick-ass com- 
panies right here in India.” 

Dholakia is making an 
effort to build the capabili- 
ties of the existing faculty. 
One of the reasons IIM-A is 
No.1 in the Cosmode-BW 
survey is the high score of 
18.62 it gets for academic ex- 
penditure. The proportion 
of revenues it spends on 
things like faculty develop- 
ment and research grants is 
more than the comparable 
spend at IIM-B (6.51) and 
IIM-C (8.34). “We are creat- 
ing the enabling environ- 
ment for research — sub- 
scriptions to journals and so 
on are being liberalised.” About 15-20 faculty members get a 
chance to go and present papers in international conferences 
every year. Leave without pay is granted quite easily. 

Consulting is being pushed, partly to make remuneration 
more attractive for teachers. Dholakia says since he cannot 
decide pay limits, he has “made the consulting limits more lib- 
eral — raised them from Rs 15,000 a day in 1998 to Rs 40,000.” 

Shekhar Chaudhuri, director of IIM-C, asserts that since 
the IIMs are a faculty-governed system, the faculty must be 
motivated. “We have to depend on the academic entrepre- 
neurship of faculty members.” 

This survey may not take the perceptions of faculty into 
account, but ask any faculty member at IIM-A and she is likely 
to tell you that the teachers get a lot of freedom there. “People 
can do research on whatever 
excites them. We do not dis- 
criminate when it comes to 
funding,” says Jayant R. Varma, 
chairperson (research and 
publications committee). 

It all adds up to an increas- 
ing commitment to research. 
So how long will it actually take 
for IIM-A to become a global 
school? “I suspect a decade is 
reasonable (for a B-school to 
globalise), not different froma 
purely domestic Indian firm 
trying to reach a truly global 
footprint,” says Khanna. 

Dholakia, who wants to fin- 
ish the bulk of the work by the 
time he leaves office in 2007, 
agrees that it is not going to be 
an overnight exercise for sure. 
“But it is the direction and 
commencement of the jour- 
ney that is important. We have 
got that right.” G] 


VIKAS KHOT 
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_. Skyline Advantage ! 

» Skyline Business School, New Delhi is proud of its International lineage and offers global curricula to students 
| who know no boundaries, who network universally, and aspire to be associated with international organisations. 
T Students who join our undergraduate & postgraduate courses are, in fact, ahead in thinking, application and 
© professional outlook and work practices. They are able to fit into global corporations or simply run their own 
4 enterprises by leveraging their intensive business education into career advantage. 


| Special Features! 


e High Level of Student Care « Specialisation in high growth areas e Most updated & relevant curriculum, with 
weekly Seminars, Business Quiz sessions, innovative corporate successes presentations. » Faculty mostly comprise 
| IM-A,B & C Alumni with rich corporate experience. e State-of-the-art library with 1200 journals online. 
| e Highly active placement cell. 


Skyline Alumni Placements: o ABN AMRO - Air Sahara « Air Tel e Albertsons, USA e Amadeus India 
| «American Express e Apna Loan.com e Balmier Laurie e Bax Global e British Airways e ebookers.com e Equus 
Advertising Limited e Galileo e GE Capital e Global Knowledge Portal (P) Ltd. « Gulf Air e HDFC e Interglobe 
e Jet Airways e Lufthansa e Makemytrip.com e Maruti e Pepsi e Price Waterhouse Coopers « Royal Sundaram 
+ Singapore Airlines e Sita World Travels (India) Ltd. e Swiss Airlines e TATA Infomedia Ltd. e Thomas Cook 
| « William E. Conner. 
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6968/26524399 or visit www.skylinecollege.com or e-mail info@skylinecollege.com + Download 
| application forms from Website. 
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INSPIRED BY LIFE 
[ o Marketing | e Finance | e Human Resources | e Tourism | M A IB Å from MAHE-Manipal 


° Insurancej e International pune e Information Syny. 
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Accredited US Degrees from National American University, USA | M ana gement 
Aaga ei wales cI 


For prospectus & details please call /visit : 

Hauz Khas Enclave, New Delhi - 16. Tel. : 2686 4848 & 2686 6968 

Skyline online : visit www.skylinecollege.com or E-mail : Info@skylinecollege.com for f 
* US Degrees are not recognised by Govt: of India, State Govts., UGC & AICTE SKYLINE BUSINESS SCHOOL 





PESA i 
e Skyline Diiin School is Delhi Branch Campus of MAHE-Manipal - a Deemed University . e for 
| Counselling please visit 10.00 a.m. to 5 p.m. Monday to Saturday « for details, please call 2686 4848/2686 | 


e 


Type, in = 





ea ae 


fess 






























































UD, 





Vanishin 
Recruiters <s is 


NAVJIT GILL 
YEAR 2007. It is Day 4 at HM-Y. A hundred and one students 
have been placed so far out of a total batch of 299. 

Something is terribly wrong. The placement in-charge, 
More Joyce could see it coming from Day One. The recruiters 
who came that day seemed to be window-shopping. But try as 
he might, More just couldn't put his finger on the reason. All 
the placement activities had worked like clockwork —- the stu- 
dents themselves had made more than 110 PowerPoint pre- 
sentations at companies. That obviously hadn't been enough. 


Not only had the number of recruiters gone down, the ones | 
- that eventually turned up didn’t seem too interested in hiring. 


More had two options: go straight to the director and get 


fried, or sift through records of recruiter surveys and interviews | 
“for any information that would help him shift the blame. 


Within the next hour he was in the library poring over old 


_ Magazines and newspapers. More soon found a survey of re- 
© cruiter expectations in a well-thumbed 2003 copy of India’s in- 
: dispensable business weekly. He knew he had hit paydirt 


when he came across this statement by R.P Mohanty, the HR 
head at ACC: “Students should be spending less time on these 
placement activities.” 

LEVEN The piece indicated that recruiters were getting 
» es, more and more demanding — as the business en- 
vironment becarne inclement, they only wanted 
to hire management graduates who were an ‘ex- 

cellent fit’ for their industry. 
Many of the demands appeared to be quite 
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A 
placement 
officer at- 
IIM-Y finds 
out how 
tangled 
the 





harsh, butonce the supply of MBAs increased, there was a real 
possibility that recruiters would simply stop coming to the B- 
schools that didn’t meet their exacting standards. 

More picked up a pen and began to write. 


Dear Mr Director, 

You probably know by now that we are having a dismal re- 
cruitment season. Has this school individually and collectively 
(emphasis his) failed to address recruiter concerns? | don't 


| know, After fairly exhaustive research, I have managed to get 


my hands on.an old study that anticipated the mismatch be- 
tween recruiter expectations and B-school limitations. 

I am forwarding an extract from the article. The excerpt 
shows just how complicated the whole issue of recruiter ex- 
pectations can be. | hope it will help you decide whether or not 


| we could have done anything to forestall the recruiter 


drought. (My comments are in italics) 
The Work Experience Paradox 
According to a survey carried out by Executive Access, a lead- 
ing search firm, about 60% of recruiters want candidates with | 
work experience. They basically need MBAs who can hit the 
ground running. 

Workexperience is critical for companies that are trying to 
crash the training period for management trainees. “From 12- 
18 months, the training period for management trainees is 
coming down to 3-6 months. Today 18 months is a lifetime,” 
says Vasant Sanzgiri, senior vice-president (HR), South-east 
Asia, Prudential. What most recruiters really want is‘relevant’ 
work experience. That is an euphemism for experience spe- 
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cific to their industry. 

Here's the rub: getting work experi- 
ence in India is tough if you are anon-en- 
gineering graduate and you don’t have 
an MBA already! “Companies like Hin- 
dustan Lever take non-engineering 
graduates from good colleges for their 
executive training programmes, but 
there are only limited opportunities,” 
says A. Sudhakar, HR head, Dabur. 

Arun Maira, head of Boston Consult- 
ing Group India, feels that industry also 
has a role to play here. “They should take 
people (non-MBAs) with the technical 
skills and teach them management (of 
resources).” Maira, too, feels that work 
experience is necessary. “What B- 
schools, which are designed to produce 
people who can take up leadership roles 
pretty fast, teach you is technical knowl- 
edge about a host of things, even leader- 
ship. But this is not a skill yet — it is information.” 

Adil Malia, vice-president (HR) at Coke says in future “both 
models— MBAs whoare fresh graduates and MBAs with work 
experience — will co-exist. The former will definitely stay as 
there is too much pressure (in India) to get jobs after gradua- 
tion. It works from a recruiter's point of view too — here is a 
chance for me to mould them as per our concepts and values.” 


search firm 


soft skills 


fulness 





Like top global B-schools, should we, too, select students | 


with an average work experience of 4-5 years? 
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Skills recruiters want 


The results of a 2003 survey 
by Executive Access, a leading 


Ability to work in a team 


Analytical and problem 
solving skills 


Communication and other 
Creativity and resource- 


Leadership potential 
| General managerial skills 


Entrepreneurial skills 
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Industry Exposure 

Even those recruiters who don't insist on 
work experience are particularly keen 
that students learn as much as they can 
about the sector they are going to work 
in. “B-schools should give students a 
fairly detailed understanding of what to 
expect and what not to expect in different 
sectors,” says Santrupt Misra, director 
(corporate HR), AV Birla group. 

Suresh Mhatre, principal consultant, 
TCS, who used to head corporate recruit- 
ment for the company at one time, 
agrees. “For instance, HR in IT compa- 
nies is quite different from HR in manu- 
facturing. Students must learn this.” 

However, B-schools feel that students 
—who have come to learn general man- 
agement skills applicable across indus 
tries — already get enough exposure to 
the sectors they want to join. “We would 
not like them to overspecialise,” says She- 
khar Chaudhuri, director, IIM-Calcutta. 

“In addition to various electives, there 
are also term papers and the project in 
the second year,” says Samir K. Barua, 
chairperson (PGP) at IIM-Ahmedabad. 

Mhatre feels the problem may be 
simply one of compressing all the learn 
ing in two years. “We (TCS) have been 
speaking to schools to see if they can do 
an e-learning programme for the stu- 
dents once they are selected in March. 
That way, the foundation courses can be 
completed by the time they join in July.” 

How much industry-specific exposure 
is enough? How much is too little? 
Faculty Development 
“I wish that faculty was more more clued 
into what is going on in industry,” says 
Misra. As president of the National HRD 
Network he is trying to facilitate that. “I 
am asking all local chapters to write to 
management institutes and tell them we 
will help you get more industry exposure.” 

B-schools are using management de- 
velopment programmes, consulting and 
research as one way of increasing the fac- 
ulty-industry interface. Another obvious 
option is to get faculty with industry ex- 
perience. But once again that requires B-schools to strike a 
fine balance. “We would generally prefer Ph.D.s. We say we are 
a centre of excellence in management — it is our responsibil- 
ity to generate knowledge. Somebody who has research expe- 
rience will be better at that,” says IIM-C’s Chaudhuri. 

Our B-school is going through a difficult time. Before you 
take any decision, I urge you to look at our employee records 
You will see I have 10 years of industry experience and a Ph.D. 

Yours, etc... 


SATYAJIT DATTA 
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N. L. Dalmia Institute Of Management 


Studies And Research 
2 j_ "Srishti", Sector I, Mira Road (East), Mumbai 401104. 
kor Tel.:28115601/28115179/28124520 


: nidimsr@bom3.vsni.com WEBSITE : www.nidalm amami org - 


COURSES OFFERED 


Courses affiliated to University of Mumbai and Admission Procedure and No. of | 

Seats: 

| « 2 Years Full Time Master's in Management Studies Admission eed? Central Entrance 
Test (CET) seats -120 

* 3 Years Part Time Master's in Finance Management Written Test, GD and PI conducted 
by the Institute Seats-60 

« 3 Years Part Time Master's in Human Resource Management -Written Test, GD and PI 
conducted by the Institute Seats-60 

e 3 Years Part Time Master's in Marketing Management- Written Test, GD and PI conducted 

by the Institute Seats-60 


Course approved By All India Council for Technical Education: 
2 Years Full Time Post Graduate Diploma in Business Management- Written Test, GD and PI 
conducted by the Institute (NLDET) Seats 60. 


CORE STRENGTHS 


Twenty one dedicated, full time faculty, each with a post graduate qualification from 
Premiere B- Schools of India, and having rich corporate experience for more than a 
decade at senior positions in industry. 
State of the Art Information Technology Center, Library and Classrooms, Free 24-hour 
Internet Facility to the students. 
An informal, open door culture most congenial for learning and personal growth. 

+ A focus on Academic Excellence, Total Personality Development, Dedication and Discipline, 


ACHIEVEMENTS 


Ranked 3” amongst Mumbai B-Schools by BUSINESS STANDARAD (Jan 2003) and 
INDIAN MANAGEMENT (Jan 2003). l 

Best University Results Since 1999. 

Mumbai University Topper 2002- Winner of Dr K.S. Basu Prize 2002. 

BMA Best Management Student 2002 and 2003. 

Winner of Dandekar Trophy 2003 and 2001. 

Winner of FCB ULKA Comstrat 2002. 

Winner of PUMBA best Summer Project 2002 (First Prize: Finance and First Runners up: 
Marketing). 

Winner Best Finance Student 2003- Finance Forum of India. 


Prof. P. L. Arya 
DIRECTOR 




































(Entrepreneurship & Management Processes International Business School 
[An autonomous member of CSKM Group of Institutions] 
cskm Educational Complex, Satbari, Chattarpur, New Delhi - 110 074 
: 2665 2373 / 2375 / 3764; Fax : 2665 4422. e-mail: ampie vsninetin 
Visit us at: www.empiindia.com 


MBA | 2 Yr. PGDBM Programme (2004 - 2006) _ 
Post-Graduate Diploma in Business Management 
AICTE (Govt. of india) approved 


The EMPI Advantage Admission thro' CAT | ai 


Global Management Programme Network : US, 
Procedure 


EU, Poland & Singapore : 
Library and Electronically linked Information. J @ Eligibility : Atleast a 3-year Bachelor's degree or equiva- 


Int'l Exchange | 


Resource Centre. lent in any discipline recognised by the AIU / AICTE as eligible | 
® Eminent Indian Core & European American for Post Graduate Studies. Candidates appearing for the | 
visiting Faculty final examination for the Bachelor's degree ( or equivalent 


exam. ) can also apply. 

è NRI candidates living abroad can apply with their GMAT or 
GRE scores. Candidates who live in India with NRI parents 
must appear for CAT only. The number of such candidates | 
will not exceed five. 

@ Additionally, the candidate should register with 
EMPI through separate EMP! application form. This | 
can be obtained from EMP! CSKM Campus Office, New 
Delhi (address as above) on payment of Rs. 800/- by 
cash/ DD payable “EMP! Business School" at New Delhi. | 
(Add Rs. 50/- for Courier within Delhi or Rs. 100/- for 
outstations or Rs. 1000/- overseas). Alternatively for applying 
through the web, please log on to EMPI's website and fallow 
the instructions carefully. 

è Company Sponsorship : Companies can sponsor 
candidates (preferred areas : Entrepreneurship, intl 
Business). Final selection will be based on CAT score. The 
number of such candidates will not exceed five. 

è Final Selection : Shortlisted candidates will be called 
for our Personality Profiling exercise - a prelude to | 
grooming your Total Personality including Group Tests | 
and Interviews. 


EMPI uses CAT for shortlisting candidates for its 2 -Year Full \ 
Time Post-Graduate Diploma in Business Management 
(PGDBM). HMs have no role either in the selection procedure 
or in the conduct of the programme. 


Residentiality in Executive Development House 
with Wireless Internet connection, Culture 
Centre and Movie Club 

Personality Assessment Centre Enhancement & 
Upgradation Processes (PACE -UP ) Programme 
Executive Fitness Programme (Multi-gym, 
Swimming, Tennis, Yoga, T.T., etc.) 
Placements with leading MNCs and Indian 
organisations. 

Scholarships and ‘Earn While You Learn’ 
scheme 

Pollution free vast Residential Campus 


Add'l Research & Study Options 


@ Web Designing 

@ Dual Diploma / Degree Awards : 

- EMPI-Fordham, New York, USA 

- EMPI-ESC Lille, France 

è Research Participation : 

~ EU-India Economic Cross Cultural Study 

- Japanese Multinational Enterprise and 
Study Group (JMESG) 

- Wharton B-School's CEO Study 

- Computer Simulated Marketing Models 


| coe -SNAR SO a MOND.. PNS. 


ECR TANT DATES | 














Business India — 
AIMA Survey 
‘A Grade Institute * 





Considering the wide variations between surveys which confused the students, JEE asa Sha e 
policy has stopped participating in rankings since year 2000. 
Details available on request for other Industry endorsed PG & UG EMPI l sity 

| o Advertising, Communication & Mgmt. e Informa 

ə Business Journalism & Mass Comm. e Global Business Mgmt. 

è infrastructure Development Mgmt. e insurance & Banking Mgmt, 
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= Campus snapshots 


Top 5 B-schools By Region 


Eastern and Central india F Northern India 


io 4} Indian Institute of Management-Caicutta (3) 1) Indian Institute of Management-Lucknow (4) 
2) Xavier Labour Relations Institute, Jamshedpur (7) 2) Management Development Institute, Gurgaon © 
3) Xavier institute of Management, Bhubaneswar (15) 3) Faculty of Management Studies, Delhi University O - 
4) Indian institute of Management-Indore (23) 4) University Business School, Chandigarh (13) 
5) Regional College of Management, Bhubaneswar (15) 5) Dept of Mgmt Studies, 1IT-Delhi (14) 

| Southern india Western India 

1) Indian Institute of Management-Bangalore (2) 1; Indian Institute of Management-Ahmedabad (1) 
2) Indian Institute of Management-Kozhikode (11) 2) National Institute of industrial Engg, Mumbai (5) 


8) ICFAI Business School, Hyderabad (12) 3) S.P. Jain Institute of Mgmt & Research, Mumbai (8) 
4) T.A. Pai Management Institute, Manipal (22) 4) Shailesh J. Mehta School of Mgmt, IIT-Bombay (10) 
l 5) Loyoia inst. of Business Administration, Chennai (31) 5) Institute of Rural Management, Anand (17) 





i Students ranked mem O f s Recruiters ranea Them 


B-school Total (390) 





Rank B-school Total (360) 


1 Indian Institute of Management- 
E Bangalore (2) 


2) Xavier Labour Relations Institute, 
2 Jamshedpur (7) 


Indian Institute of Management- 
7 Ahmedabad (1) 


Indian Institute of Management- 
= Lucknow (4) 


Indian Institute of Management- 
Bangalore (2) 


3) Indian Institute of Management- 
2 Calcutta (3) 


4) Indian Institute of Management- 
“/ Ahmedabad (1) 


Management Development institute, 


4 indian institute of Management- 
A Calcutta (3) 


. Xavier Labour Relations Institute, 


5) Gurgaon (6) 3) Jamshedpur (7) 
6) S.P. Jain Institute of Management & 6) Shailesh J. Mehta School of 
~~ Research, Mumbai (8) A Management, lIT-Bombay (10) 


Indian Institute of Management- 


7) Management Development institute, 
Lucknow (4) 7 


Gurgaon (6) 


8) National Institute of Industrial 


8) National Institute of Industrial 
Engineering, Mumbai (5) a 


Engineering, Mumbai (5) 


g; S-P. Jain Institute of Management & 


9) indian Institute of Management- 
Research, Mumbai (8) 


ği Kozhikode (14) 


10) indian Institute of Foreign Trade, 10) Indian institute of Management- 








New Dethi (18) Kozhikode (11) 
The factors that were considered for arriving at the final i The factors that were considered for arriving at the final scores 
scores were the application-selection ratio, cost of | were the recruiters on campus, application-selection ratio, students 
education, hostel, academic infrastructure, percentage of | selected per recruiter, average domestic salary, number of 


students placed, number of recruiters on campus, number 
of students. selected per recruiter, average domestic 
salary, new electives, and student exchange 


international placements, industry interface and Management 
Development Programmes (MDPs). The parameters were chosen 
after polling 108 recruiters 


Note: Figures in parentheses 6 4 
indicate 2003 Top 100 ranks BUSINESSWORLD 22 SEPTEMBER 2003 













(DIAN INSTITUTE OF MANAGEMENT CALCUTTA | 





The only constant is change — some cope with it, we lead 


Programmes Offered 
a) Two year Post Graduate Diploma in Management 
Started in 1964, 
b) Two year Post Graduate Programme in Computer Aided 


Publications 


Two refereed Journals : Decision and Journal of Human values, Faculty 
contributions include more than a dozen books and over 150 research 


papers annually. 
infrastructure 











{IMC's trump card. Diverse and rich faculty experience has helped 
public, private and non-profit enterprises to improve their 
performance. 


_1) Long Duration Executive Education 
'. @ SixMonths Young Professionals Programme (YPP) 
One Year Special Management Programme 
Q One Year international Business Programme 


J) Knowledge Creation 
IMC hosts a large number of seminars, workshops and International 
conferences annually. 

k) International Management Programmes 
MDPs in foreign locations like Singapore, Dubai, Colombo. 


Faculty 
internationally renowned Faculty, rich in academic and industry experience 


including national and international award winners / members and directors © 


of Board of various Industries, Advisors to national and international 
govermment/NGOs, editors and joint editors of national and international 
journals. 





Management ~ 
“Started in'1994. The verdant 135 acre campus has state-of the art facilities like all fully air- 
: ae conditioned classrooms/seminar hails/conference hails / Auditorium (750 
c} Three year Post Graduate Diploma in Business seats), Management Center for Human Values, faculty and staff members 
i Management for Working Executives residential facilities, library, an executive Management Development Centre 
Started in 1994 (Tata Hen; a bank, two ATMs and a post office: The 750-seat state-of-the-art 
noe Auditorium is the latest addition to 
*- @) Doctoral Programme the campus. The campus wide LAN 
Started in 1971. encompasses 1000 nodes/ 
workstations. LAN connectivity is 
e) Student Exchange available in each room inthe 
Programme students’ hostels. Largest 
Partnership with 24 top B- management library in Asia. 
Schools around the wortd with. 
many opportunities for Centres for Advanced: 
scholarships. Research and Training: 
f) Management Management Center for Human. 
Programme Values(MCHV) 
(MDP) Center for Development and 
Numerous short duration Environment Policy 
courses offer analytical — New Centres 
insights arid skills, and provide Centre for Corporate Governance 
‘a thorough knowledge to Centre for Entrepreneurship 
today's practicing managers. development 
About 43 MDP’s held annually, 
9) Customised Co to Programme h spre distinguished Alumni have made their mark worldwide 
P © ; s strong distingui umni have made their mark wi i 
prie ao lene modules for leading and occupy leadership positions as corporate managers, academicians, 
nyc ita i successful entrepreneurs, industrialists and public leaders. 
onsultancy 


Placement 

Consistently ranked as number 1 in recruiter perception. Most successful 
and well structured lateral placement programme in terms of number of 
students placed and the mix of companies. Highest number of pre-placement 
offers across ail B-schools in India. 


Student Life and Activities 
IMC has a vibrant student community, consisting the very best brains fram 
all over India. The students are actively involved in serninars, business 
school meets, sports and cultural events. Student initiatives encouraged 
and alarge number of clubs and societies are run by students. 
Initiative for Community Action (INCA) : Involved in 25 consultancy 
projects for NGOs annually. 
3 taglio: The Most Popular B-school Meet in India. 
2 Ideas To implementation (i21) : One of Asia's Biggest Business 
Plan Competition. 
2 Shastrarth : Largest and most prestigious paper presentation contest in incia. 
a Pratyancha:: Only B-school in india to have an annual Theatre Festival. 
a Magazines : imZine, HM Calcutta's Online Magazine. 
a Over 15 Clubs in fields of Finance, Marketing, Sports, Consulting, 
Adventure, Music, Dance and Choreography whieh provide for all 
around growth and development, 


INDIAN INSTITUTE OF MANAGEMENT CALCUTTA 


Diamond Harbour Road, Joka, Kolkata 700 104, india 
Ph : 2467 8300/01/02/03/04/06/313 (EPABX) Fax : 91 33 2467 8062 (Board) www.iimcal.ac.in 























age 





Highest Cost of EGuCation 


Rank B-school Cost (Rs) 


1 Kirloskar institute of Advanced 

) Management Studies, Harihar (51) 
2 international Management Institute, 
2) New Dethi (19) 


3 ICFAI Business School, 
3} Hyderabad (12) 


4) Institute of Management Technology, 
-7 Ghaziabad (21) 


4 NIILM Centre for Management 

© Studies, New Dethi (29) 

, Management Development Institute, 
-7 Gurgaon (6) 

7) T.A. Pai Management Institute, 

T) Manipal (22) 


8 Fore School of Management, 
3) New Delhi (25) 


9 Institute for Technology and 
3) Management, Bangalore (95) 


10 Symbiosis Institute of Business 
©) Management, Pune (26) 





| 10) Kozhikode (11) 








` B-SCHOOL RANKINGS 





Highest starting Salaries 
Rank B school by alt ou 


4 Xavier Labour Relations Institute, a 
Ł) Jamshedpur (7) 


2 S.P. Jain Institute of Management & 
£) Research, Mumbai (8) 


3 Indian Institute of Management- 
3) Ahmedabad (1) 


3) indian institute of Management- E 
/ Calcutta (3) 


5) Indian Institute of Management- 

4 Lucknow (4) e oe 
6) Indian Institute of Management- 

“/ Bangalore (2) 


7 Management Development Institute, 
p Gurgaon (6) 


g; Shailesh J. Mehta School of _ 
<4 Management, IIT- Bombay (10) 


9) Indian institute of Management- 
*/ Indore (23) 


Indian Institute of Management- 








most FOFEIEN Piacements 


Students Outgoing 


Rank B-school placed (inti) batch 








Rank B-school Age in years Total (1000) 














1.) Shailesh J. Mehta School of ib Shailesh J. Mehta School of ` 
L) Mgmt, IIT-Bombay (10) Mgmt, IiT-Bombay (10) _ 8 
2 Indian Institute of Management- 36 indian Institute of Management- 
£) Ahmedabad (1) 7 Kozhikode (11) 7 
3 Indian Institute of Management- 18 ICFAI Business School, 
3) Bangalore (2) Hyderabad (12) 8 
4 Fore School of Management, 12 _ Dept of Mgmt Studies, : 
©) New Delhi (25) IIT-Dethi(14) n Ge 
5 National Institute of Industrial 7 Lal Bahadur Shastri Institute of 
>) Engineering, Mumbai (5) Management, New Delhi (16) 
6 Indian Institute of Foreign ; 7 Goa institute of Management, : 10 
3) Trade, New Delhi (18) Goa (20) | 
7 Symbiosis Institute of Business _ 12 Indian Institute of Management- 7 
4 Management, Pune (26) Indore (23) ail oe 
8) Faculty of Mgmt Studies, 6 Nirma Institute of Modern : 7 
ari University of Delhi, Delhi (Q) Management, Ahmedabad (24) 
9) University Business School, : 8 Indian Institute of Modern 5 
2) Chandigarh (13) ke Management, Pune (28) 
40) Symbiosis Institute of Interna- 6 NIILM Centre of Management 7 
® tional Business, Pune (60) Studies, New Delhi (29) 
RE caer eer eee DT z ; eee RE a - eae m 
Fastest R sers . 
i Rank 2000 Rank 2002 ‘Rank 2003 
B 34 12 
% 56 25 
23 4 


Note: Figures in parentheses 
indicate 2003 Top 100 ranks 
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¥ Specialisation in Marketing, Finance &E 
Telecom Management are offered. Students [| 
from all these streams are available for} 
placement. 


| WAIL 


than conventional MCA. 


v Each student undergoes four months of J 


industrial training on full time basis through 
project studies in aes of two months f# 


these students are also trained f 
simultaneously in IT leading to award of} 
Masters Diploma in Computer Application | 
(MDCA). Our'MDCA program is far superior | 


rm Management (IMM) 


(PGDM - Systems) | 


v Students Specialise in two disciplines viz 
systems and Marketing Management. 

y Students of this program receive Masters 
Diploma in Computer Application (MDCA) 
with additional training in Networking, SAP 
(S&D Module) and Software Engineering. 

v Each student undergoes to three months of 
industrial training on full time basis through 
project studies. Students of this programme 
are eligible for placement in both IT as well as 

Marketing Streams. 





~ B-SCHOOL RANKINGS 


Cosmode-BW TOP 100 


Networking Grand : 
facilities ‘expenditure’ Faculty Programmes. Admission: delivery. | Placement ; interface : “ongation total 
! (100) 1000 





: Academic Academic Programme: | industry i: 



























B-School : (400) {25} {200} ; (50) i (50) (78) : (300) : (100) 


80.23 18.62 159.63 35.00 | 40.58 50.00 272.01 ee 71.33 
95.00 6.51 144.55 45.00 40.62 60.00 255.28. 90.00 ` 72.33 
. 78.11 8.34 140.56 45.00 | 40.75 | 70.00 : 250.06 95.00. 71.00 
76.07 13.84 129.10 35.00 40.72 65.00. 248.29 100.00 : 71.00 


75.84 13.74 138.37 45.00. 34.86 70.00 226.3 





74.29 12.32 145.85 40.00 40.47. 47.00 233.40. 91.94 73.00 
77.90 . 18.80 114.45 40.00 40.57 . 62.00 ` 254.08 82.00. 61.00 
69.82 15.47: 97.90 40.00 40.64. 60.00 259.29: 78.55 60.00 


65.74 25.00 126.79 45.00 : 41.00 70.00 200.25. 82.84 58.00 











: niversity o of Delhi, Delhi 


Shailesh J. Mehta School of 
Mgmt, IIT-Bombay 


__ Indian Institute of 
‘Management-Kozhikode 
, ICFAI Business School, — 
Hyderabad 
. University Business School, 
“7 Chandigarh — 

a Dept of Mgmt Stiles, 

I WT-Deth 


68.05 19.05 112.03 25.00 32.03 65.00 250.32 
75.41 22.79 104.16 17.00 40.71 65.00 218.49 75.00 51.70 
57.03 25.00 98.97 40.00 23.83 72.00 185.06 86.92 76.00 


68.09 25.00 133.49 30.00. 40.00 60.00 ` 166.34 75.34 64.33 





61.50 12.03 136,77 30.00 32.42 70.00 176.23 
itus of : ts es oui 
nt, Bhubaneswar 68.13 5.65 98.71; 40.00 40.56 | 70.00 191.58 71. 
60.59 25,00 105.81 15.00 41.04 50.00 186.45. 
64.31 13.27 116.48 35.00 41.27 55.00 205.50 55.00 31.33 
72.41 6,60 73.63 40.00 31.54 45,00 202.86. 72.00 68.67 


57.34 11.02 86.06. 25.00 34.17. 62.00 - 178.39 68.16: 72.67 


© 59.66 22.81 84.97 5.00 29.49 75, 





67.91 7.46 75.61. 33.00 ` 31,46 
69.47 18.18 80.10 28.00 34.26 ` 
67.67 18.58 80.10 10.00 40.65 


7467 14.28 81.69 30.00 29.86 





' 4858 19.37 87.33 20.00 28.14 70.00 
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ed, multi-skilled: mulftingual mG 
untry. We have.100 Students i i 


LIE amens ininpure. com, i 
W Ilcome, welcome to HMM: We have the best mi nagerient Graduates waiting to offer you val ue ae 





Baron - - TNS Mode survey on overall 
Ja 2003. 7 Puana Today : 





Average Salary 
Re. 2.5 Lakhs pa. 


Our PGDM (PM & HRD) Programme is the very best in the country because the students of this program work 
overtime to simultaneously acquire additional qualifications, as follows, to enable them to become complete 
managerial material to face the challenges posed by the ever dynamic industry: - 

v Masters degree in Labour Laws and Labour Welfare 

v Masters diploma in Computer Applications 


Y Industrial exposure for 3 continuous months through project studies. 


(PGDM - Du 


Y Specialisation in Marketing, Sales, Finance, 


Insurance & Telecom Mangement are offered. 
Students from all these streams are available for 
placement. 

All these students are also trained 
simultaneously in Information Technology 
leading to the award of Masters Diploma in 
Computer Applications (MDCA). Our MDCA 
program is far superior than conventional 
MCA. 

Each student is exposed to four months of 
industrial training on full time basis through 


project Studies in two spells of two months | 


each. 


Students Specialise in two disciplines viz in 
Information Technology as well as in 
management with specialisation in Marketing 
Management. 

Students of this program receive Masters 
Diploma in Computer Application (MDCA) 
with additional training in Networking, SAP 
(S & D module) and Software Engineering. 
Our MDCA program is far superior than 
conventional MCA, 

Each student is exposed to three months of 
industrial training on full time basis 
continuously through project Studies, 
Students of this program are eligible — for 
placement in both IT as well as Marketing 
Streams. 


CAMPUS 1 PLACEMENTS . 003-04 





















































Ora ate School of Business 
& Administration, Noida 


Coimbatore 


$? Prestige Institute of Mgmt a 
R isearch, Indore 


. PSG Institute of pf Management, 


: Academic ` 
: facilities 


(100) 


52.83 ` 


50.36 : 


59.33 


t 52.17 | 
BT : 
53.82 ` 
, -48.47 
61.66 
61.91 
sera 


- 57.68 


56.66 


53.87 


53.94 


36.03. 


53.77 


52.29 


= 37.52 





Cosmode-BW TOP 100 





‘Programme, 


delivery 
(78) 


57.00 
60.00 ` 
57.00 ` 


44.00 ` 


Academic ` : 
‘expenditure: Faculty ‘poesia Admission : 
(28) (200) (60) 60 
oe 70.75 25.00 31.27 
22.55 90.18 30.00 19.58 
15.49 85.84 0.00 33.98 l 
20.24: 87.34: 15.00 : 40.46 : 
14.15 38.45 415.00 40.70 ' : 
19,29 | 78.88: 15.00 27.30 
25.00 | 56.36 23.00 31.82 
5.00 $2.93 20.00 22.45 
20.83 84.06 0.00 41.37 
4.84 83.05. 20.00. 39.81 
23.33 ` 61.34: 25.00 ` 20.04 ` 
9.51 105.41 20.00 27.50 
13.51 81.38 30.00 18.40 
13.10 47.12 10.00 20.73 
7.57 92.96 35.00 : 24.80 
8.78 46.13: 20.00 27.43 
837 49.14 10.00 40.65. 
25.00 60,06 25.00 44.01 
20.96 8447. 0.00 21.15. 
17.67 80.35 
25.00 63.26 25.00 17.69 
15.95 74.48 0.00 22.40 
18.76 34.71 15.00 34.74 
17.46 99.02. : 
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: 169.85 
178.68 
197.67 
12103 
: 167.35. 
` 106.40 


| 132.35 


148.97 
` 172.41. 
182.87. 


` 152.39 


126.29. 


| 146.77 
` 160.46. 
157.54 


` 116.87: 


© Industry 
‘Placement | interface - 
(300) {100) 


178.40. 90.00. 


135.76 


151.22 


74.88. 


156.49 | 


74.56 


79.28 ` 


Networking Grand ` 


i innovation 


(400) 


44.00 
69.00 


52.33 








total 


(2000) 








CT) INDIAN INSTITUTE OF FOREIGN TRADE 
HED DEEMED UNIVERSITY 


More than 26,800 candidates applied for MBA (International Business) 2003-05 for 120 
seats. 


IIFT has been given the status of DEEMED UNIVERSITY by UGC and its MBA recognized 
by AICTE. 


First Business School in the country to start Post Graduate Programmes in international 
business. 


IIFT was rated as one of the TOP SEVEN B-SCHOOLS OF THE COUNTRY 
(www.cosmodresearch.org). 


All the Hostel Rooms have computer with internet connectivity. 
Students’ Computer Centre at the Campus is open 24x7. 


ec iiew a ag Fully air-conditioned class-rooms with state-of-the-art technology like LCDs and Embedded 
PCs. 
Foreign Languages taught as compulsory subject in three trimesters of MBA (IB). 
PAST RECRUITERS The Institute’s portfolio of long-term programmes is diverse, catering to the 


requirements of aspiring International Business executives and mid-career 


Campus recruitments at IIFT in 2003 were professionals alike. These are: 
complete within the first three days and its 


regular recruiters include: 


* Olam International Ltd., Singapore 
* Kouk Grains & Oils Pte Ltd., Singapore 


* Elekta Gulf, Dubai 


e Hindustan Lever Limited 


¢ ITC 


* Cadila Pharmaceuticals 


+ Dabur India Ltd 


e Dr. Reddy's Laboratories 


¢ Lupin Limited 


* Surya Pharmaceuticals 


¢ Global Trust Bank 
» HDFC Bank 

¢  IndusindBank Limited 
-+  EximBank 


* Gas Authority of India Ltd 


¢ HPCL 

* ONGC 

* Indian Oil Corporation 
* TELCO 


e Godfrey Philips India Ltd 


¢ Arvind Mills 


¢ Birla Management Corporation Ltd. European Union, different Central 
* Eicher Goodearth Limited 


* Essar Group 
* RPG Group 
« Thermax 


«TVS Electronics Limited 


© TVS Motor Co. Limited 
° MMTC 


* Two-year MBA (International Business) New Delhi and 
Dar-es-Salaam. 


* Three-year MBA (International Business) New Delhi 
(Evening) 


e Executive Masters in International Business New Delhi, 
Dubai and 
Dar-es-Salaam 


* Certificate Course in Export Management New Delhi 


The Institute has announced admissions to its two-year flagship residential 
programme MBA (IB) 2004-06.The Prospectus and Application Form are 
available till 17th November 2003 and same can be obtained either by post 
or from the IIFT Campus. Candidates can submit application online by 
visiting IIFT’s website at www.iift.edu and clicking the “ADMISSIONS 
2004” icon available on the homepage wherein detailed guidelines are 
available. 


IIFT Entrance Test is scheduled to be held on 11th January 2004 during 
10.00 am — 12.00 noon at more than 40 centres all over the country. 


IIFT, located in sylvan surroundings of Sanjay Van and Qutab Minar in South 
Delhi is uniquely positioned to equip students for the emerging new business 
environment. The Institute has trained more than 40,000 business professionals 
across 30 countries in various facets of international business and trade policy 
through its Management Development Programme. Over the years, IIFT has 
undertaken path breaking research studies with WTO, World Bank, UNCTAD, 


Ministries, State Governments, and 
Private Sector Organisations. 


For more information, please contact: 


Shri L.D. Mago, Admissions Officer 

Indian Institute of Foreign Trade 

B-21 Qutab Institutional Area, New Delhi-110016 
Tel: 2685 7908, 2696 6563 * E-mail: Idmago @iift.ac.in 
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; Academic Academic Programme: ` Industry Neamh ME Grand 
: facilities expenditure Facuity ‘Programmes: Admission: delivery : Placement | interface ‘innovation; total 
(100) (25) (200) 60 60 | (75) : (300) (400) (00): 





















; d 60.86 8.56 86.94 5.00 19.61 | 59.00 132.30 ere pve 
58.95 5.25 90.70 10.00 20.40 4200 146.79 64.24 2667 
20.51 | 19.96: $291. 5.00. 10.16 R ize.es | 92.99 67.33 
37.17 25.00 63.18 20.00 35.23 70.00 128.76 74.13 10.00 
oo ag4s 10.99. 68.59 10.00 21.98 70.00 148.62 72.59 13.67 


26.87 14.56 73.95 0.00 33.50 60.00 155.39 74.88 20.67 







49.85 25.00 83.04 25.00 29.66 45.00 132.45 59,05 10.00 





Univers oom Kashmir 


stitute for Management 


lopment, Mysore 50.04 21.95: 76.86 5.00 18.56 57.00 1329 13:89 21.67 








: KJ Somaiya Institute of Mgmt : i : 
Studies & Research, Mumbai 42:7 806 65.93 0.00 | 24.75 70.00 190.04 3929 26.00 ` 








__ Symbiosis Institute of eal Groh ae 
60) international Business, Pune 55.00 7.90 39.78 | 5.00 14,34 60.00 153.30 7091 | AS, 


, Dept of Business Management, 
61) Osmania University, Hyderabad 40.10 25.00 46.22 35.00 - 19.66 59.00 131.62 63.91: 26.33 





‘Sydenham Inst. of Mgmt : : 
Studies & Research, Mumbai. 49.58 5.00 41.74: 0.00. 35.80 55.00 174.20 75.29: 10.00 


of Mgmt Studies, Hyder- 
University, Hyderabad 2044 1516 83.91 20.00 22.38 65.00 112.80 62.16 23.00 


itute of Management 
Delhi 








57.78 11.61 69.71 0.00 25.47 57.00 113.99 74.69 34.0 


ee 


45.55 9.01 9468 5.00 1603 70.00. 97.62 69.88 31 
46.38 5.00 56.10 30.00 32.02 60.00 106.70 80.24 19.3 
51.61 21.34 4260 0.00 24.76 65.00. 151.14 58.95 19.00 _ 
is e 40.24 14.09 76.95 28.00 : 16.23 ` 65.00 118.99 47.03 27.3 
62.58 14.08 5649 0.00 13.41 60.00 133.21 67.99 25.0 
ral gg at 23.84 64.93. 5.00 : 18.46 67.00 “45931 20.78 5.00 ` 
50.65 20.29 55.52 5.00 16.53 70.00 131.23 66.26 16.67 
| f 40.77 13.68 97.21 0.00: 7.94. 50.00 | 91.03 67.85 58.70 | 
© 49.03 10.00. 40.86 30.00 20.07 60.00 131.45 76.03; 9.00 
eh ona 16.98 58.97 0.00 | 22.52 70.00 130.64 55.55. 37.67 


42.36 21.08 73.67. 20.00 19.38 65.00 96.89 70.36 12.67 
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36 Professors, 76 Students, 66 of India’s 
Top Companies... Look no further. 


PLACEMENTS AT INFINITY (2003) 
> & a eh . 
id 


= 


itis Com puters 


‘oy 


W ABN AMRO men 
4 ae 
ad 
kd 


j TA - 
Prime Emer 


Berger Paints Metlife Insurance Pidilite Ernst & Young 


Business A aiee Test to be held in 


Infinity Business School 
Sponsored by Citi Group Investments 
No. 5, Sikandra Road, New Delhi 110 001 
Tel: 23388361, 23073186, 23387879, 23073130 
Visit us at : www.inbuss.com 








story B-SCHOOL RANKINGS 


Cosmode-BW TOP 100 













Academic Academic ` ‘Programme | Industry ‘Networking Grand ` 
; facilities ‘expenditure Faculty :Programmes: Admission delivery | Placement ` interface < innovation: total 
Rank B-School : (100) : (25) : (200) (50) (50) (75) (300) (100) : (100) 


t 43.29 11.06 51.26 20.00 25.93 50.00 128.99. 63.28. 20.67 
43.99 25.00 48.16 25.00 10.85 54.00 115.79 1010: 17.00 
18.52 25.00 7318 20.00 26.69 PT 105.59 59.09 33.00 
39.20 5.89 4149 8.00 16.88 60.00 139.99 73.50 
49.31 2.49. 29.88 5.00 9.61. 75.00 149.4 
Me a aoe Sea ORS ae 70.00 120.89 
Perce er oe er 
46.36 13.96 3190 10.00 18.80 70.00. 138.42 
41.82 10.00 40.93 25.00 19.93 45.00 133.19 
TEA 0.00 48.40 0.00 12.09 60.00 154.79. 52, 


48.15 11.67: 23.66 25.00 27.59 : 70.00 105.83 


sf Mgmt Studies, Co: 
of Sc. & Tech., Kochi 


33.10 0.00 67,56 20.00 16.00 70.00. 112.54 
44.85 25.00. 31.31 10.00 16.06 50.00 131.90 
36.85 14.45 2619 15.00 18.60 60.00 118,80 
53.32 15.82 $1.61 0.00 19.22 50.00. 119.79 52. 
3059 1396 5190 0.00 16.91. 67.00 109.39. 
45.00 5.00 43.08 20.00 10.38 40.00 114.09: 
49.11 10.05. 28.98 0.00 25.80 60.00 107.49. 
© 20.68 12.38 46.20 10.00 18.25 45.00 129.03 
2 38.35 18.75 22.46 0.00 18.70 i 60.00 120.99. 7 
M4115 831 5793 0.00 18.37. 72.00 95.26 
: 24.39 38.62 0.00 23.52 47.00. 123.79 
30.55 852 46.94 0.00 10.85 65.00. 116.48. 


22.36. 45.09 0.00 36.97 60.00 120.23 





_ 32.01. 25.00 43.85 20.00 34.04 67.00 113.64 15: 
*These rankings are based on completed 
questionnaires returned by 148 schools 7 4 
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Two YEAR FULL TIME 
POST GRADUATE DIPLOMA IN 


BUSINESS MANAGEMENT (2004 - 2006) 


(Approved by AICTE & recognised by Association of 
Indian Universities as equivalent to MBA degree) 





FORE School of Management (FSM) was established by the 
Foundation for Organisational Research and Education, a non-profit organisation, 
with a mission to promote excellence in management education. The School has on its 
roll distinguished faculty with extensive industry & teaching experience at leading 
Business Institutes. FSM, an institute of excellence with international linkages, has 
attained a prestigious position in the academic and corporate world. 


ELIGIBILITY 


At least a 3-Year Bachelor’s degree or equivalent in any 
discipline recognised by the Association of Indian 
Universities/ AICTE as eligible for Post Graduate Studies. 
Candidates appearing for the final year degree 
examination in the year 2004 can also apply provided 
they complete all the formalities of their examinations 
before June, 2004 and furnish the proof of having met the 
minimum eligibility criteria by October 1, 2004. 


ADMISSION PROCEDURE 


e All candidates will be required to appear for the 
Common Admission Test (CAT) to be conducted by 
liMs on November 23, 2003. For details please 
refer to the CAT Advertisement that has appeared in all 


leading newspapers on July 12-13, 2003. 


e Besides CAT you are required to Register at FSM 
through a separate application form which will be 
available from FORE School of Management for 
Rs. 1050/- in cash or can be despatched through 
Speed Post/Courier/Regd. Post on payment of 
Rs. 1100/- by Demand Draft drawn in favour of 
FORE School of Management, payable at New Delhi. 


Applications can also be downloaded from our 
website : http://Awww.fsm.ac.in 


Final interviews will be conducted at Delhi, Mumbai, 
Kolkatta, Bangalore and Hyderabad during 
March/April 2004. The Institute reserves the right to 
cancel any interview centre. 






e Maximum of 5% seats will be allotted to NRI/Foreign 
National candidates. However NRIs residing in india 
will have to appear in CAT. NRI candidates residing 
outside the country/Foreign Nationals with a minimum 
GMAT score of 600 can also apply. 


e Availability of FORE School application torm 
August 21,2003 

e Last Date to apply to FORE School: 
December 15, 2003 

e CAT forms available from: 
July 14 - August 22, 2003 at select SBI 
Branches & till August 29, 2003 at IIMs 


e CAT Examination: November 23, 2003 


PLACEMENT O 
Placement opportunities are provided to all students 
through campus placernents. A full fledged Corporate 
Affairs Division has been setup to take care of the 
placements and industry linkages. 


Hostel facility is available for boys & girls. 


For admissions & further details contact : 
Chairperson, Admissions, 

FORE SCHOGL OF MANAGEMENT, 

B - 18, Qutab Institutional Area, 

New Delhi - 110 076. Tel. : (011) 26863396, 
26866216, 26866305 Fax : (011) 26964229 
email : admissions @fsm.ac.in 


ly for admission 


ən process or in the conduct of the Pros 










How we 


































| The B-schools were ranked on | 

purely objective parameters. 
And validation teams were | 
sent to cross-check the data 


ERE it is: the most comprehensive survey of Indian 
B-schools. The Cosmode-BW survey draws on feed- 
back from all major stakeholders (recruiters, stu- 
dents, faculty) to design the most rigorous and ob- 
jective method for evaluating management schools. | 
And the data has been validated by regional teams to ensure | 
_that the ranking of Top 100 B-schools in India is accurate. The 
survey was pioneered in 1998 and this year Cosmode re- | 
vamped it to make it even more powerful. | 
First, the parameters that do not really differentiate one B- | 
school from another, like course curriculum and teaching | 
© technology, have been eliminated. | 
Second, like earlier surveys, this one too takes note of | 
feedback from students, faculty and recruiters in developing 
the questionnaire. It polled 214 
students and 108 recruiters. The 
survey does not let the percep- 
tions of any of these groups in- 
fluence the results though as 
previous surveys showed that 
| these tend to be biased. 

Therefore, in the current 








(2003) survey, no weightage has ‘yecrulters 
; been given to the qualitative 
| evaluation by students, faculty =en naeem 
and recruiters. It has simply Summer e Leiters 


A innan 


collected objective data on pa- < 
rameters like number of re- : 
cruiters on campus and salary 
levels. In other words, the re- 
search design has moved away 
_ from being an opinion survey to 
being a data survey. 

Third, the current survey has 
shifted from absolute 
ranking to relative 
On ranking. B-schools 
P usually want to 
know where they 
stand in relation to 
each other and also in 


records 


Quantative Data: How it was eee 
Salary data 


eJob offers, letters 
ie Highest. and lowest mara data 
e Offer letters 
„3 Average > salary | calculation sheet 
Placement plan: Date-wise records 
and name of recruiters Ae 

i letters: of f acceptance to to visit school. 


eNumber of core faculty fi fror 
è Number of visiting fe fa ulty 


e Publications: Bool 


Tn 
e Number of applicatic 
for last session from 
-e B-school record 


arrived | 


at the Top 100 


relation to the top school in the country. So this survey has 


| used an ordinal scale to arrive at relative ranking. It has, how- 


ever, used absolute standards on some of the parameters 
such as built-up area. In order to ensure equitable ranking of 
B-Schools, data provided by them was moderated with re- 
spect to the size of their student population. 

Fourth, the survey now has a robust validation process 
that is extremely comprehensive. The first survey had ac- 
cepted the data provided by the B-Schools at face value. Sub- 
sequent feedback indicated that data was not always consis- 
tent across B-schools—salary data isan example. Nearly 95% 


| ofthe schools were covered by the validation teams. 


The validation teams were drawn from different parts of 


| the country. They were headed by M.P Sinha of Global HRD 
| Centre in the Delhi region; PN. Singh of Grid Consultants in 


Mumbai; Biju Pillai of Institute of Cost Management and Re- 
search in Pune; V.R. Mahesh from Om Consultants in Banga- 
lore; Cosmode associates PV..Murthy in Chennai, S.K. 
Mukherjee in Calcutta and A.S. Prasad in Lucknow, 

The responses, particularly on high-weightage parame- 
ters, were carefully cross-checked. These parameters were (1) 
faculty-related data (their composition and qualification, 
their research, consulting); and 
data related to placement (job 
offers and salary, number of re- 
cruiters, global placements). 
Where schools were unable to 
give credible data, the numbers 
were moderated. 

The teams first met the di- 
rector and those functionaries 
who had provided data for the 
questionnaire. 

Later some members of 
each team interacted with the 
faculty and the students while 
the rest pored over documents 
for substantiating the data. 
Each team member separately 
recorded his impressions from 
meeting the director, the facul- 
ty and the students. The overall 
learning environment at the B- 
school was also assessed. 

This validation process en- 
sured that the rankings are on 
the basis of some of the most 
credible data ever collected on 
B-schools in India. | 


since Ait 
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O the 17,000 passengers who 
choose to fly Jet Airways every 
day, there’s very little evidence 
that there is anything amiss. 
Ten years after it was set up, the 
airline still operates with clock- 
work precision. The planes ar- 
rive on the dot, the ground staff is as effi- 
cient and chirpy as ever, and service on 
board is as impeccable as it has always 
been. So it is not surprising that Jet rules 
the Indian skies with a 43.4% marketshare. 
But unknown to most, India’s favourite 
airline, the Rs 2,875.68-crore Jet Airways, is 
facing turbulence. During the past 18 
months, around 50% of its ground staff 
has quit. And Jet is regularly losing both 
cabin crew and ground staff to better pay- 
ing foreign airlines like Gulf Air. And as 
many as six senior expatriate heads of crit- 
ical functions have been terminated as a cost-cutting measure. 
But this is just half the story. After 9/11, airlines all over the 
world saw a fall in the number of passengers and Jet was no ex- 
ception. Its problems were compounded by the fact that it had 
added 10 Boeing aeroplanes to its fleet some time before that. 
As aresultits passenger load factor (the percentage of capacity 
being utilised) fell below 60% in 2002-03, before gradually re- 
covering to 63%. But even that was well below the break-even 
point of 75% targeted for 2002-03. Earlier, an increase in fuel 
prices in 2001 had put margins under pressure and Jet had in- 
curred a loss of Rs 171 crore in 2001-02. In 2002, helped by a 
10% growth in passenger traffic, sources say the airline de- 
clared a cash profit. (Jet declined comment on its financials). 
But that has not really taken the pressure off it. Sahara Air- 
lines promoted by Subrata Roy has been extremely aggressive. 
It has trebled its capacity in the last three years in a market fac- 
ing a glut. What's more, it has taken on Jet in its own game — 
service — with a series of innovations like on-board auctions 
(Bid andWin) and anewairport-city bus service for all passen- 
gers. Sahara's marketshare today has gone up to 13% froma 
negligible 5-6% three years ago. 
So, can Jet's controversial founder and chairman Naresh 
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10-year run 
Jet Airways 
heads into 
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Goyal keep Jet ahead? He was a successful general sales agent 
(GSA) in the travel business when, in 1993, he patched to- 
gether a deal with Kuwait Airlines and Gulf Air to start an air- 
line. In 10 short years he has turned it into a world-class car- 
rier. To do so he acquired a fleet of modern Boeing 737 aircraft 
and hired expatriate managers. A stickler for perfection, he in- 
stilled an obsession for it in the fledgling airline. By 2000, Jet 
had ousted Indian Airlines (IA) from the number one slot. 
Goyal means different things to different people. His crit- 
ics allege that he is merely a front man for several prominent 
politicians — something Goyal has hotly denied. Former and 
current managers that BW spoke to maintain that Goyal is the 
omnipresent boss. From stepping in to solve personal prob- 
lems of the cabin crew to buying aircraft — Goyal does it all. 


They describe him as an energetic and impatient man witha | 


somewhat rustic style of management. Says a Jet insider: “He 
is always on the phone, getting information, talking to people 


and taking charge. He is absolutely and completely involved | 


in every aspect of the airline. Jet is a world-class airline, thanks 
to his bold leadership.” 

The paradox is that this very leadership style that made Jet 
what it is today is now causing problems for the airline. When 
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THE PRESSURES 
@ Sahara Airlines fires from all @ 


@ Passenger yields fall due to @ Gives negligible pay hikes 


@ Nineteen-month downturn & 


following 9/11 ment an ongoing exercise 
@ Customer expectations @ Adopts ‘replacement only’ 
increasing policy for spares 


@ High attrition rates of ground @ Cancels contracts of six 
staff and cabin crew 


JET’S REACTIONS 


Cancels all refresher-training | 
budgets | 





this year 





Makes cabin crew recruit- 


expatriates 





the airline was smaller, it was possible for 
Goyal to manage most of business on his 
own. But now, as Jet has grown, it is be 
coming difficult to do so. And Jet seems to 
be headed for a founder's trap: the leader 
who created the business is now unable 
to let professional managers take over 
And that’s beginning to stifle growth. It is 
not as if Goyal has not been able to bring 
in competent managers. His problem is 
retaining them. Jet is on its third CEO in 
10 years. The current chief, Wolfgang 
Prock-Schauer, joined in June 2003. His 
predecessor, Steve Forte, left in Decem 
ber 2002 citing personal reasons. Execu 
tive director (commercial) Bram Stellar is 
on his way out. (He declined to talk to BW 
for this story). Sources say neither o 
them could cope with Goyal’s style of management 

So can Jet fly through the turbulence unscathed? That will 
depend a lot on whether it can find ways of competing wit! 
the likes of Sahara and the crop of low-cost airlines waiting to 
take to the air. That, in turn, will partly depend on whether Jet's 
51-year-old chairman can change his leadership style 


Looking For Recognition 


In 1967, Goyal, then a fresh graduate, joined Lebanon Interna 
tional Airlines. In 1973, he became a GSA and a successful one 
too. That business earned him his millions but no real recog 
nition. That began to change in May 1993, when he set up Je 
Airways. He announced his arrival with a banquet he hostec 
at the annual convention of the Travel Agents Association of 
India. He was the perfect host as he went around making sure 
that all the plates and glasses were full. Says a travel industr 
professional who attended that banquet: “That was Goyal’s 
finest moment; you could see it on his face.” 

The GSA stint was crucial for Goyal for two reasons — it 
helped him acquire a native understanding of industry and 
build a legendary network of contacts. Claims a former senior 
manager at Jet: “Naresh knows just about everyone.” Right 
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cdepth 


through his career as a GSA, 
Goyal made sure he attended 
every IATA (International Air 
Travel Association) meeting, 
no matter where in the world 
it was held. IATA represented 
the airline interests in inter- 
national air fares. So its meet- Fy 
ings were attended by those tA 
who mattered in the airline 
world. Says someone who 
knows Goyal from that time: 
“After the day's work was 
done, Naresh would begin 
working the room. He would 
identify the people he needed 
to know and then find some 
way to wiggle himself into 
that group.” 

Many of those relation- 
ships helped when he set up 
Jet. A long-time confidant.is 
Ali Ghandour, former chair- 
man of the Royal Jordanian 
Airlines and an adviser to 
King Hussein of Jordan, now 
on the Jet board. Then there is 
Vic Dungca, the executive 
vice-president of Philippine 
Airlines. In fact, unlike most 
Indian boards, the Jet board is 
very involved in the company 
and Goyal often gets their 
opinion even on operational 
issues like route planning. 

One of Goyal’s best deci- 
sions was to hire expatriates 
for critical functions like flight 
operations, flight engineer- 
ing and service quality since 
he knew the kind of expertise 
he wanted was not available 
in India. At one point, there 
were 20 expats working at Jet 
Airways. Even current CEO- 
Prock-Schauer, is from the 
Austrian Airways and used to be the chairman of Star Alliance, 
one of the biggest airline groupings in the world. Says Pradip 
Madhavji, former chairman of Thomas Cook: “Naresh gave 
people the airline they needed; not just what they wanted.” 

In 1998, Goyal took an audacious decision. He bought 10 
new Boeing aircraft — with the option to buy 10 more. It was a 
gamble that paid off. From 1996 to 2001, Jet raced ahead, 
adding new routes. At 47 destinations, its network is not as big 
as IA’s (60-plus), but Jet covers most of the viable routes. 
Things would have gone to plan had 9/11 not happened. 


Naresh Goyal \* 


The Jet A-list 


function from there 


guarantee deal in 1997 


Coping With Overcapacity 
Post 9/11, Goyal had a huge problem on his hands. The deal to 








Highly energetic. Goyal often takes impulsive deci- 
sions on the basis of information he haphazardly 
collects. Completely hands on, he relies heavily on 
his confidants on the board like Ali Ghandour 


Strong-willed and capable. Goyal’s wife is vice- 
president (sales and marketing) of Jet. She takes 
all the pricing and routing decisions. She is now 
moving to London but will continue to handle the 


Executive director with strong analytical capabili- 
ties. Handles aircraft acquisition and leasing 


Was responsible for swinging the US Exim Bank 


Part of the original team. Is vice-president in 
charge of support services 


Along with Anita Goyal, the only two people who 
are allowed to decide on cabin crew 
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buy the 10 Boeings was hang- 
ing like an albatross around 
Jet's neck because the market 
tanked. In 2002, market 
growth was barely 4%. Says a 
senior IA executive: “The 
market in the last four years 
has grown by 16% and capac- 
ity by 30%. Managing seat 
factor is everyone's problem.” 

Goyal couldn't afford to 
wait till the problem of sur- 
plus capacity had abated. He 
had to prune costs and bring 
down the break-even levels 
— fast. To begin with, Jet cut 
down increments. This year, 
the average increment for 
ground staff was Rs 250. Jet 
also cut back on refresher 
training for cabin crew, insist- 
ing only on mandatory safety 
training. The airline also let 
go of six expatriates. In an 
email response to BW, a spo- 
kesman at Jet explains these 
exits: “An important man- 
date for them (the expatri- 
ates) has been to train Indian 
personnel who could take 
over the responsibilities with 
experience. The recent deci- 
sion of the company to can- 
cel... the contracts of some of 
the expatriates should be 
viewed in this light.” 

Finally, last month, the 
airline leased out two Boeing 
aircraft in order to cut back 
capacity to match the mar- 
ket. In all, this was a very try- 
ing time for Jet. Though the 
airline was ahead of both its 
competitors, for the first time 
Goyal was faced with chal- 
lenges that were far more 
complex than managing government permission and public 
perception of Jet’s ownership. 

At a time like this, Goyal and his airline should have come 


HEMANT MISHRA 


out with a flurry of innovations, but it restricted itself to to 


cost-cutting, allowing Sahara to steal a march over itin certain 
areas. In-flight entertainment was one — Sahara started an 
on-board auction called Bid and Win. Services was another — 
it was again Sahara that started a free air-conditioned city bus 
service. Jet officials say: “Possibly the downturn of the industry 
over two years and the cash crunch that all of us faced has 
slowed the progress of new ideas.” 

Even Jet's service standard, though excellent still, is begin- 
ning to seem like it is stagnating. Besides, customer com- 
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Short-listed candidates will be called for a group discussion & interview around February 2004. _ 


Interview centres: Bangalore, Delhi, Kolkata, Mumbai, Panaji. 


ee Please address all correspondence to: E 
The Admissions Office, Goa Institute of Management, Ribandar, Goa 403 006 
Tel: (0832) 2444638, 2444819, 2444820, Extn.: 303;Fax: (0832) 2444136 
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plaints about the lack of in-flight entertainment have 
risen dramatically. Jet finally reacted recently by by in- 
troducing its own on-board auction with Contest2Win, 
almost a year after Sahara introduced Bid and Win. 

Why did a company known for its consistent track 
record of innovations fail to come up with them when it 
needed them most? A big reason could be Goyal’s failure 
to put in place a decision-making structure at the top, 
leaving him to take most ofthe important decisions. Asa 
former senior manager puts it: “Its like the infallibility 
syndrome. Because Naresh is so successful at everything 
he does, he thinks he can manage everything.” 

Loss of control frightens him and his worst night- 
mare is the unionisation of Jet. Despite having profes- 
sional managers in place, Goyal has an open-door pol- 
icy and employees can take even small issues to him. A 
few years ago, Jet had bought some flats in Gurgaon for 
the cabin crew to save on hotel bills. But the old timers 
resented the move. The decision was rescinded. The 
problem was HR was not even informed about it. 






_JET AIRWAYS 





Sahara Airlines: it has just announced a 30% increase in 
capacity. The airline plans to gradually expand coverage, initially of 
South Indian destinations, and also increase frequency of flights on 
key routes to compete with Jet. 


Indian Airlines. Currently at an equal 43% marketshare with 
Jet, IA is seriously hampered by the government refusal to acquire 
new aircraft. Nevertheless, the state-run airline still has the potential 


to create dissonance by tinkering with pricing. It is also keeping up the 


excitement in its 50th year celebrations by offering passengers the 
option of winning free tickets and a Mercedes Benz. 


Low-cost airlines: aisines tixe Air Deccan in the South and 
Jackson Airlines in the North, will increase pricing pressure on certain 
routes. So far, Air Deccan, with a fleet of ATR42-320 aircraft, is 
deployed only on Southern routes like Mangalore to Bangalore. 








The bigger issue is the persistent instability in the top 
team. Goyal keeps shifting people around based on his per- | 
sonal appraisal of their performance. Often, the employee is | 
clueless about why he is being shifted or another person is be- 
ing brought over him. These ad hoc decisions have resulted in 
the duplication of roles. For instance, apart from the general 
manager for in-flight services, Jet has added a person at the 
same level this year and, at one point, there were three vice- 
presidents for flight operations. Goyal also tends to openly in- 
terfere in the way the operating team is run. One day Stellar 


got a call from Goyal saying that the quality function would re- | 


port to him instead of to Forte, who found this out only later. 
Sources say that Stellar tried to convince Goyal that this 
was self-defeating because quality audits the commercial 


function, But Goyal had made up his mind. While Goyal | 
thought that he was merely getting the job done, professionals 


like Forte found this style interfering. In fact, Forte and Goyal 


had several disagreements and, finally, the former decided to | 


leave. Forte did manage to put a lot of systems in place, but as 
he once said, “he had had to spit blood to do this”. 

Goyal's big blind spot is processes and standards. An ex- 
manager explains: “Its not like he doesn’t believe in them 
(standards); he is not familiar with procedures and, therefore, 
is sceptical of changes unless he sees immediate results or un- 
less he is strongly urged by the board.” For instance, one of the 
Forte battles was to get an ISO-9000 certification for in-flight 
services. Goyal wasn't impressed and just didn't see the point. 
Admittedly, plenty of airlines don’t have ISO-900 certified ser- 
vice standards, but Forte thought that this was precisely what 
could give Jet that edge. Sources indicate that Forte had the 
then head of quality Ernest Collete make a presentation to the 
board and it was finally passed. Now, in-flight services are ISO- 
certified and the effort has moved on to engineering. 

None of Goyal’s somewhat ad hoc management style 
would have mattered if the market had not suddenly wors- 
ened. But, it began to hurt when realisations began to dip be- 


cause of the price war. And Jet's peculiar decision-making sys- | 


tem made matters worse. Goyal has created an informal 


power structure at the top, in which one of the key figures is his 


| wife Anita, who is the vice-president (sales and marketing). 
| She is moving to London to monitor their children’s educa- 
| tion, but Jet officials say she will continue visiting India occa- 
sionally to handle the function. 
What's more, Anita Goyal reports to the COO, butis acapa-. 
ble and strong-willed woman with a big say in all revenue de- 
cisions like planning new routes and pricing. When Forte . 
joined the airline in February 2000, he had tried to change the — 
| way things were run witha yield management software. These. 
are the tools that help airlines manage revenue per passenger 
| by predicting various situations and possible solutions. But 
| Forte’s proposal was shot down as Goyal thought the manual 
| systems were adequate. 
Forte had also suggested introducing a fragmented fare. 

_ structure. The idea was to try and expand the market by mak- _ 
| ing fares affordable for fresher market segments — particularly 
| those that travelled by train. This time it was Anita Goyal who 
shot the proposal down. She did not see the need to tinker 
| with Jet's pricing strategy, which had worked very well till then. 
| So Jet was taken completely unawares when Sahara star- 
ted the price war last year and IA followed suit. After initial re- 
sistance, Goyal was forced to give ina month later and started 
| the Apex fare scheme. But Goyal refused to have it advertised 
| at railway stations as he thoughtit will dilute the brand. 
| The Apex scheme was run on the thumb rule that about 
| 10% of the tickets ona flight were to be given out under it when 
the market required fares to be managed dynamically. But 
Forte's proposal to install the yield management system that. - 
would have enabled Jet to do so had been shot down. Says an 
ex-employee: “Airlines don't have much time to be ultra-com- 
petitive. You need to react very fast to a bad situation and this is 
why airlines are very heavily technology dependent.” In the 
| end, the price war took a heavy toll on Jet. Sources say yields 
_ fell by $5 a passenger last year. The good news is that this effort 

did increase the market by about 4,000 passengers a day 

among the three airlines. All three airlines claim that a major- 
_ ity ofthese passengers are first-time flyers. 
The market storm in 2002 undoubtedly shook Jet, but the 


BUSINESSWORLD 84 22 SEPTEMBER 2003 











The Ground Rules for High-ranking Managers 


A trailblazing 5-day 


program 
@ Indo-American 


School of Business, Vizag 


Nov IO - 14, 2003 





inning in the corporate 
minefield often calls for diverse 
abilities and shows up many facets 
of your personality. 





ú Your style and attitude can create a 
relaxed atmosphere, lighten the tedium and 
defuse tension when things get difficult. 


Your: ease with networking, trading information 
and favors, are as essential for success as are 
your power of knowledge and professional 
competence. 


And the attention you need to pay 
for cementing your personal 
relationships before you can even 
start to work together. 


So, your business life extends deep 
into social life. Clubs, restaurants 
and golf courses become part of your immediate 
business circles. Wining and dining, social graces 
and cultural inclinations turn out to be vital for 
you to reach the top. 





Lifestyle Inc is designed precisely to address 
these situations you face as a 
corporate manager or self-made 
, businessman. 


| The five-day program familiarizes 
you with all the nuances and details 
i that you may never have had the 





























opportunity to explore. From assessing your 
lifestyle, defining your core personality and 
setting your identity focus to the appreciation of 
music, dance, international cuisines & beverages 
and yes, lessons in golf. 


The program is organized in such away that you 
can incorporate all these easily into your lifestyle. 


Highlights of Lifestyle Inc 


* Lifestyle assessment and management 
program conducted by Apollo Lifestyle : 


Prof. Adrian Kennedy. 


‘Building a Professional/Personal Identity 
(Branding)' : Mr. Bernhard Danger's inspiring 
ProEt program that enables you to focus your 
personal energy and enhance your charisma. 


Appreciation of international cuisines and 
beverages. Orientation to music and dance. 
Discourses by spiritual masters. Plus golf 
lessons. 





Airport transfers. Accommodation, food and 
wines. at Welcomgroup Grandbay, Vizag. 


For further information and 
for your copy of Lifestyle fnt brochure, 
call +91 98483 55710 


Ace | 
INDO-AMERICAN SCHOOL OF BUSINESS | | 
47-14-18, Dwarakanagar Main Road, Visakhapatnam 830 016. 3 


Tel: +91 891 2701445 / 2543732 Fax: +91 891 2581046. 
E-mail: jasb_vizag@yahoo.com 





www.indoamericanin.org 


























airline is now slowly coming back on 
track in 2003, still the leader of the 
bunch. The market has been growing at 
a steady 10% since January and July 
2003 has been the best month in terms 
of traffic and Jet is targeting a $60 mil- 
lion profit in the next two years. Yet, the 
pressure on Jet remains. Sahara has just 
announced yet another 30 % increase 
in capacity. Plus, anew low-cost airline 
called Deccan Air has just been 
launched. 

Goyal’s key challenge and dream is 
to take Jet to international destinations. 
This has been Goyal’s ambition right 
from the day he started Jet Airways. 
Travel analysts feel that a lot of the top 
dollar-paying traffic in and out of India 








JET AIRWAYS 


Sprucing up service standards: Bored customers complained about the lack of in- 
flight entertainment in Jet. To counter that the airline is now launching an:on-board 
contest with Contest2Win. Passengers can win one big-ticket item, like acar or a mobile 
phone, every month. 


Significant cost reduction programs: Renegotiating contracts with vendors and 
caterers. Recently leased out two Boeings to reduce capacity and deferred plans to 
induct the ERJ 175 aircraft from June 2004 and replace three B737-400s acquired in 
1997 and 1998 by new Boeing 737 NG aircraft. 


Top Management changes: Has inducted a new structure with a CEO and COO. Its 
unclear, yet, whether Goyal will actually reduce day-to-day involvement in the business. 


Expanding into international routes: Goyal has been raring to go international, but the 
civil aviation ministry is still to give him the go-ahead. 


would prefer to fly Jet because of its impeccable service stan- | 


dards. An ideal market to crack would be the traffic between 


the Gulfand India. But, like everything that Goyal touches, this | 
too is mired in controversy. The civil aviation ministry, so far, 


has resisted this move. The canny entrepreneur that he is, 
Goyal would somehow have to find a way out. 

Meanwhile, unknown to most, over the past few months, 
Goyal’s operating heads have been making frequent trips to 
Abu Dhabi to help out an airline being set up there. Sources 


say that Jet has been asked to provide this airline with all the 
| knowledge required. In fact, both the current CEO Prock- 
Schauer and executive director Saroj Datta have visited Abu 
Dhabi a couple of times last month. When asked about Jet's 
connection with the airline, Jet officials claim they are merely 
helping a friend of the chairman to set up anew airline. But, if 
Goyal is indeed associated with the new project in some form, 
| anew airline in the Middle East could well be the stimulus he 
| now desperately needs to fly out of the turbulence. m 
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A Heritage of Vision: A legacy of Innovation 
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time faculty 


Our Strengths 


-highly qualified and dedicated full 


- innovative pedagogy 
- superlative infrastructure 
- excellent placement activity 
-learner centered campus environment 
- excellent governance and globally 
; oriented management 
- and most of all, our students for having 
bagged 5 of the 10 University Merit Positions 
at the MBA 2002 Exam : 





We offer 


*Two Year Full Time *Three Year Full Time 
MBA Programme MCA Programme 
These programmes are approved by AICTE 
and affiliated to the University of Rajasthan 


The Nod Self-Financed B-School in Rajasthan I 


“Do not go where the path’may lead. Go instead | 
where there is no path and leave a trail” 

- Ralph Waldo Emerson, 

At IHM we inculcate in participants a zeal for 
-individual excellence andat ability to utilize 
untapped human potential thereby creating new _ 
realities and leaving the imprints for others to 
follow. °° i 

Dr. Ashok hok Gupta i 


: Sector 12, Mahaveer Marg, Mansarovar, Jaipur Phone:0141-2781154, 2781155 Fax: 0141-2781158 
Web: www.icfia.org E-mail: ilim@ictfia. org 









Sri Sager! Sharada 


Institute of Management 


(A Unit of Sri Sringeri Sharada Peetham) 
SriSIM APPROVED AY. ALL INDIA GOUNGIL FOR TEGHIGGAL LOUCAIO ANTOI A 
HILAL APPROVED BY ALL INDIA COUNCIL FOR TECHNICAL EDUCATION, GOVT. OF INDIA- 





Admission Notification 
Post Graduate Diploma in Business Management 2004-2006 


PIONEERS IN INDIAN ETHOS 


SriSIM has pioneered and operationalised Vivek Management as a new concept, in the practice and education 
of management based on Indian Ethos and Values. The Institute also aims to develop a band of learning 
< = do individuals, armed with strong conceptual foundation and intuitive insights, who are capable of successfully 
| meeting the challenges of a Global Business Economy. 


SriSIM retained its CONTEMPORARY COURSEWARE a 


aye x Offering concentration in the areas of Marketing, Finance, HRM and Infor nation | 
| Pee EELA Technology, SriSIM courseware also adopts the following process orientation : 
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(BT Cosmode e Morning meditation sessions for self development, resilience and 
transformation. 

Survey, 2002) e Pedagogy based on group dynamics and learning experiences through self | 
managing teams (SMTs). 


. 7 æ Intensive integration of information technolegy and value orientation in all | 
SriSIM figures among courses, 
the top “A-One” Development of entrepreneurial skills through active business projects. 
: e Problem solving projects in consonance with Industry requirements. 
business schools for e State-of-the-art infrastructure and serene learning environment... 


Campus Placement HIGH PROFILE FACULTY . 


SriSIM offers high end workshops, executive development programmes ‘and 
(MDRA Outlook 2001) consultancy to the corporate world in addition to its widely acclaimed PGDEM 


programme under the stewardship of Eminent Management Philosopher Dr. M. B. | 
ADMISSION PROCEDURE: All MAT/ Athreya, Ph.D.. (Harvard) and Renowned Management Consultant Dr. Sai | 
SET test cleared candidates with Ramachandran. A team of well qualified, experienced and reputed faculty | 
Bachelor Degree in any discipline headed by Director, SriSIM, Dr. C. V. Ramanan, conducts the core academics. 
from a recognised university. They Their visionary guidance create the agenda of growth for SriSIM. Highly | 
-can procure application forms from experienced quest faculty from corporate world also support the core faculty. 


the Institute's office on sending Rs. 
800/- in cash or by.DD in favour of Sri n EXCELLENT PLACEMENT n ai , ne | 
Sringeri Sharada Institute of In the year 2003, SriSIM has continued with its success in achieving 100% final 
Management, payable at New Delhi. placements of student managers and a remarkable increase in the average salary. 
Candidates appearing in the final SriSIM Alumni are working across top business organisations including ABB, 
examination of Bachelor Degree can American Express, Amul, Anand Group, British Airways, Citi Bank, City Corp., 
also apply. Selection of students for D. S. Group; Eicher, GATI, GE Capital, Gillette, Godfrey Phillips, HOFC, Hewlett- 
admission in PGDBM can bealsodone Packard, Hyundai, IBM, ITC, LG, Modi Group, NIIT, PEPSI, Ranbaxy, Samsung, 
_ based on our own SriSIM Entrance Shalimar Group, Times of India, Vardhman, Videocon, Wizcraft, Wockhardt, 
Test (SET) Zee TV, among others. 











Contact : Dr. Amarendra Kumar, Admission Coordinator 


SRI SRINGERI SHARADA INSTITUTE OF MANAGEMENT | 
Shankara Vidya Kendra, Pashchimi Marg, Vasant Vihar, New Delhi-110057 
- Ph.: 2614 0589, 2614 0597 e Fax : 2614 1811 eè e (Monday Closed) Website: www.srisim.org e E-mail : srisim@vsnl. net | 


Managing through wisdom 





PROMOTIONS 


DOMS - 25 years of 
excellence 


egional Engineering College, Tiruchirappalli has been 
[uraradea as National Institute of Technology, 
Tiruchirappalli (NITT) and also as a Deemed University 
with effect from July 2003. NITT will henceforth be fully 
funded by the Government of India. The upgraded status 
to the institution together with additional funding to the 
tune of 50 crores every year will provide ample 
opportunities to reposition this institution as one of the 
top few in the country. 

The Department of Management Studies (DOMS) 
was started in 1978 with a ME programme in 
Management. The MBA programme was started in the 
year 1982, which was later funded by Ministry of Human 
Resource Development (only funded MBA programme 
among 17 NITs), Government of India. The MBA 
programme has a track record of 100 % placement and 
the alumni are well placed in reputed organizations in 
India and abroad. 

The three year long term plan which was drawn 

- during 2002 is being revised in the context of the college 
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* 1978- 


When she started her industries 
And she opened her banks 
When she formed her policies 


And built her competence 


When she guarded her children, with the license fence 
And then globalized in the true sense 
We've been with Corporate India 
From being vulnerable to mighty 


We are doms @nitt 


B-SCHOOL 


becoming National Institute of Technology. Revised 
objectives are set for a period of three years in the areas 
of placement, industry -institute interaction, curriculum 
design and delivery and intellectual capital. These set 
objectives will be achieved with a team of young and 
committed faculty. 

Besides, under NIT regime, DOMS is poised for rapid 
growth in various areas. Firstly, efforts are already on for 
collaboration with a leading overseas business school to 
make the curriculum internationally relevant. Further 
activities are underway for a new Executive -MBA 
programme to be launched shortly. This programme will 
cater to the needs of the working professionals of this 
DOMS will be setting up a 
Management Development Centre with funds from 
government. DOMS is undertaking FDP and industry 
-institute interface programmes, which are funded by 
AICTE. 

Silver Jubilee of DOMS during the current academic 
year (2003-04) is celebrated with various programmes, 


region. Secondly, 


including a national conference on “Competitiveness: 
Strategies for turbulent times” during February, 2004. 


Department of Management Studies 





The Department of Management Studies (DOMS) has been nuturing excellence since 1978. Our managers have been 


with corporate India through all her phases in the last 25 years. In a multitude of organizations like: GE Capital, Reliance, 


SEBI, ING Vysya, ABN AMRO, Tata Motors, TCS, Infosys, Sundaram Finance, iFlex, Delloite Haskins & Sells, Ramco 


Systems, Maruti Udyog, Blue Star, Murugappa Group, Polaris, Covansys and others. Our alumni have achieved splendid 


5 


heights. AtDOMS, we don't serve Corporate India. We are a part of creating teams. Celebrating 25 years of Excellence. 





Contact : (0431)-2501801-10, 2501811-15 Ext. 3002 


email : mba@nitt.edu www.nitt.edu 





NATIONAL INSTITUTE OF TECHNOLOGY 


(Formerly Regional Engineering College) 
Tiruchirappalli - 620 015 


BE A PART OF THE 


ERUDITE 


Consistent outstanding results for the last 5 years 





$< aut 0 of 4u IM selects from Calcutta who have done a classroom training are from ERUDITE 


utof every A st student has got a call from the IIMs / XLRI / FMS in 2002-03 


: © Over 320 calls from the HMs in CAT 2002 (Only from classroom based training) 
ò Over 100 calls from XLRI in 2002-03 (Only from classroom based training) 
Ò Around 10% of HM-A 2002-04 Batch is from ERUDITE 


EN “Around 15% of XLRI 2002-04 Batch is from ERUDITE 
$ Over 10% of all India FMS calls were from ERUDITE 
& Over 10% of all India IIFT calls were from ERUDITE j 


FRANCHISEES 
INVITED 


For MBA Entrance Exams Training 


Individuals interested l ERUDITE Educational Centre 


ie teaching firtime or 3, Wood Street, Govind Mahal, 1st Floor 
; a aie : 3 3 OOF, 
Pai) Emae Kolkata 700 016, Phone : 22815641, 22816125 
faculty@eruditeedu.com Website : diteed 
r call 98312 07698 ebsite : www.eruditeedu.com 
S email : franchisee@eruditeedu.com 
Mobile : 98311 81027 





INSTITUTE FOR FINANCIAL MANAGEMENT 
AND RESEARCH (IFMR), CHENNAI 


Sponsored by ICICI Bank and supported by Indian industry 
Ranked under “A” Category B-schools by AIMA-IMRB Survey 2002 


ANNOUNCES ADMISSION TO 


Postgraduate Diploma Programme in Management PGDM (2004 - 2006) 


Fifth batch begins July 2004 (Full Time) with specialization in 
Finance, Marketing, HR and Operations & IT 


IFMR is an autonomous Institute established in 1970 by ICICI Bank (erstwhile ICICI) with industry support. For over three 
decades, the Institute has been well known for its MDPs, Consultancy, Research and Publications. Recently, the Institute has 
offered advanced management programmes in Banking and Finance in association with ICICI Research Centre. IFMR is also 
affiliated to the University of Madras to guide candidates for their Ph.D degree in Finance and Economics. 


Academy for Management Excellence (ACME) a division of IFMR launched in 1991 with the purpose of "making Indian Industry 
globally competitive” -~ has an ongoing relationship with the prestigious Open University Business School, UK, l 





PROGRAMME HIGHLIGHTS: Eligibility Graduation (10+2+3) with min. 50% 
6-semester full-time course work, including a unique, aggregate marks. Candidates appearing 
industrially relevant, three-month organisational project. for the final year degree examination in 
Strongly Information Technology (IT) integrated pedagogy 
Large number of process based courses such as SCM, CRM, 
ERP, BPR, etc. 


the year 2004 may also apply. 
Selection Through Common Admission Test 


Develops general management skills through an integrated (CAT) conducted by IIMs, followed by 
approach. group discussions and interviews. 


Focuses on building interpersonal skills for effective | Howtoapply Application kit available on payment of 
teamwork. Rs.600/- by cash or DD drawn in favour 
Designed with an international perspective and of “Institute for Financial Management 
incorporates best practices from elsewhere. and Research” payable at Chennai. 
Holistic approach to management education with special Application forms may also be 
emphasis on ethical, value based leadership. downloaded from our website. 


IFMR uses CAT for shortiisting candidates for its full time PGDM. IIMs have no k 
role either in the selection process or in the conduct of the programme. HWA sement IN ie mpanies 
Educational loans are available through branches of Indian Bank, Indian 

Overseas Bank and Canara Bank as per their respective schemes to all 5001 and 2002 

selected candidates. 


IFMR BOARD OF GOVERNORS: e N Vaghul, Chairman, ICICI Bank è B H Kothari, Chairman & Managing Director, Kothari Sugars and 
Chemicals è P D Kothari, Chairman & Managing Director, Kothari Industrial Corporation e Nachiket Mor, Executive Director, ICICI Bank 
e V Narayanan, Director, Hindustan Lever è N Narayanan | A S, Finance Secretary, Government of Tamilnadu # N Sankar, Chairman, Sanmar 
Group ® R Seshasayee, Managing Director, Ashok Leyland è Jasu Shah, Chairman, Fisher-Rosemount india è M V Subbiah, Director (External 
Relations & Innovations), Murugappa Group è Suresh Krishna, Chairman & Managing Director, Sundram Fasteners è Vice-Chancellor, 
University of Madras è S Ramachander, Director, IFMR / ACME 


For application kit, please write to 
The Registrar, Institute for Financial Management & Research 
24, Kothari Road, Nungambakkam, Chennai - 600.034, 
Tel: 044 - 28273801. Fax: 28279208. E-mail: enq@ifmr.com 


Website: www.ifmr.com 








(Admission through GAT 2003 only) 
‘APPLICATION FORM 


either w cashc or DD. 
-payap e at Mysore. 


1)5DM Trust Institutes 

mw SDM College of Engineering and Technology, Dharwad 
a SDM College of Business Management, Mangalore 

w SDM Arts, Commerce & Science College, Ujire 

a SDM College of Ayurveda, Hassan 


2) | ICICI Bank branches:- 
aa Roag lakal Rock Road- Ja 


f IMS Learning Resources Pvt. Ltd., all over 
IS Learning Resources Centre in your City or 


4) Alternatively you can download the application from our 
website www.sdmimd.net 


issue of Forms 


28th July 2003 
to 3ist December 2003 


t Date for 


fore 
2nd January 2004 


GDé Interview in 
February - March 2004 


| Two - Year Residential : 
Post Graduate Diploma i in Business Management — 
















_ PGDBM ( 


Approved by AICTE, New Del 1 





at HIGHLIGHTS OF THE PROGRAM 


a SDM - A diversified group steeped in tradi tion and 
values, under the chairmanship of Dr. D. Veerendra 
Heggade, Dharmadhikari of Dharmasthala, managing 
35 institutions of higher education 

a SDN-IMD - Rated by analysts as one of the besi 
B Schools 

s A high-tech, 20 acre campus, with students having 
individual hostel rooms, with net connectivity 

a Consistently places all its student managers inthe best — 
corporates ee 

s Faculty - A blend of leading academicians and — 
professionals with senior management experience in. o 
industry a 

s SDM-IMD - Nestling in the lush and vibrant foothillg of 
Chamundi. An institution inspiring and challenging 
you, ensuring that you become an outstanding 
business leader 





@ ELIGIBILITY 


Any graduate with 50% marks ir in graduation. Fi inal year ; 
students can also apply provided they complete thelr. 
degree final exam before 31/05/2004. 





= Admission through ‘CAT 2003 (refer HMs advt. 3 only, “oe 
followed by GD & Interview. a8 

s NRI & foreigners with a minimum valid GMAT score of. 
550 (taken not earlier than Jan 2003) may directly apply 
toSDM-4MD, 

a Our institute uses CAT for short-listing the candidates 
for our two year residential post graduate program in 
management. HMs have no role eilher in the selection 
process or inthe conduct of the program. 


For more details contaci 
Admissions Coordinator 


SDM INSTITUTE FOR 
MANAGEMENT DEVELOPMENT — 
2254, Vinoba Road, Mysore - 570005 
Phone. 0821-2429722 / 2429164 / 
2420490 / 491 Fax: 0821-2425557 
E-Mail: admission@sdmimd net 


by 


e contrar 


f =m mahesh@passionfund.com 





Mahesh Murthy advises, 
guides and occasionally 
invests in businesses. He 
can be reached at 


So you 
think 
that it 
costs a 
lot to sell 
your 
product 
globally? 
Well, 
think 
again 





mahesh murthy | 


Global marketing 


on $100 a day 


HIS is the chokepoint everyone 

comes to. Everyone thinks selling 

globally costs a bomb. Should I 

blame that Indian services com- 

pany CEO who said that creating a 
global product brand costs $200 million and 
that’s why he wasn't doing it? Or is there some- 
thing inside us that stops us from exploring on 
a tight budget? 

Marketing round the world is a bit like travel 
—you can do it the first-class luxury way, or the 
Lonely Planet, shoestring way. Not having been 
left a large inheritance by my forefathers 
(darn!), one has had to pick the latter route — 
but it’s delivered results just the same. Here are 
some notes from the road. 

1. The age of big companies is over. Small is 


beautiful. If you think you can impress your | 


client with a platoon of troops at the next meet- 
ing, think again. They've probably downsized. 
One or two people from their end will make the 
decision. And anything more than the same 
from your side is overkill. Travel alone, or with 
one other person. 

2. Email is king. It’s how your clients keep in 
touch with their colleagues around the world 
and around the hall. Fix meetings using email 
and the occasional phone call before you go. 

3. Economy works. You don't need to travel 
business. Yes, it’s plusher, but unless you're 
making loads of profits that your shareholders 
don't care about, stay back in cattle class. Every- 
one does. Bill Gates travelled coach till a few 
years ago. Closer home, Peter Mukerjea still 
does. Why do you deserve better? A few hints: 
ask for an aisle seat. Perhaps by a bulkhead or 
exit. You get as much room as J-class at a third 
of the price. Forget an upgrade — but smile 
your way to asking the counter if you can get a 
seat with an empty one or two next to it. Push 
up the armrests, stretch out, and that’s more 
room than in First. 

4. Air tickets are cheaper from India. Shop 
around. A typical US trip should be about 50k 
return. Far East, a third of that. If you're paying 





more, fire your travel agent. Only fools and 
multinationals pay full fare. 

5. Ifyou have a few places to travel in the US, 
get a VUSA ticket. That’s cheaper than the 
Americans travelling themselves. 

6. Hotels are the next big bugbear. I’ve just 
come off a Hyatt in San Jose for $40 a night — 
less than what I'd pay in Pune. I use BiddingFor- 
Travel.com, which tells me how much I could 
bid on Priceline.com to win a room at a dirt- 
cheap price. Yes — this for two guys, each in a 
double bed. Again, if you're paying rack rates... 
you get the idea. 

7. Where to go. A great place to start with is 
attending relevant conferences. Many can be 
conned into giving you free entry. Take lots of 
business cards and some brochures along 
(Pagemaker, glossy paper and the colour 
printer down the road have served me well of- 
ten). Don't take a stall— you won't have time to 
move about and meet others. Market to other 
stall-owners — they are sitting ducks. Best: go 
as a speaker — most organisers need them. You 
wont get paid, but you get free entry to all ses- 
sions and exhibits, and you get an audience for 
your own spiel. 

8. Get an international driving licence — 
though the Indian one works just as well in the 
US. Taxi fares will kill you abroad. A car costs as 
little as $15 a day if you rent it a week at a time. 
Gas is cheaper than in India. Check out Expedia 
for low prices. 

9. Short, frequent trips work better than 
long, spaced-out ones. Remember it will take 
6-12 months for the first money to come in. 
Give it time. Be top of mind till then — see them 
every six weeks if you can. Spread the net wide. 
Present and follow up with 10 or 15 prospects 
before one will fall. 

10. It’s not just the US. At the risk of de-fo- 
cussing, start with email and phone calls to po- 
tential buyers in Hong Kong, South Korea, Sin- 
gapore, Dubaiand the UK. They all have money 
to buy. 

Enjoy the ride! a 
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AS TOMORROW'S 


MANAGERS, THEY WILL 
BE REQUIRED TO BE AGILE, 
EXPRESSIVE AND FOCUSSED. 





At Alliance, 
we get them started today! 


In today's business landscape, the only 
element that is constant is change. That 
means Managers need to not only adapt 
effortlessly to change, but also play key 
roles in leveraging it for organisational 
advantage. 


That's where Alliance Business Academy 
(ABA) comes in. As a progressive 
Technology Management Institution, ABA 
has its task cut out - to create Managers 
for tomorrow. Thanks to a delivery 
model that stresses on learning by doing, 
students at ABA get a head start in 
researching, organising and executing 
skills that will tomorrow make them assets 
to any enterprise. Close interaction with 
industry stalwarts and an industry- 
experienced faculty means that students 
can relate fundamentals to business 
realities from day one 


Alliance Business Academy - preparing 
tomorrow's Managers, today. 


Alliance Business Academy 


19th cross, 7th main, BTM II Stage, 
NS Palya, Bangalore 560 076 
Tel: 6681444/6680324 Fax: 080 6684137 
E-mail: alliance@bgl.vsni.net.in 
www.alliancebschool.ac.in 
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‘CREATING VALUE-RICH PROGRAM 
CORPORATE PERSONALITIES’ (Approved by AICTE) 
Shiva Institute of Management Studies Session 2004-06 
is one of the premier institutions of Northern India star ting 7 J uly 2004 


imparting Information Technology & Management 
education successfully for the last several years. 
Students undergo rigorous training in applied areas 
along with an extensive training program for 
personality development and corporate grooming. 
SIMS students become an automatic choice for the 
modern corporate world where individual is charged 
with values of intense commitment, effective 
decision making and a will to excel. 


ELIGIBILITY: Graduate in any discipline from 
UGC recognized University or its equivalent. 
PROCEDURE: Admissions will be made 
through AIMA’s MAT-2003 test conducted 
by AIMA. The cost of SIMS’s Information 
Brochure is Rs. 400/- in cash or Rs.450/- by DD 
favouring SIMS payable at Ghaziabad. If you wish 
you can also register ‘on-line’ at our website: 
www .shivaims.com 


IN - CAMPUS HOSTELS FOR BOYS & GIRLS 
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SCMHRD 
Symbiosis Centre for Management 
and Human Resource Development 


(The institute pioneering processes to inculcate values & ethics towards sharpening the emotional & spiritual 
quotient of students alongside intellectual and physical development so that, they live a meaningful and 
happy life contributing, throughout the journey.) 

( Campuses at Pune & Nashik ) 

Consistently ranked among the top 10 or A+ Business Schools by Business Today & Business bulia 
since 1998 and 6th by Economic Times - IMRB Survey in 2002. 








SCMHRD has been ranked 6th among the top ten Business Schools of the country by IMRB-Economic Times survey |] 
_ (Economic Times dated 20th December 2002). Ranked among A+ institutes (Business India, 14th - 27th October 2002). || 


S l Ranked 21st overall and 5th in HR among all institutes and overall 2nd among post 1990 B-Schools (Outlook, 2nd - 9th 
_ | | September 2002). Ranked among A+ institutes (Business India, September 18th - October Ist, 2000). Ranked 6th in 
[| overall perception. 9th in Corporate Recruiters Perception and 6th in Alumni Perception (Business Today, November 7th - 


|| 21st, 2000), ranked 4th in Finance Stream (Business Today August 7th - 21st, 1999). Nominated for the Best Business |] 
School Award 1998 (Asia Pacific HR Conference, February 1999) and ranked 9th by Corporate Recruiters (Business Today, | 


{| May 7th - 21st, 1998). ISO 9001 : 1994 Quality Systems Certification (March 2001); ISO 9001 : 2000 Quality Systems 


| Certification (March 2002); Kaizen Implementation (March 2002). 
Since we are consolidating our pioneering and best practices to take the next leap forward and for assessment 





by the National Assessment and Accreditation Council (NAAC), we have not participated in the ranking of 


B-Schools in 2003, by any agency. 





| THE UNIQUE FEATURES 
i Yoga, Pranayama, Vipassana & Dynamic-Meditation, Vedanta 


[| Education, Outward Bounds, Talent Displays and Active 


Involvement of students in institute administration, Focus on 

Physical, Intellectual, Emotional, Psychological and Spiritual 
` Development towards creating a cadre of responsible, 
|| -principle bound & action oriented self motivated leaders for 

‘business and industry to be assets to themselves, 
| organizations, the country and society at large. 


| PROGRAMMES 





L; Autonomous two year full time PGDM with specializations 

: in Marketing, Finance, HRM, IT & Management Systems, 
Manufacturing & Operations Management and Family 
Business Management. Students are to take two 
specializations in the 2nd year. Within the two specializations, 
through student specific trimesterwise field assignments, each 
one can plan careers in FMCG, Retailing, Banking, IT, 
Insurance, Logistics, Supply Chain Management, ERP 
Manufacturing etc. Students can also opt to become 
| entrepreneurs as well. Systems, Processes, Grooming & 
Placements are common to both the campuses. 


2. Management and Executive Development Programs 
customized to organizational requirements in the areas of 


Inspirational Leadership, Motivation, Mindset Shift - Elevating. 


people from Knowing and Doing to Performing and Achieving, 
|. Mentoring etc. are available for Corporates. 
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In the Times of India, The Indian Express, The Hindu and | 
Hindustan Times dated 14th September 2003. | 


All India Entrance Test between 2.30 p.m. and 5.30 p.mon |1 


7th December 2003. Course commencement at 9.00 a.m. . 
on 2nd June 2004. 


PLACEMENT 100% so far. All the 245 students of batch | | 
2001-03 (from both campuses) earned their choice | 
placements. Average Salary Rs. 4 lacs, Highest Rs. 10-1acs. and 


Median Rs. 3.5 lacs p.a.. Additionally 12 students took up: 
their entrepreneurial pursuits. 


Earning extraordinary growth in all fields wherever they | 
are, by extraordinary commitment and performance. 


ENUIS Both the campuses are fully residential. 


Pune Campus: SCMHRD, Symbiosis Infotech Campus, |i 
Plot No. P-15, Pune Infotech Park, Hinjwadi MIDC, | 
Pune - 411 027. Tel: (020)2934304/5, Telefax: (020)2934306. 
Email : sombhrd@pn2.vsni.net.in 


Nashik : SCMHRD, Plot No. A-23, Shravan Sector, 
Behind Hotel Taj, CIDCO, Nashik - 422008. 
Tel:0253-2376108, 2379960. Telefax:- 0253-2379959..7 
E-mail: scmhrd_nsk@indiatimes.com 
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Flexible 
IT Better 
Strategy 


JOHN SEELY BROWN & JOHN HAGEL III 





ECHNOLOGY architecture is 
one subject guaranteed to 
make a chief executive's eyes 
glaze over. For many CEOs, 
the topic is mysterious. Even 
for those who understand 
technology better, it is a sore 
subject as today’s IT architectures! are 
the biggest roadblocks most companies 
face when making strategic moves. 

Strategists have largely discredited 
classical notions of strategy formation. 
The empty biennial reviews of yester- 
year are gone, superseded by ‘radical in- 
crementalism’, which emphasises 
rapid waves of near-term (six- to 12- 
month) operational and organisational 
initiatives brought into focus by a 
shared view of a company’s much 
longer-term (five- to 10-year) strategic 
direction. A quick sequence of focussed 
incremental shifts can produce cumu- 
lative and radical change that isn’t easy 
to copy. Radical incrementalism has 
helped companies such as Charles 
Schwab, Dell, Microsoft, and Wal-Mart 
Stores reshape industries and deliver 
superior returns to shareholders. 

Yet radical incrementalism is notori- 
ously difficult to accomplish. Opera- 
tional shortcomings and organisational 
inertia hinder companies from making 
near-term innovations in business 
practice and process. Technology can 
be an even bigger hindrance — in part 
because it's so deeply embedded in op- 











IT’s critics say that 
it lacks strategic 
importance. So 
why does techno- 
logy keep getting 
in the way of good 
strategy? 


erations and organisation, in part be- 
cause information systems are rigid. 
This inflexibility is endemic today. 
Big suites of enterprise-wide applica- 
tions like those in enterprise-resource- 
planning (ERP) suites, designed to inte- 
grate disparate corporate information 
systems, dominate client-server archi- 
tectures. Unfortunately, the one-time, 
‘big-bang’ and tightly defined way in 
which these applications have been im- 
plemented, as wellas their massive bod- 
ies of difficult-to-modify code, mean 
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they integrate businesses only by limit- 
ing the freedom of executives. Introduc- 
ing a new product or service, adding a 
new channel partner, or targeting anew 
customer segment — any of these can 
present unforeseen costs, complexities, 
and delays. The expense and difficulty 
can be so great that some companies 
abandon new business initiatives rather 
than attempt one more change to their 
enterprise applications. Far from pro- 
moting aggressive near-term business 
initiatives, enterprise architectures 
stand in their way. 

The good news is that new methods 
of organising technology resources are 
appearing. IT is on the verge ofa shift to 
a new generation of ‘service-oriented’ 
architectures that go along way in redu- 
cing ifnot removing current obstacles to 
new operational initia- 
tives. These new architec- 
tures are no panacea; 
technology in isolation 
has never created strategic 
value. But service-orien- 
ted architectures will let 
firms introduce new busi- 
ness practices and pro- 
cesses in increments more 
rapidly and at lower cost. 
Such innovations will ac- 
cumulate by increments 
into strategic advantage. 

Service-oriented architectures don't 
require the removal of existing IT re- 
sources. In fact, they were developed to 
help businesses get more value from 
them. These architectures (See ‘Getting 
There From Here’) are still in their early 
days, but companies such as Eastman 
Chemical, General Motors and Merrill 
Lynch have already begun to experi- 
ment with them. Companies that follow 
suit will be capable of leveraging IT to 
gain strategic advantage. 


The Agony Of Customised Connections 


How are today’s IT architectures an ob- 
stacle to more agile strategies? Let’s con- 
sider the example of a firm that pro- 
duces and sells farm machinery. Senior 
management has looked ahead five to 
10 years and decided that the best way 
for the firm to continue creating value 
would be to evolve into a customer rela- 
tionship business — deepening its ties 
with a clientele of large agribusinesses 
and serving a broader range of needs. 


Where Excellence is the VWOatch-Wovo... 


Faculty of Management Studies 


Indian Institute of Rural Management, Jaipur 
(Recognised by AICTE, Ministry of HRD, Government of India) 


@ Rated A+ among the Top 20 Business Schools of India 


èe Ranked 8" among the Best Sectoral Business Schools in India 


Ge DU NS 


IIRM is nationally recognized as a 


Centre of Excellence in Management 


Training. Research and Education. 
‘The institute organizes numerous 
short-term management training 
programmes and research studies 
sponsored by Central State 
Governments and UN/International 
Agencies. FMS-IIRM is moved with 
the objective of imparting quality 
education in management in general 
and promotion or rural management 
as a scientific discipline in 
particular. Established in March, 
1998 the FMS-IIRM has earned an 
enviable name and is acclaimed as 
business school of repute in India. 
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Spread over 64 acres campus 
including the Rural & Main City 
Campus. 

State-of-the-art computing facility 
with over 100 terminals and latest 
softwares. 

Computerised Library with more 
than 35,000 books, periodicals & 
connected to DELNET. 

e Hostel with a capacity of over 250 
students in addition to the 
executive hostel facilities. 
Faculty & Student Exchange 
Programmes with leading foreign 
universities. 

100% placement track record 
assisted by Placement Cell. 


PROGRAMME. 


Academic Session 2004-2006 
Post Branuate Diploma 


Eligibility 

A Bachelor's Degree or equivalent 
in any discipline with not less than 
50% marks in aggregate. 
Candidates appearing for the final 
year degree examination in the 
year 2004 can also apply. 


Selection Procedure 
All candidates will be required to appear in MAT/XAT/ 
ATMA. Final selection is based on over-all scores 
obtained by the candidate in any of the above exams 
followed by Group Discussion, Personal Interview and 
Academic Record. 
Application Procedure 

m Aspirants are required to apply on prescribed application 

m form obtainable alongwith Information Bulletin from the 

| Registrar FMS, IIRM Campus, Mansarovar, 

# Jaipur — 302 020 on payment of Rs.600/- in Cash or 
Rs.650/- by D.D. drawn in favour of “Indian Institute of 
Management” payable at Jaipur 


aie 


IIRM Campus : Tagore Marg, Mansarovar, Jaipur — 302 020 ® IIRM Rural Campus (Phagi), Jaipur — 303 005 
Office : 0141-2395402, 2396648, 2397551, 2397563 ® Fax : 091 — 0141 — 2397512 ® Gram : RURALMAN 
E-mail : fmsiirm@ mailcity.com; managers @satyam.net.in; iirm@iirm.org ® Website : www.iirm.org 








Whatcan the firm do during the next 
six to 12 months to accelerate this pro- 
cess? Suppose it decides to focus on two 
initiatives. The first is to provide custo- 
mers with better, more easily obtained 
information about the status of their or- 
ders — both to improve customer ser- 
vice and reduce operating costs — since 
the firm maintains a large order-pro- 
cessing staff to answer time-consuming 
customer inquiries. The second initia- 
tive aims to expand the firm’s range of 
products by allowing it to source and 
then resell some complementary ones 
from third-party manufacturers. 

On the face of it, neither initiative 
seems particularly daunting. Let us say, 
however, that the firm manufactures its 
products at three US plants, two of them 
acquired. Since different companies 
owned the facilities, each.of them uses 
different enterprise applications to run 
its operations. Em- 
ployees checking 
on the status of or- 
ders, therefore, 
have to access 
three separate ap- 
plications with dif- 
ferent user inter- 
faces and ways of 
presenting product information. That’s 
why the order-entry staff spends so 
much time fielding queries. 

What would be needed to make the 
information directly accessible to the 
purchasing systems of customers? For 
each of them, the firm would have to 
create three custom-designed connec- 

tions linking the customer's purchasing | 
system with the enterprise suites of the 
three manufacturing plants — connec- 
tions to translate information on prod- 
_ uct descriptions, shipping instructions 
and status, and other key data3. The | 
connections should also provide for ad- 
equate security, transaction monitoring | 
and message routing. Even if these 
needs were ignored, the connections 
would demand a deep understanding 
of the applications at either end and of 
the features specific to them. They 
would be not only expensive (because 
of the coding time required) but also not 
reusable for anything other than their 
original purpose. Technologists de- 
scribe custom-designed connections as 
‘hardwired’, because they lack flexibility. 
As for the second initiative, if the 
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firm wanted to resell third-party manu- 
facturers’ products and give customers 
the same level of order-status informa- 
tion, itwould need to create custom-de- 


signed connections between each cus- | 


tomer and every supply chain applica- 
tion that its suppliers happened to run. 


Even during the early deployment of | 


the company’s first initiative, its com- 
plexity, cost and lead times would mo- 
unt. If the firm later wanted to enhance 


each of these connections — by, say, al- | 


lowing customers to modify orders be- 
fore they were shipped — that feature 
would have to be coded into every cus- 
tomised connection. Suppose, too, that 
some of the firm's first product suppliers 
didn't work out and had to be replaced. 
It would then have to create entirely 
new connections. The more business 
conditions changed, the greater the 
complexity, the cost and the lead times. 


The problems can 
be so great that 
some companies 
abandon new 


business initiatives 


rather than face 
changing their 
enterprise apps 


Under today’s information architec- 
tures, if you need to connect two appli- 
cations, databases, or operating sys- 


tems — or connect any of these to | 
human beings— each connection must | 
be specially created for its specific pur- | 
pose, and even the smallest modifica- | 


tion has to be recoded. Worse, the expe- 
nse and effort needed to establish 


i 
i 
i 
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nology resources. Instead of cus- 
tomised, hardwired connections, these 
architectures rely on ‘loosely-coupled’ 
ones in which IT resources, even if they 


use incompatible operating systems or 
different vocabularies, can be joined to- 


_ gether easily without friction or custo- 
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connections across technology resou- 


rces increase exponentially — not lin- | 
early — with the number of resources 
connected*, Small wonder companies 
spend large portions of their IT budgets 
on integration as they create new con- 
nections and redesign old ones to keep 
up with changing business conditions. 


Creating New Kinds Of Connections 


Service-oriented architectures take a 
different approach to connecting tech- 
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rmisation, and can be just as easily disas- 
sembled and reassembled. (Of course, 
this assumes that all participants have 
agreed on a standardised vocabulary to ` 
serve as a common translation overlay.) 
All of the information required (like 
which outputs the software can deliver, 
how they are accessed, and who is au- 
thorised to do so) is described and con- 
tained in the interface — the electronic 
description that other applications use 
to find out how to establish an elec- 
tronic connection. At the farm-machin- 
ery company, the interface to the manu- 
facturing application might specify that 
it could provide information on a prod- 
uct’s manufacturing status and indicate 
what protocols and standards the ‘ser- 
vice’s’ user (another piece of software) 
would need to access the information®. 
Of course, the information must be 
presented in a way that is broadly un- 
derstandable; this is the key role that 
standards and protocols play in sup- 
porting loosely-coupled connections. If 
they aren't, the range of feasible connec- 
tions is very limited. The rapid spread of | 
Extensible Markup Language (XML) as 


| afoundation standard provides an ef- 
' fective framework for broadly under- 
| standable and accessible interfaces. 


Much more flexible connections can 
be established once the standards and 


| protocols are in place. Since computers 


can ‘read’ and understand them, con- 
nections can be automatically created 
as the need arises. The connection fo- 
cuses on the service's output rather than 
on the details of how it is generated. 
Thus, connections can be established 
much more quickly, without requiring a 
deep understanding of the underlying 
features at each end of the connection. 

- So, service-oriented architectures 
embody a modular approach to organ- 
ising IT resources. As with all such ap- 
proaches, the key requirements are. 
standardised definitions of interfaces so 
different technology resources become 
self-describing, which allows them to be 
mixed and matched quickly, and easily, 
to meet the requirements of the mo- 
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ment. As new operational initiatives are 
launched, appropriate applications and 
information resources are accessed dy- 
namically to support those changes. 


The Business Benefits 


To understand the full benefits of ser- 
vice-oriented architectures, let's turn to 
the farm-machinery manufacturer. 
How would such an architecture help it 
achieve the near-term operating flexi- 
bility needed for radical incrementalism 
and other new approaches to strategy? 

The architecture would expose, or 
make visible to other applications, the 
features and capabilities of each of the 
company’s supply-chain-management 
applications. The IT department would 
accomplish this by creating a standard- 
ised interface allowing, say, an order's 
status to be available as a service that 
can be shared by any application using 
the same standards and protocols. 

Access would 
come via loosely- 
coupled connec- 
tions established 
only ‘on the fly’ 
(when needed), as 
all necessary infor- 
mation would al- 
ready exist in the 
service interfaces. If the consuming ap- 
plication (in this case, the customer's 
procurement software) didn't already 
know which manufacturing plant to 
query for an order's status, a directory 
service could help identify the appro- 
priate services. A variety of enabling ser- 
vices of this kind could be delivered as 
loosely coupled services shared across 
all connections rather than designed 
into each of them in advance. 

The advantages are significant. Tra- 
ditional approaches require program- 
mers to design a customised connec- 
tion in advance for each pair of 
resources that needs to interact. A ser- 
vice-oriented architecture requires only 
a one-time investment to write code 
that allows the service to be accessed by 
any application with an interface adher- 
ing to the same widely available stan- 
dards and protocols, such as XML and 
the Web Services Description Language 
(WSDL)®. In contrast to hardwired con- 
nections, which have less reusable code 
(so each new connection represents a 
substantial programming effort), the 








initial investment in a service-oriented 
architecture is amortised further each 
time a new connection is created. 

With services designed to be con- 
text-free — designed for use by any ap- 
plication or in any business-application 
environment — companies can mobi- 
lise services that are already available 


and deploy them in new business con- | 


texts more quickly. In this way, those 
companies will enhance their ability to 
create and test new products, to re- 


design business processes, and even to | 


implement new business models 
rapidly, because they will have less con- 
cern about the potential disruption of 
their ongoing business activities. 

Let's say the farm-machinery com- 
pany wants to streamline its manufac- 
turing operations in one plant and 
modify the manufacturing application 
used there. In hardwired applications, 
every custom-designed connection be- 


Service-oriented 


| architectures 


will become the 
foundation 

for loosely-coupled 
business processes 


tween that manufacturing application 
and each customer would need to be 
retested and possibly reconfigured be- 
cause the proper functioning ofthe con- 
nections depends on assumptions 
about how information is generated. 
With loosely-coupled connections, 
which don't require such assumptions, 
the firm can try out a new business 
process in one ofits plants without wor- 
rying about unanticipated malfunc- 
tions in the plant's customer IT systems. 

Service-oriented architectures thus 
make it possible to create more flexible 


connections across applications, and 


this is probably how such architectures 
will first deliver value. But that is only 


the beginning. As more functionality | 


becomes exposed in the architectures, 
companies will use this functionality to 
orchestrate business processes in a 
much more sophisticated way: the ar- 
chitectures will become the foundation 
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EXTRACT 


for loosely-coupled business processes 
delivering even more flexibility’. 

Consider again the farm-machinery 
company. At present, to fulfill an order, 
specific parties must undertake differ- 
ent tasks in a specific sequence, and any 
change to it or to the parties means the 
order-fulfillment application must be 
modified. With a service-oriented archi- 
tecture, both the sequence and the par- 
ties can be specified at the time of the 
order. So, if the customer needs financ- 
ing from a particular institution and 
wants to have the machinery shipped 
before the financial arrangements are 
fully confirmed — an exception to stan- 
dard procedures and thus something 
the application's original programmers 
hadn't anticipated — the company can 
reconfigure its business processes to 
meet these exceptional needs. 

Muchas firms have become familiar 
with modular product design, they will 
use service-oriented architectures to 
implement modular business proces- 
ses. Such processes will make it possible 
for firms to mix and match tasks and for 
resource providers to facilitate both 


process innovation and responsiveness 


to changing markets on the fly. The early 
focus on creating more flexible connec- 
tions will inevitably lead to fundamen- 
tally different business processes. 


Beyond The Firewall 


Loose coupling also supports business 
innovation beyond the boundaries of 
individual enterprises: It can help auto- 
mate connections with business part- 
ners. It can accelerate a more funda- 
mental unbundling of the enterprise, 
allowing firms to focus more tightly on 
activities in which they are distinctive 
and to rebundle other assets and capa- 
bilities from a broader range of partners. 
The farm-machinery manufacturer, for 
instance, could use service-oriented ar- 
chitectures to focus on its core strength: 
customer relationships. Through auto- 
mated connections it can off-load more 
manufacturing to specialised firms. 
Furthermore, service-oriented ar- 
chitectures automatically generate rich 
information about the performance of 
the connections and the outputs at each 
end, simply as a by-product of manag- 
ing connections. By contrast, capturing 
such information from manual connec- 
tions is time-consuming, error prone, 
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and.costly. Automation gives business 
decision makers much better informa- 
tion about the overall performance of 
both IT and the business and helps 
them root out inefficiency. Our farm- 
machinery manufacturer, for instance, 
would automatically generate detailed 
information about customer inquiries 
into the status of orders. The company 
could then improve customer service by 
systematically cataloguing the informa- 
tion and usingit as the basis of proactive 
order-status reports for certain types of 
customers and orders. 


Notes 


1. An IT architecture is the overall structure 
of and interrelationships among data, busi- 


ness logic, and interfaces of a firm’s com- ' 


puters, other hardware, applications, data- 
bases, operating systems, and networks. 
2. Radical incrementalism is related, but 
with crucial distinctions, to theories like 
strategy by experimentation, the portfolio 
of initiatives, and time pacing. For radical 
` incrementalism (discussed as ‘layered 
strategies’), see Chapter 9 of John Hagel II], 
Out of the Box: Strategies for Achieving Prof- 
its Today and Growth Tomorrow through 
Web Services, Boston: Harvard Business 
School Press, 2002; for strategy by experi- 
mentation, see Eric D. Beinhocker and 
Sarah Kaplan, ‘Tired of strategic planning?’ 
The McKinsey Quarterly, 2002 special edi- 
tion: Risk and resilience, pp. 48-57; for the 
portfolio of initiatives, see Lowell L. Bryan, 
‘Just-in-time strategy for a turbulent world’, 
The McKinsey Quarterly, 2002 special edi- 
tion: Risk and resilience, pp. 16-27; for time 


pacing, see Kathleen M. Eisenhardt and | 
Shona L. Brown, ‘Time pacing: Competing | 


in markets that won't stand still’, Harvard 
Business Review, March-April 1998, pp. 59- 
69. The key distinction between radical in- 
crementalism and these other theories is 
that it emphasises the need for a clear but 
high-level view of a company’s longer-term 
(five- to 10-year) strategic direction to put 


more near-term initiatives, or ‘experi- | 
ments’, into context. Without this long- | 


term context, the near-term initiatives be- 
gin to lose coherence. 

3. Electronic-data-interchange (EDI) sys- 
tems, which preceded service-oriented ar- 
chitectures, permit companies to exchange 
information in standardised forms, thereby 
avoiding the need for custom connections. 
But EDI, focusing mostly on order and ship- 
ping information, has very limited applica- 











Getting there from here 


ERVICE-oriented architectures are in the first stages of emergence; the 

current deployment of Web services technology is a promising, early ini- 

tiative in this direction. In particular, the foundation standard.— the 
Extensible Markup Language (XML) — creates ubiquitous standards for pre- 
senting data and for defining the interfaces that joosely-coupled connections 
require. But other standards and protocols for service-oriented architectures, 
particularly those relating te security and the management of business 


processes, will have to become more robust before they can fully support mis- 
slor-critical, long-lived transactions*, Even for companies that have started to 
focus on service-oriented architectures (Eastman Chemical, General Motors 
and Merrill Lynch), these additional emerging standards and protocols remain 
largely conceptual and are targeted at a specific area of a business. 

But early implementations are creating optimism about the business 
appeal of these architectures, which can not only provide greater flexibility in 
supporting business operations but can also be put Into service In a more 
incremental fashion than previous IT architectures. Each stage of implementa- 
tion can be geared to specific business initiatives and, with relatively modest 
investments and short lead times, deliver tangible business value. 

Companies can begin with a focussed effort to support specific initiatives. 
At first, relatively few IT resources will be accessible — for the farm-equipment 
maker discussed in the body of this article, only the supply chain applications 
in the manufacturing plants. But the accessible resources will be those most 
relevant to near-term operating Initiatives. The business benefits (in this case, 
the operating savings from direct customer access to order-status data and the 
revenue benefits from more satisfied customers) will help finance this first 
stage of the transition. Over time, the design principles of service-oriented 
architectures will lead to the development of entirely new services. 


Notes: 


4. For more on emerging standards, protocols, and services for mission-critical trans- 
actions, see John Hagel Ill and John Seely Brown, ‘Service grids: The missing layer in 
Web services’, Release 1.0, December 2002, Volume 20, No. 11, pp. 1-33. 


tion, And while EDI makes it possible to ex- 
change data, custom connections are still 
required to translate the information for the 
applications that use it. 

4. This is the infamous ‘n-squared’ prob- 
Jem, which rears its head as companies add 


participants to a network. See John Hagel | 


HI, Out of the Box: Strategies for Achieving 


Profits Today and Growth Tomorrow. 
through Web Services, Boston: Harvard | 


Business School Press, 2002. 

5. Services are created when an applica- 
tion’s features — for example, calculating a 
currency’s value in terms of another cur- 
rency —are ‘exposed’, or made visible. This 
visibility is generated through an interface 
that describes what data, features, or both 
are available in the application and how to 
access them. 

6. For more about Web services TEN 
ogy, see Samir Patil and Suneel Saigal, 
When computers learn to talk: A Web ser- 
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vices primer. 
7. See John Seely Brown, Scott Durchslag, 
and John Hagel H; ‘Loosening up: How ' 
process networks unlock the power of 
specialisation’, The McKinsey Quarterly, 
2002 special edition: Risk and resilience, 
pp. 58-69. 
John Seely Brown, the former head of 
Xerox's Palo Alto Research Center and chief 
scientist at Xerox, can be reached at 
jsb@parcxerox.com; John Hagel, an 
alumnus of McKinsey’s Silicon Valley office, 
is now an independent business consultant 
and can be reached at 
wwwjohnhagel.com. This article was 
originally published in The McKinsey 
Quarterly, 2003 Number 4 and can be 
found on the company’s website, 
wivw.mckinseyquarterly.com. Copyright 
(c) 1992-2003 McKinsey & Company. 
Extracted with permission. 
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iven its stature, the United Nations, 

‘wag is undoubtedly a transnational 
organization bridging and binding 

the World into a-composite unit. In this 
global view of the UN, where does India fit 
_in? india is held in high esteem on several 


. soldiers have won high praise.in peacekeeping initiatives. However, 
- the-ndian industry is yet to make a mark for itself as a procurement 


Department (UNPD) procured 856 million dollars worth of goods 
“and services for the UN. At present India accounts for a mere 2% 


matches our share. Of the 6000 vendors it has worldwide, India 
. accounts for only 100. 
It is in this backdrop that the workshop - GLOSMET'03, was 


| Management (The Institute of Management and the Asian 
Management Development Centre). GLOSMET’03 is an invitation 


Opportunities with the United Nations Procurement 
` Division. With the focus of the UN procurement 
programme shifting towards the developing countries 
as opposed to being favourable to the developed ones, 
¿` ft presents Indian industries with tremendous 
‘opportunities. Given this thrust on Asia and Africa, 
ndia’s strategic location is an added advantage. 
GLOSMET - 03, to be held between September 
- 23rd - 25th, aims at offering valuable commercial 





- UNDP, UNICEF and WHO. 








arr especially Defense, where our 
«hub for the UN. in-2002 alone the United Nations Procurement ; 


“share of these purchases while a small country like Ukraine also : 


~ conceived by the Mumbai Educational Institute's (MET’s} Schools of ` 


o the Indian Industries to explore Business Development — 


_»» information to suppliers about selling opportunities to the UN for | 
-$ their goods and services. Apart from representatives of the Indian | 
sindustry, this workshop would be attended by a UN delegation | 
_ headed by the Chief of the UNPD, Mr. Christian Saunders. It will | 
also include senior officials from the Procurement Division along | 
<o with Specialized Agencies, Funds and Programmes, such as the | 


The MET’s Schools of Management i.e. The institute of . 
Management and. The Asian Management Development Centre | 
were set up in 1994 and 1995 respectively, for developing | 
professional managers for a dynamic economy. Both of which have 
evolved as true symbols of innovation, excelling at academics and | 
redefining management. philosophies. Its commitment towards | 
excellence and providing value to the industry has enabled the i 
organization of this part breaking initiative. For the very first time a 





_ The UN Procurement _ 
Programme - Advantage Ind 





ia 


UN delegation of this calibre willbe ishing the country. This is a 
way for the institute to go beyond the usual rhetoric. MET has taken 
the first crucial: step in increasing the role of India iiei in the global. 
market. 

This workshop would provide ample scope to. the Indian 
industries and their trade representatives to understand and 
familiarise themselves with the UN's procurement process and 
business. prospects with the UN and its myriad arms like UNDP. 
UNICEF, WHO, WFP, UNHCR etc... At the same time it would also 
help showcase India as an ideal procurement destination, with 
international product and ‘service capabilities. In ‘short = an apt 
curtain raiser to the Techno Commercial display of the capabilities 
of “India Incorporated”. It would also provide an ideal platform. for 
presentations by each UN agency: about their procurement 
procedures and prospects and oné to one.meeting with members 
of the delegation and the industry participants. 

The event broadly focuses on four main obje 

A, To create awareness among ‘the Indian dustry 
the criticality of the UN Procurement Programme S 
vendor development of Indian Corporates. — 
oe T present and establish Indian corpo 









across the gi a= 





processes RY explain to the-vendors the registration process. It 

will provide valuable information on - how to do business with the 
UN; how to register as a supplier; procurement for peacekeeping: 
IT Services and Software systems; Legal aspects of UN 
procurement; healthcare; water & sanitation projects; professional ` 


development & training and quality assurance& inspection -~ 


services. 

Indian industry can and should increase the quantum of 
business with the UN. It will definitely add to the prestige of the 
indian production and service capabilities. This initiative by MET, a 
first, will go a tong way in. the creation of a much needed global: 
platform. 
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Why most of the top notch companies 


look at RIMS 


with high expectations? 


RIMS has successfully bridged the gap between industry and institution and has created 
a nice industry interface and intellectual capital. It nurtures human values, visionary lead- 
ership qualities and competence amongst its students. 


“With excellent infrastructure facilities including state-of-the-art computer labs, VSAT for 
free intenet and global access to the online e-library, RIMS is a gripping story of passion- 
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University in the field of Business Administration. It is one of the top 50 B-schools of the 
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No wonder blue-chip companies like Cipla Ltd., Nestle India, Glenmark, Compaq, Blue 
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XMCG, Hindalco, Modi Xerox, Abott Lab., Cadila, HSCL, LG Pharma, DTDC, General 
Motor, Torent, Castrol India, Coca-Cola, SRF Ltd., JK Paper, HDFC Bank, American Bank 
(Dubai), Mahindra & Mahindra and Pepsi Foods have made RIMS their happy hunting 
groud. 
RIMS selects students for MBA through MAT/OMAT, and for MCA through MCAJEE, Orissa. 
The requisite qualification for both these courses is graduation with maths as one paper at 
+2 level. Admission into BBA is through UGAT by AIMA and CET, Orissa. Candidates with 
45% marks in +2 can apply. 

ISO 9001: 2000 & Rourkela Institute of Management Studies 
Certified by RWTUV, (Centre for management & information Sciences) 

Germany = Institutional Area, Gopabandhu Nagar 
Certificate Registration Chhend, Rourkela - 769 015 
No - 0410031288 Phone: 91 - 661 - 2480482 Fax: 91 - 661 - 2480665 


*Outlook - Cfore Survey 15th Sept, 2003 





vogue 


ECEMBER 1992. It was snow- 
ing hard in Boston. The man 
stepped off the plane and 
made his way to a small hotel. 
He had a year to prove himself 
in this foreign land. “It was the first time 
I had seen snow in my life. The first few 
days were tough. They had nothing veg- 
etarian. I was eating pasta three times a 
day. I was fed up. I decided I had to go to 
a McDonald's,” says Phaneesh Murthy. 
It had been snowing all through the 
week. So he just decided to wade 
through the slush and reach the nearest 
McDonald's. “But they didn’t have any- 
thing vegetarian either. I was freezing so 
I sat there and drank three hot choco- 
lates and munched on a few packets of 
French fries. It felt good. Here I was in 
America and I was in McDonald's. The 
American journey had started,” he says. 
For the next decade it would be a 
ride without any punctuation. And then 
in June 2002, the American journey 
came to a sudden full stop. Accused of 
sexual harassment of his executive as- 
sistant, Reka Maximovitch, Phaneesh 
Murthy would be dragged into courts. 
He would stand accused of suppressing 
facts, misrepresenting them to the 
board and, as a former colleague points 
out, “guilty of a serious error in judge- 
ment”, Rather than choose to fight, he 
would agree to a $3-million payout to 
Ms Maximovitch, Phaneesh denies be- 
ing a party to the settlement, but Infosys 
Technologies says the exact opposite. 
With the Karmic wheel in complete 
spin, the price would be dear — loss of 
job and definitely some reputation. 
Cast down from nine circles of hea- 
ven into purgatory, he would wander 
looking for a fresh start. He would find 
temporary relief in Quintant, a consult- 
ing outfit. He would raise $30 million 
($15 million was actually invested) be- 
fore his funding agency, the Rs 2,500- 
crore GMR Group, a successful investor 
in ING Vysya with large interests in po- 
wer, decided to pull the plug. GMR says 





it wanted to invest in its power business. | 
But there is talk of Phaneesh being un- | 


able to get the revenues and business, 
and his investors getting impatient. 
Without the redoubtable army of devel- 
opers, Phaneesh would be forced to 
abandon the fresh start and allow him- 
self to be courted as CEO of software 
company iGate. Life would slowly slip 


back into the familiar. The future look- 
ing more like a linear extrapolation of 
the past, Phaneesh Murthy would wake 
up from a new dream into an old reality. 
But what matters is that it’s real. 

He is ready to float once more. 

Phaneesh Murthy is sliding across 
the globe. He's dropped off the 30th par- 
allel into Singapore. A week later he has 
tumbled down the E151 longitude into 
the Kangaroo land. It’s late at night in 
Sydney but he’s still trying to keep his 
antennae up. “I know what you are try- 
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ing to say... but that’s not the incident 
which fits. Let me think.... Hmm... 
hmm.... Okay, here’s what is interesting 
and this happened while I was at IIM...,” 
he says. That’s when it strikes you. Pha- 


| neesh Murthy is amodem, No, no, don't 


go away; this is serious stuff. Think 
about it. In much the same way a mo- 
dem screeches, whines and wails as it 
tries to match its thoughts with the 
other modem at the far end of the line, 
Phaneesh keeps rummaging, shuffling 
and hunting through analogies, 











_THE OTHER MURTHY 


He could have been a contender but was 
_ cut down prematurely. By his own actions, 
_ some would say. Phaneesh Murthy has since 


moved on.by Shishir Prasad 





O keep 


Phaneesh 





` “Sometimes I wonder ifitwasalla duke. 
. Lreally want to test myself again,” he 
. told a friend recently, referring to his in- 
| nings at Infosys, The innings was not 
_ supposed to end the way itdid, 


Itwasn'tevensupposed to begin that 
way. Phaneesh wanted to study medi- 


| cine. But, instead, listened to his father, 
| appeared for the IITJEE, gota 132all-In- 
| dia rank and did the obvious: joined, 


| The UT years were pretty uneventful 
| athotwise Phaneesh recollects that at 
| HT he was quite a “vela character”. 

In 1985, when Phaneesh finished his 
l actisior's he heard the song of the 
| medicine man ohce more. “This time] 
| took the test for medical schools in the 


_ US and applied to the Top5 schools,” he 
| says. Harvard made him an offer with fi- 
| nancial aid. Once again his father asked 
| him to wait awhile, Hetook the CAT and 
| was selected to IIM-Ahmedabad. His 

ability to think big started right there. 


“Once we were trying to raise funds for 


| an eventand we had kept the sponsor- 
_ ship price at Rs 5,000. I said let'stake itto 
' Rs 10,000, and it worked,” he says. 


When he left HM-A, FMCG was big, 


| The Nirma versus Hindustan Lever bat- 
| tle was drawing to a close; most people 
| from the top-of the class headed for a 
_ Lever or a Britannia, Phaneesh made 
_ the first unconventional decision of his 


- life. He chose Sonata Software; a start- 


metaphors and incidents to help you | 
‘prove’ your point. “I don't think the | 
physics teacher example really demon 
strates the point about ‘my persuasive | 
powers’ I'll give you another example.” | asaconfession from the man, who, even 
And offhe goes again. It is a glimpse into 


_ close associates say, never had to try too 
- the mind ofaman who claimshescaled hard to make things happen. Thistimeit _ 
up Infosys sales from $2 million to $700 


s different. He doesn't have as discipli- 

- million. (Never use this line when talk- | neda cadre as he had at Infosys. Hedoes | 
ing to Infosys —~itinfuriates them tono | not have as charismatic and far-sighted 
_-. end.) Hehas to doit all over again now. guruas N.R. Narayana Murthy ((NRN’} 
-< Phaneesh has been on the road trav- | to. open doors. Neither does he have as 
-elling to various iGate offices. “Its been | capable a strategist as Nandan Nilekani. | 


gruelling,” he says. “The passion levelis | 
high but we still have to do a lot of hard 
work before we realise value from that 
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passion.” That's as much an admission | 
| stimulating. I wanted to do product 
Management. In soaps or industrial 


up in a tiny industry. To put things in 


| perspective, TCS, a $1-billion company 
| today, had a turnover of $15 million in 


1987. “I did not find soaps intellectually 


products, most of the product definition 


| israrely changed. In software, you cary 


use the customer feedback to iniprove 


_ the product,” says Phaneesh. In Sonata, 
| he also started on his first Mission Iim- - 
| possible. Design and sell a software for 


the Indian market. All the heroics were 








THE OTHER MURTHY 





vogue 


in vain though. The Indian IT industry 
was undergoing a disruptive change. 

TCS started the offshore business 
model in mainframes in 1989. Soon In- 
dian firms figured that a dollar was 17 
times better than a rupee. Phaneesh re- 
alised the domestic software industry 
would not go anywhere. Indians could 
not take advantage of great products as 
they were just not ready for automation. 

And then, in 1991, India Today car- 
ried an advertisement. 


The India Today Advertisement 


It was a two-page recruitment adver- 
tisement for a company called Infosys. 
There was a small line at the end of the 
ad: “We also need a marketing manager 
for the US. Should be willing to relocate 
and travel extensively.” The position did 
not require major qualifica- 
tions. “I said this is a company 
that needs some serious mar- 
keting help. For every other 
post advertised they had at 
least a paragraph of qualifica- 
tions!” Phaneesh hit it off with 
Nandan. And then the turn 
came to meet NRN, who 
would be his mentor, guide 
and, ultimately, his judge. 
NRN thought Phaneesh 
couldn't do the job. Phaneesh 
did not smoke, drink or eat 
meat; NRN thought he would 
not last. But he liked the fact 
that Phaneesh was a numbers- 
driven, facts-oriented market- 
ing guy. The deal was done. But 
before that, a target had to be set. Nan- 
dan, domestic business head Vijay Ku- 
mar and Phaneesh sat down to set one 
for the first year. “I told $1 million,” Pha- 
neesh says. Why? “Because it was a nice 
number!” Nandan agreed. Infosys’ 
turnover was about $2 million then. Vi- 
jay Kumar was bewildered and asked 
Nandan: “Aren't you going to ask him 
how hewill get $1 million?” And Nandan 
replied: “That's his problem. If he wants 
help, he will ask.” Phaneesh was told 
that he had one year to show results. 


Coming To America 


His first negotiations were anti-climac- 
tic. He was dealing with Apple Comput- 
ers. “When I went back with the contract 
I found the entire team... on the deal had 
been sacked. I admired them. They 








(knew) it not personal, not stigmatic. It 
happened and you moved on,” he says. 
The years after 1992 saw a huge ac- 
celeration in IT offshoring. “We were 
getting so much work that when I bag- 
ged a huge order somebody said ‘Shit! 
That means we will have to work more,” 
says Phaneesh. The big break came in 
1994. Infosys was pitching to Nordstrom 
for a sale order management system. “I 
studied all the literature and approa- 
ched the CIO. They liked the proposal 
but thought we were not familiar with 
the US market and so, gave us the mer- 
chandising system to develop.” It was 
Infosys’ first-ever million-dollar contract. 
That is also when Phaneesh started 
building up the sales organisation. His 
rules were simple: agree on certain 
things — like not signing unlimited lia- 


“Sometimes I 
wonder if it (his 
success at Infosys) 
was all a fluke. I 
really want to test 
myself again” 


bility clauses, deciding on targets — and 
you have a free hand. That was the only 
one way to handle the salesforce and the 
bigger accounts that Infosys was trying 
to bag. “I met Phaneesh on his return 
trips to India every three months. He 
would be full of questions: How’s so- 
and-so? Where have you been recently? 
What's the feedback on that firm? He re- 
membered everything you told him,” 
says T.G. Ramesh, founder, Bangalore 
Labs, who now works with Phaneesh. 
The sales team grew after 1994 and 
threw up stars like Basab Pradhan, Srin- 
jay Sengupta and Shobha Meera. “He 


created the ‘two cultures’ of Infosys. The | 


process-driven, conservative software 
developers... (and) his team that was an- 
swerable only to the board,” says a 
source in Infosys. Phaneesh feels it was 
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more the customer-facing culture that 
he developed. “I believe people who in- 
teract with the customers should drive 
the organisation. As for a free hand — 
the only way you get high performance 
is if, after an initial watch period, you 
give a high degree of autonomy.” 

In 1996, that point was proved. For 
the first time Infosys went head-to-head 
with a formidable consulting firm — 
Cambridge Technology Partners (CTP). 
The contract was for about $9 million. 
CTP bid $8 million. Phaneesh and his 
team’s math: total cost, including prof- 
its, of $4 million. The majority was for 
quoting this price. The sales team fig- 
ured it would be a mistake: the client 
would think they had no idea of the pro- 
ject’s complexity. So the team doubled 
the bid to $8 million. Infosys got the pro- 
ject. Itwas a crossing of the Ru- 
bicon. Infosys could beat the 
heavy guns at their own game. 

Such victories made the 
man who was once a doubting 
Thomas, a believer. NRN be- 
came like a father to Phaneesh. 
Phaneesh had been a Maths 
Olympiad top scorer; NRN 
loved to communicate in mat- 
hspeak. “You could be discus- 
sing at a dinner table and these 
guys would start. It would be- 
gin with problems and degen- 
erate into discussing the great- 
est mathematician of all 
times,” says a person who was 
at one such dinner. The rela- 
tionship grew till Phaneesh 
broke the inverted first law of robotics: 
“A human may not injure a machine, or, 
through inaction, allow a machine to 
come to harm.” That machine was In- 
fosys. Phaneesh had already met Reka 
Maximovitch. “He tried to hurt the com- 
pany. He tried to hurt Infosys,” says a 
person who knows NRN really well. 

Phaneesh had one last victory. He 
says he won the $37-million Greenpoint 
deal for Progeon. But the stories of his 
power within Infosys, his conduct, his 
putting the firm at grave risk, grew and 
grew. And on 23 July 2002, Phaneesh re- 
signed. Some say he was “de-risked”. 

Is there something in the last two 
years that Phaneesh would have wanted 
to change? “That's a very open question. 
But tell you what— to go back and study 
medicine; that’s what I want.” u 
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A Business School with a Difference 


1-Year PGDEM (Post Graduate Diploma 
in Engineering Management) 


6 - Months DMM & CM (Diploma in 
Maintenance Management and Condition 
Monitoring) 


The course has emphasis on 
Manufacturing, Supply Chain, 
-~ |Maintenance, People Management at shop 
and related matters. It is aimed towards 


* Enhancing employability of technical 
students in manufacturing sector 
* Offer stable and trained engineers for 
shop floor management 


Contact: 
E-mail: education@iipm.ac.in 
Website: www.iipm.ac.in 
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Awarded the Best Institute of Management 
by World. HRD Congress 
for the year 2003 


| ersonnel Management 
- Rural Management 
- Information Management 


Open to Graduates who have completed three years de- 
ree course. cay appearing in the final University 
ti 


Origin -The Xavier Institute of Social Service (X!SS) 
was started as extension department of St. Xavier's Col: 
lege, Ranchi in-1954 with the objective of training young 
men and women for Social Work, Personne! Manage- 
iment, Business Managemenrt and Rural Development. In 
4 973 the Institute was registred as a separate educational 
society under the Society Act and in 1978 it moved to its 
‘own campus. Over the years XISS has developed its: 
own distinct identity, and intends to train ‘Professionals with 
‘a Difference’, i.e. professionals who are attuned fo the deeper 
‘aspirations of the common peaple for justice, who see their 
training asa preparation for true service in saciety and who | 
believe that their own human growth and happiness is 
‘intrinsically linked with the development of the poor and the 
marginalized. 
Infrastructure - Well stocked library contaning 32,000 | 
books, journals, encyclopedias, magazines; Computer Lab 
with more than 90 terminals; 24 Hours Internet Connectiv- 
ity through VSAT, Classrooms equipped with latest Teach- 
ing Aids including LCD/Multimedia, Projector, Laptop, OHP 
& Sound System; Auditorium, Conference & Seminar 
Rooms; Staff Quarters and Separate hostels for boys & 
giris; Cafeteria for Faculty Members, Students & Guests of 
he institute; Play Ground & Common Rooms, etc 


- All India level written examination through MAT con- 
ducted i inal major parts of the country, on 7th December 
2003 and 2nd February 2004. 

- Also through XAT (XLRI Admission Test), to be con- 
ducted on 4th January 2004. 

- Followed by Group Discussion and Personal Interview | 
inthe month of March-April 2004. | 
| Date of issuing admission forms from 15th September | 
12003 to 22nd January 2004. 
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- their course curriculum. 


` B-school and its faculty.” 


Sri Sringeri Sharada 

Institute of Management 
(SriSIM) 
Ethics first, business next is the motto of SriSIM. The focus of 
the curriculum is to inculcate in the students an ethical approach in 


< based on Vivek Management. 
combination of academic programmes, research initiatives: and 


: „creative work. The development process of the institute is a joint 
effort of the students and the institute. Student Self Management 


“an integrated personality of the student. 


improving the skills to enable candidates to build successful careers. 


a you Student of G 


MBA 


or any other Management 4 
course be an IMSF Member 
and ‘reap its unique benefits 
to be a Super Professional 


NIILM Centre for 
Management Studies 


rof. (Dr) M.Adhikary (Ex-Dean FMS) Director, New Delhi 
Institute of Management (NDIM) says, "The choice of a | 
Management Institute or a Business School is very critical and 
crucial for career induction and progression of a professional | 
manager, The grooming a professional manager depends on 
knowledge acquisition, skill formation, attitudinal change, 
capability and copability while interacting with changing business ! 
< environment.” The focus therefore today is on learning as opposed. 
< to teaching. The existing methods like case method approach, i 
exercise-based problem solving methods geared towards group ! 
synergies are being adapted and other methods like Role play, | 
debate, projects, seminars are increasingly being included. Existing 
Management Institutes are working hard to keep up their | 
‘corporate image and educational standard by constantly upgrading 
: corporate connections with the prominent business houses. 
Adhikary concludes, “The bottom line is the fact that business l 
~“ education must develop the level of competence and confidence | 
in a student which requires the dedication and commitment of the 


‘Top Careers & You (TCY) 


_ their professional interactions with a sense of personal, corporate l 
and social responsibilities. The learning mechanism in SriSIM is 
designed to prepare the students for holistic management of life, 
` admission to US universities - SAT, GMAT & GRE; ABACUS whic 

The course structure for the PGDBM is a harmonious | 
j | students and executives preparing for interviews and grou 
| discussion stages of career enhancement; TCYonline - the onlin 


Teams manage. many of the activities of the institute like — 

admission, placement, discipline, event management, guest 

lectures and interaction with the industry. The focus is on building om 
K. pe 

The: body of knowledge, curriculum design, educational — ITS ” Ghaziabad 


methodology, examination and grading process, all have a thrust on 
itself. Focussing on IT and Management education, it has se 





Established through. $ 6 million charity, endowment in 1996 
NIILM Centre for Management Studies is today on the thresholc 
of a new phase of development. In addition to offering is 
prestigious full time PGDBM programme recognized by AICTE the 
center provides cutting edge research and an array of short anc 
long term executive development programmes and: consulting 
services to business, industry and Government. 

Dr. S. Neelamegham, Director, NIILM CMS says, “The bigges 
challenge to managers of tomorrow is to ride change. The intenst 
competition and unpredictability of the business environmen 
compounds the complexities of even routine decision making 
Therefore, it is imperative that future managers develo 
competencies to meet the challenges of change.” Strategicalh 
located the centre has the advantage of close and continuou: 


Neelamegham, adds, “we have set up the NIILM University 


So apart from the MBA program students. can study additione 
exciting courses in-theatre, music, foreign languages and media.’ 


Established in 1998 in Ludhiana, TCY has in a short spe 


! redefined the education methodology using a combination o 
"classroom training, postal and online mode. Focussing Ol 
` preparing students for the various entrance tests, it has helper 
| students secure admission to prestigious colleges. An ISO 900 
| accredited company, its strength lies in its R&D content. TCY ha 


six registered branded programs under its umbrella. These are 
Prowess - for test preparation for entrance to premier India 
business schools; Wings - for graduate aptitude exams fc 


prepares students preparing for entry into MCA Triumph - fc 


counterpart of the classroom and caters to students worldwid 
through its various offerings and Topedge on online GK package fc 
students preparing for MBA, Civil Services etc.. 


Established in 1996, it has in a short spell created a niche fc 


et Never before inputs on Case Studies, Presentations CDs, Research & 
surveys, Summer Training, Resume Writing, Campus Interviews, Corporate 
update, Largest in Management concepts, Specialisation & much much more 
For Membership & Special offer details send a D.D. of Rs. 100/- in favour of 

“Pacific International” payable at Varanasi. 
indian Management Students Forum 

15 Gandhi Nagar Naria P.O. Sunderpur Varanasi - 221005 
E-mail: imsf_info@rediffmail.com website: www.imsfforum.org 


India’s First Help Forum for 
Management Students. 


impeccable standards for itself and its students. The teaching skill 
involves imparting knowledge and developing analytical skill with | 
practical orientation. There is also thrust in developing a right kind ; 
iof attitude among students to be successful in the professional 
arena. Special focus is on the Industry - Institute Interaction during | 
the year. This helps students understand the needs of the industry | 
and prepare themselves accordingly. The course curriculum | 
prepares the students to become effective business leaders of | 
‘tomorrow. Age old rich Indian heritage and values have been — 
‘blended into the curriculum, giving the students a successful blend — 
of the modern and traditional. Apart from the PGDM, the institute © 
also offers BBA, BCA and MIS programs affiliated to the CCS © 
University Meerut and MCA affiliated to UP Tech University, — 


Yueknow. 
Shiva Institute of 
Management Studies 


"Focusing Total Transformation” 


Shiva Institute of Management Studies has potentially created `| 
a unique tradition of not only transforming aspirants into value rich » 
corporate personalities but adept human beings capable of 
handling the complex “Seif” imbibed with great humane and ! 


professional values. 


SIMS, spread in 3 acres with lush-green surroundings, is | 
situated. in the National Capital Region with a unique academic | 
ambience best suited to pursue professional career. SIMS does — 
inot benchmark educational institutions in the world but is sharply — 
focused towards “Change in Attitude” of the management | 


aspirants, "Holistic Transformation” and “Creating Value Rich 
Corporate Personalities” is what SIMS is striving for. It includes 
blending of knowledge transfers and of rich cultural inheritance. 
Having an, infant. status compared to giants in the field of 


management education, SIMS has competed successfully in | 
creating value relationships with some of the biggest industrial and 


corporate houses. 


Sims with its core team of mentors from academics & 
‘corporate along with senior corporate’ managers, behavioral | 
specialists and renowned professors help students to get exposed ` 
‘to fundamental learning’s in management, value systems, foreign ` 
languages, life philosophies, ethics, and the essence of quality life. ; 
SIMS boasts to convert mediocrity to excellence with a | 
commitment to prepare passionate managerial talents. SIMS | 
imparts education to both UG & PG level students with | 
programmes like PGDBM, BBA, BCA, and B. Ed. Bachelor of ` 
Journalism & Mass Communication and Master of Journalism & ` 


Mass Communication programs are in the pipeline. 


SIMS is definitely ‘Providers’ with immense opportunities to 
“sharpen managerial skills, cultivate values of judgment, and enrich — 
corporate life-styles so as to work for better self, better society, — 


better nation, better world and better tomorrow. 
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BROWSING 


Sandip Das 
COO, Hutchison India 


I am reading three books simultane- 
ously. THE SHADE OF SWORDS by 
M.J. Akbar is a personal copy sent to 
me by the author. It’s an insightful 
perspective into a complex world of 
religious fervour that I have not been 
able to understand so far. Another is 
MANAGING IN THE NEXT SOCIETY 
by Peter Drucker, a provocative book 
by alegendary management writer 
whose earlier books have always 
made a deep impression on me. The 
future is always a source of fascina- 
tion and some understanding of it 
helps lay the foundation for sound 
strategic thinking. Finally, there is by 
my bedside, a lovely leatherbound 
copy of THE UPANISHADS. “To- 
wards the midpoint of life's way” we 


ee 


all reach a crisis and this ancient work | 


of philosophy is just the right work to 
sharpen the edges ofawareness. W 


ALERT 
Light The Fire In Your Heart 
By Debashis Chatterjee (Full Circle) 





CHATTERJEE, who teac- 
hes leadership at IIM- 
Lucknow, has a highly 
individualistic writing 
style. Light The Fire... 
is a fast read that uses 
real-life incidents, 
parables and anec- 
dotes to convey its theme: every- 
body can be a leader, one just 
has to go on a journey of self- 
awareness. Since the message is 
a platitude, it’s a good thing the 
writing itself isn’t a jaded clone 
of countless other books. a 











Distilling a 


BASAB MAJUMDAR 





BRAHAM Lincoln, arguably 
America’s most famous presi- 
dent, grew up in Knob Creek, 
Kentucky, where his father was 
a bourbon distiller. Later in life 
when his political career was 


still in its infancy, Lincoln applied for | 


and received a state licence to sell liquor 
and he usually sold bourbon whisky in 


his taverns. In fact, even today, the | 


‘Knob Creek’ brand is the oldest bour- 
bon whisky that one can buy. It is per- 


haps not surprising that the paths of | 
Kentucky's two most famous icons | 


should cross because the story of bour- 
bon is intricately woven into the pat- 
terns of America’s relatively short but tu- 
multuous history. 

The saga of America’s 
most famous amber fluid 
is beautifully recounted by 
F Paul Pacult in American 
Still Life, an engrossing tale 
in which Forrest Gump 
meets Roots. Pacult strad- 
dles a sweeping canvas in 
narrating the story of 
the Beam family, encom- 
passing nearly every sig- 
nificant event that oc- 











curred in the 200 years of America’s | 


existence. For many of us raised on the 
notion that premium whisky essentially 
distils only in ye olde highlands of bon- 
nie Scotland, the story of bourbon 
makes educative reading. 

Bourbon takes its name from Bour- 
bon county in Kentucky, where Jacob 
Beam’s ancestors arrived with the Pil- 


grim Fathers. Even today, 90% of all | 


bourbon is made in Kentucky. As with 
French appellation wines, there are 
strict laws governing just what a bour- 
bon must be to be labelled as such. At 
least 51% of the grain must be corn and 
must be aged for a minimum of two 
years in new, white oak barrels that have 
been charred. 

Bourbon is essentially a family busi- 
ness, where one Beam generation to an- 
other, one master distiller to apprentice, 
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passed on the intricate skill of brewing. 
But it wasn't all smooth sailing. As early 
as 1790, George Washington's debt-rid- 
den government passed a national tax 
on distilled spirits that threatened to 


| cripple the fledgling industry. Farmer- 


distillers across the western states rose 


| in revolt and Washington, realising the 


potential of the business, dealt with the 
rebellion with statesmanlike foresight 
and calm. The excise was gradually re- 
duced and abolished by 1802 when 
Washington was enjoying happy retire- 
ment, as Pacult observes, as a “gentle- 
man farmer and a country distiller”! 
Bourbon whisky and the Beam fam- 
ily never faced another serious threat till 
the American Civil War. However, this is 
not to suggest that Pacult’s recounting of 
the Beam tale in the 
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1800s is not interesting. On the contrary, 
the Beam story is often incidental to a 
fascinating perspective on middle 
American social history of the times — 
the Protestant ethic, the marriage cus- 
toms, the mores of social interaction 
and, most importantly, the innate spirit 
of enterprise that was to be the engine 
for America’s astounding march to eco- 
nomic prosperity. That was to be over- 
taken by the Civil War. 

Between 1861 and 1865, the issue of 
slavery tore America asunder. By the 
time Lincoln's armies had forced Gen- 
eral Lee’s surrender at Gettysburg, the 
war had taken its toll with families 
ripped apart and destruction of count- 
less farms and factories. 

While the Beam family business sur- 
vived, spiralling excise duties resulted in 
new threats: the rise of illegal distillers. 





fine brew 


EXCERPT 


MUCH older than normal bourbon was placed in barrels that once held 

port at the end of the maturity cycle. Pretty bronze hue. The first aro- 
mas are intensely nutty and floral, with a trace of wine-like sweetness; ex- 
posure to air expands the bouquet adding mild, rounded scents of mints, 
oak char and ruby port. As tantalizing as the aroma is, this bourbon's true 
brilliance lies in the taste phase. At palate entry the taste is off-dry and 
nutty, even nougat-like then at mid-palate the flavour turns succulent, but 
ultimately dry and resiny as flavours of minerals. Apple butter, charred oak 
and tobacco leaf keep the taste buds fully occupied. The finish is long, 
ripe, grapy and grainy sweet. An American whiskey classic. 


At this juncture David Beam took two | similar measures. The tragic fallouts, 


steps that were to eventually catapult 
his brand to national supremacy and 
eventual international success. First, he 
took distilling to new territories up the 
fertile Mississippi basin, where corn was 
aplenty and the economy still virgin. He 
also started grooming his third son, 
James Beauregard, to take over the fam- 
ily business. 

The impact of the latter is best de- 
scribed in Pacult’s words: “James Beau- 
regard was said to wince anytime some- 
one called him James or JB or worst of 
all, Jim Beau. He liked to keep things 
simple and straightforward. He made it 
known that he liked to be called Jim. Just 
Jim Beam... little did he know how far 
that name would carry him and his fam- 
ily's whiskey enterprise.” 

Jim Beam not only lent his name to 
what was to become a world famous 
brand, he also reorganised and grew the 
business. It is also in Jim Beam’s time, 
that the distilling business faced its 
greatest threat, the prohibition laws. 
This episode contains many a lesson, 
especially for India, where political ex- 
pediency and a false sense of moral rec- 
titude has driven many states to adopt 


F. PAUL PACULT, an authority on bev- 
erage alcohol, is managing director 
of Spirit Journal Inc., a publishing, 
education, consulting, and special 
events company specialising in wines 
and spirits. Apart from two books on 
the subject and articles for top-notch 
magazines, Pacult has also hosted 
and co-produced two syndicated talk- 
radio programmes on alcohol 











not just the economic but also the hu- 
man cost of bootlegging are well docu- 
mented by Pacult. Echoes of these can 
be seen in our frequent and all too fatal 
‘hooch’ tragedies arising from illicit 
liquor consumption. 

The end of World War II ushered in 
the era of Pax Americana, especially in 
Europe. With the New World firmly out 
of isolationism and the Marshall Plan at 
the vanguard of European economic 
revival, it was time for Beam also to 
launch itself as a global brand. The au- 
thor seamlessly links the changing 
course of history to the shifting story of 
Beam’s bourbon. 

Small vignettes add to the wonderful 
mosaic of the book. There are sidebars 
at the end of every chapter enumerating 
significant events that occurred in the 
time-span that chapter straddles. These 
are varied from political, sporting and 
literary events and often serves like the 
soundtrack of Forrest Gump, providing a 
definitive socio-historic perspective to 
the bourbon story. There is also an ap- 
pendix that lists the author's personal 
tasting notes on various bourbon offer- 
ings, which are guaranteed to get your 
buds tingling. 

Strongly rec- 
ommended. The 
book, like a glass of 
old bourbon, is to 
besavoured. W 


Basab Majumdar 
is with HSBC, 
Mumbai. 
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SELECTION 


Know the laws 


N cyberspace, opportunities 

abound. And so do problems. Just a 
few clicks lead to that picture that 
you want and happily download, car- 
ing little about who owns the copy- 
right. And few people buy T-shirts on- 
line for fear of credit card misuse. 

In LEGAL ISSUES IN ELECTRONIC 
COMMERCE (Macmillan India), advo- 
cate T. Ramappa breaks up legal is- 
sues arising in the cyberworld into 
rights in domain names, intellectual 
property rights, consumer protection, 
contractual relationships between 
businesses, offences, jurisdiction and 
privacy. Ramappa says that the 
Inform- ation Technology Act 2000 
leaves much to be desired. Citing 
some of the lacunae, the author says 
that under the Act, a person may only 
raise a dispute if the goods suffer 
from a defect or if the 
service supplied suf- 
fers from a defi- 
ciency. The main 
aim of the law is to 
settle consumer 
disputes after they 
have arisen and 
not to lay down 
the basic rights 
and obligations 
of a seller anda 
consumer. In 
case of sale of movable 
goods, this could turn out to be the 
Sale of Goods Act, which is no good 
when it comes to online transactions. 

The author touches on practically 
all aspects of e-transactions to point 
out the limitations of the existing 
laws, Examples show the magnitude 
of the problem that will arise as peo- 
ple spend more time online. But it 
does not give solutions. Also, the 
book is difficult for non-lawyers to 


comprehend. Such a book should ide- | 


__ BOOKMARK 





ally be targeted at geeks sothatthey | 


understand the legalities on access 
to information and online resources, 
while educating the legal fraternity 
about technical aspects of data en- 
cryption and online security. If both 


understand each other’s needs, there | 


will be fewer frauds and infringe- 
ments. This book does not help that 
cause but corporate lawyers eager to 
cash in on cyber cases might find it a 
useful starting point. E 
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The sea gets choppy 


S Infosys failing to fulfil its promise? Not yet. Time | 


will tell. And it may well eventually tell a different 

story from time today. But the vicissitudes of In- 

fosys are a reflection of the stormy waters into 

which the Indian information technology industry 
has entered. The rough times are not new; they have al- 
ready lasted three years. They have seen the eclipse of 
hundreds of small firms that throve in the IT boom. A 
handful of big firms survived these years; Infosys was 
among the deftest. The hopes of many ride on its for- 
tunes; hence the extreme reactions. But what matters is 
the IT industry, and specifically that part of it that India at- 
tracts and keeps. 


The global IT industry showed all the frenetic symp- | 


toms of anew industry — the 
breathless rise in the 1990s, 
and then the sudden fall just as 
the new millennium began. 
The Indian industry, with its 
overwhelming exposure to ex- 
ports, should have suffered the 
same fate, but did not. Many 
companies suffered, some 
vanished; but the industry it- 
self continued to grow at about 
25% a year — only half the rate 
before the bust, but still much 
higher than the growth rate of 
the global industry or of the In- 
dian economy. Although it fal- 
tered, it still remained the ris- 
ing star of India. The reason 
was its low wage cost; it at- 
tracted work to India as com- 
petitive pressures intensified around the world. 

That cost advantage counted, and still counts. How- 
ever, the Indian industry had concentrated on legacy ap- 
plications and maintenance and won a big market share 
in them; as the share rose, the growth of India’s market 
was bound to slow down. Indian firms had to diversify, 
but did not have a clear competitive advantage in any 
field as they did in these. 

Both within their preferred field and outside, the ex- 
pectations of the market were changing. Earlier it was 
possible to pick up parts of a big job; subcontracting and 
parceling out were common when too much work was 
chasing too few firms and time was of essence. But after 
the global slowdown, clients became price-sensitive. 
They began to ask IT firms to do more work for the same 
cost. This worked in favour of the large firms, and was re- 
sponsible for the massacre of the midgets. 

However, size was not everything; costs also mattered, 
and there, firms working out of India had an advantage. It 
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Foreign IT firms in India are 
giving Indians a tough time. 
But a xenophobic govern- 
ment should not stop them 








seems now that the advantage was temporary. There are 
global firms many times larger than Indian firms; and cost 
pressures are bringing them to expand operations in In- 
dia. As long as competition was global, Indian companies 
were ahead. But now the competition is coming home. 
Global firms are competing for programmers within In- 
dia; suddenly, how the programmers are used and how 
much value they generate have become important. It is 
good news for the programmers, but not so good for their 
Indian employers. 

Especially when these employers are trying to cope 
with the changes in the market. Clients were till now ag- 
gregating work into bigger contracts. Now the process is 
reaching a stage when they want to contract out their en- 
tire IT-related work. 

As a result, price by itself is 
nota decisive advantage. Relia- 
bility is more important. Expe- 
rience in work that is out- 
sourced matters. And location 
as well as cultural affinity 
comes into the picture: clients 
like to deal with IT firms that 
are close by, and firms whose 
CEOs play golf or go fishing 
with them, Earnest, God-fear- 
ing, vegetarian Indians are at 
some disadvantage when the 
market goes ethnic. 

Although a number of In- 
dian firms have built up a 
global presence, they are not 
global firms. Their operations 
abroad are largely manned by 
Indian employees; they find it awkward to fit in locals in 
either the highest or the lowest positions. And because 
they are not socially assimilated, they find it difficult to 
blend into the local landscape. 

They are aware of this problem, and will no doubt 
work their way around it. At the end of it, no doubt, they 
will station a larger proportion of the workforce abroad, 
and a larger proportion of their workforce will be foreign. 

But the fate of the Indian IT industry is not the same as 
that of Indian IT firms. For foreign firms are expanding 
their operations in India; their entry too creates employ- 
ment opportunities for Indians, and adds to India’s ex- 
ports. It is not ownership of the industry that matters; 
what matters is location in India. If there is a conflict be- 
tween the two, there can be no doubt which of them poli- 
cies should aim to promote. The xenophobic streak in our 
rulers raises a fear that they will make the wrong choice. If 
they do, they will ensure a shrinking share of India in this 
dynamic global industry. a) 
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It is easy to recognise a TAPMI graduate. 
They belong to a community called wealth creators. 








Knowledge is wealth. People with knowledge in turn 
become creators of wealth. T A Pai Management Institute 
(TAPMI), Manipal, understands this equation well, and 
nurtures its students accordingly, to assume positions of 
responsibility in the corporate world. 


Autonomy and independence, entrepreneurship and 
innovation are qualities that are woven into the fabric of 
TAPMI's holistic approach to management education. 
TAPMIans reflect these qualities by their ability to 
contribute as individuals through expertise and 
specialisation, and as team members, when the occasion 
calls for it. The rigorous grounding in group work - a 
TAPMI hallmark - begins the moment a TAPMIan steps 
on to the portals of the Institute. 


Innovative courses in Derivatives, Retailing, Entrepreneurial 
Management, Environmental Management, Business 
Awareness and Ethics have been some of the firsts that 
TAPMI is known for, reflecting its forward thinking in 
the area of management education. 


Rated among the best in the country, TAPMI's Post 


Graduate Programme in Management is known for 


its rigour, regular content updation, and relevance to 
industry. Its autonomous status helps, in large measure, 
to design and align its curriculum, course material and 
teaching methodology to emerging needs of the industry 
The Management-in-Practice course is one of the 
highlights of such innovative thinking in curriculum 


structuring and teaching methodology. 


An interesting facet of TAPMI is the freedom enjoyed by 
the faculty to truly do justice to management education 
Due to its location in the academic capital of the country, 
Manipal, the student-faculty interaction too is of very 
high degree and has its positive impact at every inflexion 
point of the programme, whether it relates to joint 
development of case studies or mentoring related to 


choice of courses. 


And, it all adds up. For the student, TAPMI is the soil 
where the seeds of business leadership and greatness are 
sown. To grow with the knowledge and the ability to 
create wealth for the society they live in, the organization 


they serve and themselves as individuals 





TAPMI 


T.A.Pai Management Institute, Manipal - 576 119, Karnataka Ph: (0820) 257 1358 / 3162 


Website: www.tapmi.org 





E-mail: director@mail.tapmi.org 
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www.tovotabharat.com For further information contact Toyota Kirloskar Motor Pvt. Ltd., (Marketing Division): Tel: 080-7287073 www.corollaindia.cc 


INDIA’S 
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BEST IT 
EMPLOYER 


O-IDC SURVEY 200. 
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Can you read the sign of opportunity? 


CSC has been ranked the 8th best IT employer in India. 
Which simply demonstrates the infinite possibilities 
in store for professionals at CSC. 
EXPERIENCE. RESULTS. 


R K SWAMY/BBD0 1358/23 
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0 Western multinationals (MNCs) 


trying to make inroads into India 
should learn from Korean 
chaebols. They have shown that 
Asians are capable of establishing 


Deepankar Kamboj, Muzaffamagar 


Siddhartha Raj Guha, Jabalpur 


INORGANIC GROWTH 

It is important for anyone who intends 
to be a long-term player in the software 
industry to move up the value chain 
(‘Vivek Paul Bets His Shirt’, BW, 8 
September). A look at the value chain 
shows that the starting point is basic 
data entry and related transaction 
processing. Moving up, one finds: a) 
coding and maintenance; b) project 
development (like ERP CRM 
implementation, etc.); c) product- 
isation; and d) packaged products. The 
strategy that Vivek Paul has opted for is 
of inorganic growth by way of mergers 
and acquisitions in order to gain the 
much-needed competitive advantage 
and the domain expertise. This is sure 
to help Wipro succeed. 

R.S. Mani, Via email 


__. A LONG WAY 
Sass ‘4 TO GO... 

If Mumbaikars 
deserve a pat 
on the back 

for not having 
taken to 
violence this 
time, so does 
the Maharashtra 
government for not having repeated its 
failure to prevent and control comm- 
unal riots of 1992-93 (‘Salaam 
Mumbai’, BW, 8 September). Your 
editorial aptly compares Mumbai's 
spirit with that of Gujarat and reminds 
the government of its responsibilities. 
Indians do not want communal 
violence, but they easily fall prey to 


Phone: 24962587-94; Pax 24962597 


Head Office & Regd. Office 
ABP Pvt Limited - 
Prafulla Sarkar Street, Kolkata 700001 
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a conglomerate even in unchartered 
territory. They have rewritten the formula for success. 
However, on the other hand, Koreans need to be more adaptive t to 
foreign cultures to continue their dream run. 









T An open market will see several MNCs vying for a share of the Indian 
pie. This is the acid test that the Korean companies have to pass. 





political instigation: But it could not 
work up a violent mix in Mumbai. We 
still have to insulate people from 
provocation by ‘leaders’. Without that 
your Salaam remains fragile. 

Som Thomas, Bangalore 


NEWSWORTHY NEWSMAKERS 
Your story ‘Newsmakers Turn 
Dealmakers’ (BW, 8 September) did a 
good analysis of the Indian media 
industry vis-a-vis the global media. The 
article was well timed. The media 
certainly deserves more coverage, 
especially with all those mergers and 
acquisitions happening every so often. 
Amit Kumar Dey, Pune 


POWER GAMES 

For politicians, only power matters, 
irrespective of the means adopted 
(‘New Equations In UP’, BW, 15 
September). Talk of morality, values 
and ethics is limited to speeches and 
sermons. With rulers like this, there's 
little wonder why the country is in.such 
a bad state. 

Vidya Sagar, Delhi 


THE ACTUAL REVENUES 

LG Electronics India has clarified that 
the global revenues of the LG 
Electronics Division are $20 billion and 
not $9.33 billion as mentioned in the 
cover story (‘Oh! The Koreans, BW, 15 
September). The error is regretted. 


Letters can also be sent to | 
editor@bworidmali.com i 
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The IBM © server xSeries. 


Affordable, high performance Intel® processor-based servers. 


Looking for a server that'll bring together all your existing PCs into one viable network? 
The x225 and x205 are servers designed for file or print serving, point of sale businesses 
and for companies with branches where cost-effectiveness is a high priority. 


What you buy are compact servers that are power packed. They both come with the latest 
Intel® processors, offering incredible power and amazing speed. Unique features like 
DDR RAM and 533M#z Front Side Bus ensure that the performance of the processor is 
optimised. There is also a 72-hour Predictive Failure Analysis (PFA) alert that indicates 
problems before they happen. 


The xSeries is eminently scalable and reliable. So not only will your business benefit from 
higher productivity with the xSeries, but you can also rest easy in the knowledge that you've 
bought a server from an industry leader renowned for its reliability and performance. 


Finally, the backing of IBM's service and support team, as well as warranty comes built-in 


Considering everything, the IBM xSeries costs a whole load less than you imagine. 
And to further ease the pressure on your wallet, from now till 30th September 2003, 
IBM will give you more for your money with these incredible offers listed along side. 





dont need to be. 
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IBM © server xSeries 225 


Intel® Xeon™ processor 24GHz (Dual Processor Capable) 


533 MHz FSB 
256 MB DDR RAM (Two way Interleaved ) 


Integrated Dual Channel Ultra 320 SCSI Controller with RAID 1 Capability 


Single 364 GB Ultra320 SCSI HDD (10k rpm) 
One 425 W Power Supply 

Red Hat Linux 80 (Free) 

3 years on-site warranty** 


Estimated Street Price Rs. 98,500/-* 


| Special Offer: 
x225 Hotswap server at Rs. 1,44,500/-* 
with a free 38cm IBM colour monitor. ae 


IBM © server xSeries 205 
Intel® Pentium® 4 processor 24GHz 

533 MHz Front Side Bus 

256 MB DDR Memory Expandable to 2 GB 
40GB IDE Hard Disk 

10/100/1000 Gigabit Ethernet Card Standard 
Free Novell 60 Small Business Suite 


Estimated Street Price Rs. 62,900/-* 


|Special Offer: 
x205 with Ultra 160 SCSI at Rs. 74,500/-" 
Red Hat Linux 8.0 (Free) 














For more information 

www. ibm. com/shop/in 
1-600-445555 

e Bangalore - 6787216 
e Chennai - 24988508 
e Kolkata - 22822126 
e Mumbai - 26533577 
e New Delhi - 23702022 
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COVER STORY 


Reaching 
For The 
Skies 


Itis India’s first true multinational. 
Seventy-two per cent of Ranbaxy 
Laboratories’ revenues come from 
abroad, most of it from the US. Six of 
its manufacturing plants are located 
outside India. And the company is 
well on target to achieve revenues of 
$1 billion by 2004. 

Yet Ranbaxy wants more. It is 
aiming to fly as one of the top five 
global players come 2012. Allit 
needs to do is make revenues of $5 
billion, of which 40% will come from 
proprietary prescriptions. D.S. Brar’s 
last hurrah? Find out for yourself. 
D.S. Brar, CEO & MD, Ranbaxy 
Laboratories. He took the company to 
its current heights. But is not willing to 
rest till he’s reached the pinnacle 





DILEEP PRAKASH 





The Death ../ The Auto Major That 
Of Cancun Would Be Mobike King 


The curtains have drawn on the 
World Trade Organization Minis- 
terial Meetings at Cancún. The 
result: disappointment. Because 
little has been achieved other 
than a growing co-operation 
among developing countries. 


In the two-wheeler game, mo- 
torcycles have now overtaken 
scooters. So how can Bajaj, the 
household name for scooters, 
beat Hero Honda to the No. 1 
post? Check outits plans for the 
new K-60 motorcycle. 
4 Korean farmer Lee Kyang Hae, 

who gave up his life in protest “It has taken us a long time to 


build good products. | am glad 
Telecom How cellphone players settled at Rs 18,400 it didn’t take us 20 years (to 
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crore as compensation for a unified telecom licence. build the K-60).” Rajiv Bajaj 
Tata-Rover The Rover version of the Indica, the BPO These young Europeans are working in India at 
City Rover, is set to roll out in the UK. A quick look. local salaries. Is this the sign of the times to come? 
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PERSONAL FINANCE 


se| Bulls, Bears And The 
Drunken yee 


The bulls and the M 
bears are fight- 
ingyetagain. “ 
Butnever mind 
who will take over 
the markets. Just 

‘make sure you protect your investments. Here’s how. 






61 | News Theevents of the last month anda flavour of 
what the rest of the year holds. 


62/ Taxonomics: Vinod Gupta Yes, itis time to 
book your profits. But keep in mind your tax obligations. 


- -66| Column Choose your lender carefully and you need 
not worry any more about your home loan. 












68 | Money talk Data to help you track your invest- 
ments, your insurance and your borrowings. 





IN VOGUE 


| so! When Cellphones 
Have Aspirations 
| They are no longer little mobile phones. In fact, they 


| havea whole new identity. A whirlwind tour of the 
world of the fast-changing mobile phone. 


« Motorola A 920, the 3G phone 


80 Bookmark As the curtains were drawn on Cancún, 
three books revive the debate on the role of the WTO. 





CANCUN DIARY 


10 Bibek Debroy Indiacouldhave ` 
hada decent agreement at Cancún on'certain -~ 
issues of interest. Now, it has nothing. 


J THAT’S IT 


| 48 Mala Bhargava Getrid ofsnappy 
dogs, poke a voodoo doll of the person you dis- 
like, get a mini shrink — all on your PDA. 
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} haps, but this meeting had a particular poignancy about it.1 








| very fewin Indian business who dared to think big and, till the 
| end, he believed his biggest achievement was taking Ranbaxy 


| achieve his objectives, and itis 


|! come true. But Brar is also mak- 


| India, never mind the naysayers. 



































One man’s vision 


OUR years ago, weeks after he had announced the 
appointment of D.S. Brar as his successor, [met 
Parvinder Singh. Singh was visibly ill, weakened by 
the cancer that his doctors had detected two years 
earlier, I was meeting him for the third time per- 


suspect he already knew there weren't many days left ~~ he 
passed away a few weeks later. 


What I remember most about that meeting is the determina 
tion in his eyes when he explained why Ranbaxy had to re: 
a turnover of at least $1 billion in annual revenues: “If you are 
not even a $1-billion company, I think you are vulnerable. 
even in your domestic market,” he said. Singh was one of the. 


global, against sustained inter- 
nal opposition. 


Brar was the one man who stood 
by Singh and helped him 


only natural that today, he is 
making Singhs $1 -billion dream 


ing another dream come alive 
for every Indian: that of seeing 
an Indian company become a 
multinational in every sense of 
the word. He has proved, once į 
and for all, that you can create a global business empire out of 


Nobody has, perhaps, followed Ranbaxy and Brar as-closely as: 
has Businessworld’s Deputy Editor D.N. Mukerjea, who wrote 
the first ever Cover story on Brar four years ago, in June 1999. 
“There was a lot of scepticism when Brar took over, but that 
has turned into ungrudging admiration in the last four years,” 
says Mukerjea who, for the first time, unveils what's next on 
the Ranbaxy agenda. 


Meanwhile, in Pune, Rajiv Bajaj is about to unveil a gameplan 
to topple Hero Honda from its number one position in the 
two-wheeler market. Assistant Editor Ranju Sarkar gives you a 
preview of the coming excitement. Also in this issue is our 
monthly, 15-page personal finance section. Don't let the Sen- 
sex gyrations distract you from prudent investment strategies 
is our advice. 





TONY JOSEPH, EDITOR 





In business, as in life, often the 
things that determine success 
or failure most are intangibles 
like relationships. Between the 
parent holding corporation 
and the subsidiary, between 
partners, between equals. 
It's what makes the game 
of business worth playing. 
Keeping you updated on the 


score, every week. 


(H 
Play the game 


isit www.businessworidindia.com 
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Bibek Debroy is director of 
the Rajiv Gandhi Institute 
for Contemporary Studies. 
He attended the Fifth WTO 
Ministerial Conference in 
Canctin, Mexico 


India was 
close to a 
reasonably 
good 
agreement 
at Cancun. 
But now we 
have no 
agreement 











HE ‘failure’ of the Canctin Minister- 
ial must be carefully interpreted. 
This isn't the end of the Doha De- 
velopment Agenda (DDA) or the 
World Trade Organization (WTO). 
Canctin is a mid-term review of the DDA. It 
can't fail the way Seattle did. The DDA is still on. 

But certain DDA issues were postponed for 
Cancún, such as agricultural liberalisation, 
modalities for tariff reductions in manufactur- 
ed products and the Singapore issues of trade 
facilitation. We already have an agreement on 
TRIPs and that stands. But other outstanding 
issues get pushed back to Geneva; the deadline 
of January 2005 for DDA seems unlikely. 

We don't lose much. Given the lack of do- 
mestic reforms in agriculture, does it matter if 
developed countries reduce domestic support 
and export subsidies? We have no significant 
export interest in agriculture. Our interest is 
mainly in capping the import threat, significant 
for items like dairy and edible oils. Barring in- 
vestment, the Singapore issues aren't a big deal. 

As long as there is no disaster on manufac- 
tured products where we have no bound rates, 
there is no great concern there either. It is pre- 
cisely for these reasons that India has been in 
the best negotiating position it has ever had. 

Why did Canctin fail? Mainly due to the ar- 
rogance of the US and the European Union 
(EU). WTO's decision-making processes aren't 
democratic. The US and the EU do what they 
want and thrust it on developing countries. 
That happened in Uruguay and in Cancún. 

The Draft Ministerial Declaration of 13 Sep- 
tember ignored developing country interests in 
agriculture, of export interest to developing na- 
tions in Africa. It provided for little agricultural 
liberalisation in developed countries. Contrary 
to the DDAs idea of explicit consensus and op- 
position by almost 100 developing countries, it 
provided for negotiations on Singapore issues. 

The expectation probably was that devel- 
oping country coalitions would break down. 
Say: the world is watching; there isn’t enough 





from Cancun? 


time, please sign on the dotted line. Offer blan- 
dishments and twist arms. Such tactics have 
been tried this time also. Free trade agreements 
(FTAs) with the US are a powerful carrot. 

This time, developing countries held. G-23, 
referred to as G+ because the number of devel- 
oping countries kept increasing, held. China, 
India, Brazil and South Africa, the major con- 
tenders, didn’t buckle. G-15, the developing 
country coalition opposed to inclusion of Sin- 
gapore issues, didn’t buckle either. In G-15, 
Malaysia didn’t ditch us as it has in the past. 
This was reinforced by a sense of unfairness in 
less-developed countries (LDCs) and develop- 
ing nations in Africa and the Caribbean. 

India didn’t cause the talks to fail. India did- 
nt stand out like a sore thumb, as it did in Doha. 
So the failure of the talks is an indirect victory 
for democratic decision-making processes. It is 
also a victory for the fair trade NGO movement. 

The pity is, we almost had a deal. The EU 
had agreed that it would insist on only one Sin- 
gapore issue — trade facilitation. Reduction of 
domestic support and export subsidies would 
also happen in agriculture. There would be 
protection for developing countries in market 
access for agriculture. What more does India 
want? This agreement vanished as LDCs didn't 
accept even one Singapore issue. If the 13 Sep- 
tember draft had not pushed hard on the Singa- 
pore issues, we might have had an agreement. 

A bad agreement is inferior to no agree- 
ment, which is what we have now. But we were 
close to a reasonably good agreement. Hypo- 
thetically, developed nations can renege on 
agreements negotiated, as nothing was stam- 
ped, sealed and delivered. They can go back on 
their promises on slashing domestic support 
and export subsidies in agriculture. They can 
resurrect demands on Singapore issues. With 
time, the scope for bilateral arm-twisting rises. 
And remember, the US has tricks like FTAs. 

WTO has said that if there is convergence in 
any area, that convergence will continue. Hope 
that is indeed the case. E 
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Introducing the Corsa Royale Design Edition with beige interiors. 











“ts all-new limited edition Corsa Royale. The monly one in its class 


. CORSA Royalé 





ENTERPRISE Nexus 1: 


OW muchshould the In- | 


dian cellular industry 
seek from the govern- 
ment as compensation 
for the launch of limited 
mobility services by the basic service 
providers? If one were to go by a study 
done by PricewaterhouseCoopers, the 
answer is a whopping Rs 18,400 crore. 
Apart from that, the report claims that to 
have a level playing field, the WLL oper- 
ators need to be brought on a par with 









R. Chandrasekhar 


H.P. Nanda 


Asim Ghosh 


The PwC take on cellular fortunes 


2014-15 profits of cellular companies if 
WLL players had not been allowed 


will make a loss of 


Compensation demanded by industry Rs 18,400 crore 





But with WLL players allowed the industry Rs 11.700 crore 
’ 


mobile operators on licence conditions, | 


including interconnect and entry fees. 


The 34-page report, titled Loss Esti- | 
mation Study for COAI, has analysed the | 
situation using two scenarios: the first is | 


a hypothetical scenario where there are 


no CDMA-based services. The other | 


scenario is the present-day one with the | 


WLL services available. 


The key issue is about accumulated | 


losses and profits. According to the PwC 
report, in the no-WLL situation, the in- 


CELLULAR SERVICE PROVIDERS 


Why are these 


people demanding... 


Rs 18,400 


crore? 





Rs 6,700 crore 


dustry would have made a profit of 
Rs 6,700 crore by 2014-15. However, 
with WLL in the marketplace, this will 
result in a loss of Rs 11,700 crore. Ergo, 
Rs 18,400 crore. It is this money that the 
industry is seeking from the govern- 
ment. Says a cellular industry official: 
“Considering that a contract has been 
broken by the government, the industry 
needs to be compensated.” 

The report also points out that if 
there were no WLL, the cellular industry 
would have invested an additional 
Rs 32,000 crore. But, with WLL being 
available, that amount has increased by 
Rs 13,000 crore. Similarly, the present 
value of future cash flows in the first sce- 
nario would have been Rs 20,000 crore 
by 2014-15. But thanks to CDMA ser- 
vices, that has fallen by Rs 5,000 crore to 
Rs 15,000 crore. Then, the WLL services 
have hampered the GSM industry’s abil- 
ity to raise debt. Which means the in- 
dustry will have to pump in an addi- 
tional equity of Rs 6,500 crore. 

In fact, compensating telecom oper- 
ators is nothing new globally. It has been 
done in Hong Kong, Singapore and, 
most recently, in Indonesia. In Singa- 
pore, the telecom market was fully liber- 
alised on 1 April 2000. SingTel and 
StarHub are the two vertically inte- 
grated operators while MobileOne is a 
pure play mobile operator. On liberali- 
sation, both SingTel and StarHub were 
compensated for the loss of their exclu- 
sive and duopoly guarantees. StarHub 
received around $1 billion and SingTel 
received $1.5 billion in 1997 and an- 
other $859 million in 2000. 

It is not that everything is negative 
because of the entry of WLL. The cellu- 
lar subscriber base is expected to touch 
52 million by 2007-08 as opposed to the 
original estimate of 45 million. Similarly, 
the GSM industry is projected to gain Rs 
3,000 crore in operating profits during 
2002-08. But this will lead to a fall in the 
average revenue per user to Rs 246 by 
2007-08 in a seven-operators market. 
But one thing is clear. Thanks to the 
Telecom Disputes Settlement Appellate 
Tribunal’s recent judgement, the cellu- 
lar operators are looking to the govern- 
ment to act. That means restricting lim- 
ited mobility services to short-distance 
charging areas and not allowing roam- 
ing of any kind. E 
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THE TATA-ROVER TIE-UP 


First Piccadilly, 
then Europe 
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Look, the Indica has a a fe badge! 


HILE the City Rover, to be 
sold in the UK by MG Rover, 
looks only marginally differ- 


ent from the Indica itself, it could make 
a substantial contribution to Tata Mo- 
tors’ bottomline. By 2006, analysts say, 
it could increase the company’s net 
margins by as much as 2%. 

Except for the tell-tale Rover logo, 








the City Rover looks like the Indica. But, 


it sports a large 1.4 litre engine that con- | 


forms to the advanced Euro III emis- 
sion norms. With a differently setup 
suspension and a sporty driving feel, 
the car targets first-time car buyers in 


| the UKand parts of Europe. Rover has 


an agreement to sell 100,000 City 


| Rovers in five years. 


T. SURENDAR 


Unlike in India, women are an im- 
portant market for the car in the UK 
and Europe. It will be available for sale 
through 50 exclusive Rover dealers 
from November onwards, and will be 
priced between £6,600 and £8,500. To 
address the growing demand for diesel 
cars in the UK, Tata will also build a 
diesel version in the coming months. 

For Tata Motors, the upside is enor- 
mous. The car business, which turned 
profitable just over a year ago, will have 
steady orders that will take up nearly a 
seventh of its production capacity. MG 
Rover Group's chief executive Kevin 
Howe says he hopes to sell far more 
than the 100,000 cars that Rover has al- 
ready committed to buy. This will 
spread out Tata Motors’ fixed costs fur- 
ther, making the car business even 
more profitable. Also, riding piggyback 
on the tie-up, Tata Motors will sell the 
Safari and spare parts through sub- 
sidiaries of Phoenix Venture Holdings, 
MG Rover's parent company. And that 
is just the finance bit. 

Tata Motors’ executive director V. 
Sumantran feels that selling cars to 
Rover will make his company’s learning 
curve steeper. As per the deal, Rover has 
the exclusive right to sell City Rover in 
the UK. But, elsewhere in Europe, the 
City Rover will have to compete with In- 
dica exports. Tata Motors is already set- 
ting up exclusive dealerships in Europe 
as opposed to selling the Indica 
through agents. As Sumantran says: 
“This is going to bea great opportunity 
for the Tata brand.” = 

T. SURENDAR 
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HE sudden collapse of the 

Cancún trade talks has led to a 
lot of nationalist chest-thumping. 
The way India led the developing 
world in challenging the 
protectionist stance of the rich 
countries at Cancún is definitely 
worthy of praise. But the more 
important question seems to have 
sunk out of sight. What is the future 
of the Doha Round of trade 
negotiations? 

Trade reforms are needed to 
help accelerate economic growth. 
About a week before the trade talks 
collapsed, the World Bank 
published its Global Economic 
Prospects 2004: Realizing the 
Development Promise of the Doha 
Agenda. The Bank’s economists 
have estimated that if trade barriers 
are dismantled according to the 
promises made at the World Trade 
Organization (WTO) meet at Doha, 
world income could increase by 
between $290 billion and $520 
billion a year. Over half this extra 
income could be generated in the 
developing countries, which will 
help lift 144 million people out of 
poverty by the year 2015. 

It's one thing to gloat over 
negotiating victories and quite 
another thing to use it as an excuse 
to halt trade reforms. 


5S 


HE US has been howling 

against its huge trade deficit 
with China. It says that this is 
because of an undervalued yuan. 
And insists the Chinese have to let 
their currency appreciate against 
the dollar. The numbers tell us an 
entirely different story. China's total 
trade surplus is shrinking very fast. 
«= In recent months, China’s imports 
have actually been growing faster 
© than its exports. Hence, its trade 
© surplus till August this year is about 
30% lower than what it was last 
year. Andy Xie, an economist with 
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IDEAS 


by Niranjan Rajadhyaksha 


Morgan Stanley, says that he 
expects China to have a trade 
deficit next year. And this trade 
deficit will only widen as import 
controls are relaxed after China 
embraces the WTO. 

It's easy to challenge America’s 
one-track argument. India already 
has a trade surplus with China. 
Does this mean that the rupee is 
undervalued against the yuan? If 
so, the logic of transitivity leads us 
to a curious result. The rupee, too, 
is undervalued against the dollar. 

There are not many exporters or 
economists who will buy this silly 
argument. 


5S 


S global inflation rearing up its 

head again? This may seem a 
strange question to ask when the 
big issue in global economics till a 
few months ago was the spread of 
deflation. But take a look at some 


| random indicators. Global growth 


has picked up. Interest rates are 
up, not only in the US, but also in 
Japan. Commodity prices have 


| rallied. The price indices for 


industrial commodities are up by 
17% this year. Companies say they 
are rediscovering ‘pricing power’. All 
these are advance warnings that 
inflation could be on us soon. 
Watch this space. 


S 


ACK to trade liberalisation. This 

column recommends an 
excellent website to keep in touch 
with the intellectual debates on the 
subject. The Cato Institute, a free 
market think-tank, has collaborated 
with two left-of-centre journals — 
The American Prospect and The 
Nation — to develop an online 
symposium, where both sides of 
the debate are spelt out by some of 
the finest economists and 
ideologues. Visit 
www.cato.org/special/symposium.@ 
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DISINVESTMENT 


Yet another 
hurdle 


WO days after the Supreme 
T Court told the government to get 

Parliament’s approval for the 
Hindustan Petroleum Corporation 
(HPCL) and Bharat Petroleum Corpora- 
tion (BPCL) disinvestments, there’s ju- 
bilation in Hindustan Bhavan, HPCL’s 
marketing office at Mumbai. 

Since Tuesday, the phones haven't 
stopped ringing at the supply, opera- 
tions and distribution department. It is 
from here that Ashok Singh runs the Oil 
Sectors Officers Association (OSOA), 
which halted the sale. “There's a sense of 
relief,” says R.P. Shrivastava, vice-presi- 
dent, OSOA, explaining the calls. That 
isn't a sentiment that disinvestment 
minister Arun Shourie will share. 

The officers feel there’s no need to 
sell HPCL and BPCL as they are per- 
forming well. But that’s hardly the main 
reason why they vigilantly oppose the 
idea. Says a senior leader of the Petro- 
leum Employees Union (PEU): “If it 
happens, the management staff would 
suffer the most. BPCL has 4,000 officers 
and 6,500 workers. There's virtually no 
accountability; people are enjoying 
their posts.” Ironically, PEU, which is 
the largest workers union with repre- 
sentation of oil companies, hasn't op- 
posed the disinvestment. It’s the same 
story in other oil companies. | 

RANJU SARKAR 
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OUR ministers and 68 months af- 
F ter the proposal was first mooted, 
vatise the Delhiand Mumbai airports. 
But what has finally been cleared is 
much less attractive for the private sec- 
tor than the initial proposal (see ‘Time- 
line’) to fully lease out the airports. Now, 
the Airports Authority of India will re- 
tain a 26% stake and have a veto power 
as per the Companies Act. Consultants 
involved in the process say this will 
lower the attractiveness of the transac- 


tion although it may legally be more | 
sound. “If issues like security and the | 


the Cabinet finally decided to pri- 





fact that the government must have an | 


idea of what's going on at the country’s 
busiest airports had been thought thro- 
ugh earlier, we may have had world- 


| class airports by now,” says a consultant. 


So, what is new about this decision? 
Very little, except that the minister in 
charge is new. There's no reason why Ra- 
jiv Pratap Rudy should not have his mo- 
ment in the sun when others like Shah- 
nawaz Hussain and Sharad Yadav have 
had theirs, making much the same an- 
nouncements some months ago. Rudy 
now has the chance to show his mettle. 
Can he do in eight months what his four 
colleagues couldn't in 68? a 

ANJULI BHARGAVA 


nawaz Hussein 
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airports wit 


. Management to 
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L&T DEMERGER 


A question of trust 





The role of the 
employees trust 


ated deals fall outside the purview of its 
tender offer norms (Substantial 
Takeover norms). In most such deals, 
investors usually opt for spot transac- 
tions, i.e., complete the transaction in a 
specified time-frame. This ensures that 
they get a fair price. Yet, as per the agree- 
ment, the L&T trust has negotiated to 
buy L&T Engineering shares at Rs 120 
each, a value arrived at by credit rating 
agency ICRA, at a future date when the 
transaction is completed. In this case, 
law firm Nishith Desai Associates’ Am- 
ritha Ahuja says there is no price discov- 
ery and, therefore, it likely to harm the 


N 17 June, when A.V. Birla | interests of other investors. Although | 
| or individuals acquiring more than a 


Group chairman K.M. | 


Birla and Larsen & 
Toubro (L&T) CEO A.M. 
Naik hammered out the 


deal to sell L&T’s cement business to | 


Birla, it seemed that a curtain had finally 
dropped on an acrimonious chapter in 
L&T’s history. Much has been written 


about the smart deal, brokered as awin- | 


win arrangement for Birla, the L&T 
management and even the financial in- 
stitutions (FIs), which hold a 38% stake. 

However, there are some unan- 
swered questions about the L&T em- 
ployees trust. In the next few weeks, as 
the L&T board calls an extraordinary 
general meeting to seek ap- 
proval to transfer shares to 
the employees trust, these 
contentious issues will 
come to the fore. 

Is the transaction to offer 
15.3% to the employees trust 
fair and legal? 

Of course, the transac- 
tion is legal. But is it fair? 
The answer isn't obvious. 
Securities and Exchange 
Board of India (Sebi) rules 
specify that such negoti- 


none of this is explicitly mentioned in 
the Sebi guidelines, did the L&T board 
| act fairly in discharging its responsibili- 
ties to all the shareholders? 
| Does an employees’ trust fall outside 
| the purview of Sebi rules? 


offer up to 5% of their shares to employ- 
ees. In the L&T case, the employee trust 
| will control 15.3% of the shares in the 

company. L&T even plans to advance a 
| loan to the trust to buy out the stake 

from Grasim. If Sebi clears this, could it 
| seta bad precedent and encourage the 
| formation of such trusts to guard 
| against takeovers? 


The poison pill 
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Sebi norms now allow companies to | 


comes under scrutiny 


Sebj Chairman G.N Bajp 
N, ai 





THE INTENT: The trust will control 15.3% of L&T and also 
have two members on the L&T board. L&T could even extend 
a loan to the trust to finance the transaction. As things 
stand, the trust will maintain its stake permanently. 


WHAT IT MEANS: This arrangement will effectively stall any 
takeover attempt. It will allow the professional managers a 
free run. Investors will not get any other avenues to exit the 
company (e.g., an open offer). This could adversely impact 
the valuation of the company. 








Phi 
otographs: SANJIT KUNDU 


Also, itis mandatory for companies 


15% stake in a company to make an 
open offer for another 20%. This is to 
provide small individual investors with 


| an exit option in the event of a manage- 
| mentchange by the acquirer. But L&T is 


seeking an exemption from this rule as 
the shares are being acquired by an em- 


| ployees trust, without any intention ofa 


management change. Says a former 
Sebi board member: “When the em- 
ployees trust acquires the stake, to- 
gether with the Fls, they will have com- 
plete control over the company. 
Therefore, this transaction has a control 
connotation. And Sebi should invoke 
the takeover norms.” 

L&T didn’t respond to 
our questionnaire saying it 
was still finalising the finer 
points of the trust. None of 
these issues have clear-cut 
answers as yet — but they 
strike at the heart of the cor- 
porate governance debate: 
the role of the board in bal- 
ancing the interests of the 
different stakeholders. W 

BY T. SURENDAR & 
SHISHIR PRASAD 
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GSK VS CIPLA 


Guess who is 
on steroids! 


T was a development that went | 


largely unnoticed. And then, Cipla 
chairman Y.K. Hamied brought it 
up at his company’s AGM last week 
to rousing applause. Here's what he said: 


In January this year, Ciplanudged ahead | 


of pharma market leader GlaxoSmithK- 
line Pharmaceuticals (GSK). 

So what, you wonder? Well, Glaxo 
took over the No. 1 slot in the Indian 
pharma market in 1977. For 26 years 
now, no pharma company has been 
able to dislodge it. 

Since January, even Cipla has not 
been able to do an encore. Even so, it is 
within striking distance now. The ACN 
ORG-Marg retail sales data that BW ob- 
tained from industry sources tell the 
story. In January, Cipla's value share 
(5.722%) inched ahead of GSK’s 
(5.717%) by a narrow gap of Rs 8 lakh. 
During the 12 months to June 2003, the 





market grew by 4%; GSK’s sales fell by 
0.5%, and Cipla trotted along at a re- 
spectable 11%. Even so, GSK ended the 
year about Rs 79 lakh ahead. 

When contacted, a GSK spokesper- 
son said ORG doesn't reflect its institu- 
tional sales nor its vaccines business. 
And he quoted IMS Health numbers for 
January which show GSK with a share of 
7.2% and Cipla at 4.7%. 

Yet growth is an issue for GSK. It has 
not had a new blockbuster in the last 
five years. Majority stakeholder, British 
drugmaker GSK Plc., is averse to 
launching drugs here without adequate 
patent protection. Besides, many key 
products like ulcer drug Zinetac are still 
under price control. Cipla, on the other 
hand, has been carpet-bombing the 
market with new products. 

Things might change for GSK if a 
proposed new drug price control policy 








comes into force, freeing at least some 
products from controls. It is also tying 
up co-marketing and in-licensing deals 
with fellow drugmakers. But if neither 


| initiative takes off, Cipla could outstrip 


GSK at least in the ORG surveys. 

The stockmarkets are yet to pick the 
winner. Like most pharma companies, 
both stocks have registered handsome 
gains in the last six months. a 

GAURI KAMATH 








FOREIGN EXCHANGE 


The ‘hot money’ worries 





S the Reserve Bank of India i A look at what has been be- 
i (RBI) finally getting worried More raat ag gd mas ao ie hind the growth of forex re- 
about the growth of India’s dae Sept02  Dec02 Mar03_ Jun 03 serves over the first six months 
foreign exchange reserves? Forex reserves 4960! 7,331 4,896 6,656 of the year may provide the an- 
Since the beginning of this NRI deposits (total) 773 1,024 726 2,238| swer. Inthe first six months of 





year (January to June), our 


Portfolio investment pE 


745 593" 1,398 


2003, the growth in NRI de- 








forex reserves have grown by 
over $11.5 billion, after grow- 
ing by $12.3 billion in the last 
six months of 2002. In January, 
the RBI was sanguine, saying bale 
that much of the increase was 

due to current account transactions 
— inflows from items like software ex- 
ports and remittances from abroad. 
These inflows are regarded as ‘better’ 
than inflows from portfolio investment 
or NRI deposits. The last two are more 
akin to ‘hot money’, which can flow as 
easily out of the country as into it. 


Growth in NRI- 

deposits and portfolio 

flows (as % of growth 13.14 
in forex reserves) 


All figures are inclusive of valuation changes and in $ million 
EO aa 








Yet, a few days ago, the RBI low- 
ered the ceiling interest rate on the 
most popular type of NRI deposits 
(NRE deposits) by 1.50 percentage 
points. Is it getting worried that due to 
the arbitrage between Indian and 
overseas interest rates, too much hot 
money is flowing into the country? 
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| 24.13 26.94 54.62 


Source: Reh £ 





posits and total portfolio invest- 
ment as a proportion of the 
growth in forex reserves, was 

3 around 42%, much higher than 


SHARMA 


= the 20% in the last six months 
of 2002. Between April and 


| June, forex reserves grew by $6.6 bil- 


lion. In the same period, growth in NRI 
deposits and net portfolio investment 
into the country was $3.63 billion. In 
other words, around 54% of the in- 
crease in forex reserves in that period 
was due to hot money inflows. | 
AVINASH CELESTINE 
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GE INDIA 


Captive no more 


Why GE is getting into third party BPO in India, and more... 


Gecis: A snapshot 
: 12,000+ 
PROFESSIONALS (include) $ 


1,200+ MBAs; 450 CPAs; 41 Ph.D.s, 40 doctors; 98 transition 


managers; 150 managers on global development work 


DOMESTIC LOCATIONS : 
"OVERSEAS LOCATIONS 
TOTAL EXPORT REVENUES 

INTERNAL CUSTOMERS : 


Gurgaon, Bangalore, Jaipur, Hyderabad 

si: Mexico, Hungary, China (total 3,850 employees) 

: $1 billion (GE India + Gecis, December 2002) 

In customer fulfilment, collections, analytics, e-learning, IT 


services, insurance and finance 


$ WORK DONE (Example) 4 


Processes six million invoices a month; works across 40 


currencies; European treasury operations done out of India 


FUTURE : 
Data as at end of Q1, 2003 


HE big daddy of the BPO in- 

dustry in India is changing 

tack. Ten years after it was 

set up to handle General 

Electric’s back-end pro- 

cesses out of India, GE Capital Interna- 

tional Services (Gecis), the 14,000-em- 

ployee-strong Indian BPO subsidiary of 

GE, is now looking beyond its captive 
business at third-party work. 

BW has learned that GE is likely to 

float a separate company for the third- 

party business soon. It has also booked 


“1,000 seats at its Hyderabad centre to 


kick off operations. When contacted, a 
spokesperson said: “GE is always evalu- 
ating opportunities to grow its business. 
We wouldn't like to comment further on 


“our plans at this stage.” 


The plan to go after third party busi- 
ness has been hanging fire for more 
than a year now. In fact, when asked 
about it in April this year, Scott Bayman, 


_ GE India’s president and CEO, denied 


any such plans. Sources say that the 
green light came a few months later. On 
18 July 2003, Patrick Dupius, vice-presi- 
dent and general manager of GE's 
Global Business Processes (GBP), sent 
out an email to all Gecis employees, 
talking about how , “...based on the 
credibility that Gecis has achieved, GE 


Non-captive business; to hire 1,500 people initially 





has decided to allow Pramod’s (Pramod 
Bhasin is the CEO of Gecis) team to 
serve external clients”. 

What prompted this reversal? In 
2001, Gecis in Gurgaon was already a 
5,000-strong operation. India had 
emerged as the best low-cost destina- 
tion for captive operations. There were 
plans to set up additional units in Hy- 
derabad and Bangalore immediately. As 
many as 5,000 people were hired in an- 
ticipation of new business. Then, 9/11 
turned things on their head. Suddenly, 
disaster planning became de rigeur and 
back home, GE baulked at the prospect 
of putting all their eggs in one basket. 





The result: new centres like Mexico, 


Pramod Bhasin: looking for external customers 


DILEEP PRAKASH 
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China and Hungary were developed to 
derisk the captive operations. Today, 
these three centres together employ 
more than 4,000 employees and handle 
low-end processes which might have 
otherwise come to India. The Indian op- 
erations had plenty of talent but not 
much to do. “The chances are that if it 
does not get new business, the place 
would not be attractive. GE could see a 
lot of people leaving,” says an insider. 

Till now, GE has been averse to 
pitching for contracts from other GE 
customers. That’s because it saw no rea- 
son to offer low-cost advantage to exter- 
nal customers. That will change now, as 
Gecis tries to leverage its decade-long 
captive expertise to get external clients. 
Indian competitors like WiproSpectra- 
mind and Daksh better watch out. Gecis 
already has expertise in all the major 
BPO verticals. What it lacks is front-end 
business development expertise. “A lot 
of the senior front-end recruitments will 
have to be lateral, most likely from other 
Indian third-party players,” says a 
source. Insiders also say it plans to use 
innovative variable pricing strategies to 
attract business. 

GE's real problem is transfer pricing. 
Sources say Gecis has been charging its 
internal customers higher than market 
rates. That means the US office ends up 
paying less tax, and thanks to the tax 
concessions offered to the captive BPO 
entities, Gecis make higher 
profits in India, which are 
then channelled back to the 
US as dividend. 

When it begins offering 
services at prevailing market 
rates, it could attract the 
scrutiny of US tax authori- 
ties. So, the idea to create a 
separate company, which 
will attack the third party 
business, is a way out of this 
tricky situation. ky 

SNIGDHA SENGUPTA & 
SHELLEY SINGH 


























Now, before you buy bath fittings & 
accessories we advice you to check out the 
options at Jaquar Orientation Centre. 
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* Complete range of Jaquar bath fittings 
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Complete range of Rendezvous Crystal Chandeliers made with 
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Wall lights & Modern (ceiling) lights decorated with STRASS® 


Swarovski crystals 


Also know about the new Swarovski’s Fiber Optic lighting to enhance 
your interior 
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Before you buy any bath fitting, 
chandelier, fiber optic lighting, 
wall bracket or decorative lighting, 
just come to Jaquar Orientation Centre. 
We'll offer useful guidance and tell you 
what will suit your budget and lifestyle. 
Thus, ensuring the best value for 


your money. 


Jaquar Orientation Centre is a treasure 
house of ideas and solutions for 
bathrooms and interiors. In fact, this 
is the only place where you find 
complete range of bath fittings 


& accessories on display. 


Come over and experience orientation 


to quality, value and aesthetics 


VISIT TODAY, TO KNOW MORE ABOL 


orientation 
centre 


Making friends, not just customers 
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SUBHASH CHANDRA’S DTH 


The new home 
connection 


RUST Subhash Chandra to 
make the big bets. In the first 
week of October, his ASC En- 
terprises will start marketing 
DTH (direct-to-home) kits in India. A | 
marketing army of DSAs, distributors, 
group company Siticable and 50-odd 
Agrani Switch stores will 
try to get television 
viewers to fork out be- 
tween Rs 5,000 and 
Rs 12,000 for a set-top 
box, and Rs 750 for a 
small satellite dish that will 
help them watch any channel 
ASC shows. That means no ca- 
ble operators to deal with. The 
test runs have been on for 
some time now. All ASC was 
waiting for was the licence, 
and that came in last week. 
Ashish Kaul, vice-presi- 





opment), Zee, claims that al- 
\ / most all major channels have 
_. agreed to be on ASC’s DTH 
\/ platform. That is crucial for 
7 the Rs 500-crore project to 
take off. Without offering all 
the top channels, there 
isno way Chandracan 
get viewers to pay 
, between Rs 150 and 
Rs 500 each month. 
Kaul says that ASC 
_ “would be happy if 
we get 10-20% ofall TV homes”. Thatis a 
whopping 8 million-16 million homes 
orabout Rs 120 crore a month ifyou take 
only 8 million homes at Rs 150 per | 
month. Ifthose numbers work out, then | 
the DTH project could break even pretty 
fast. But questions remain. 

One is the acceptability of the DTH 
technology. Only if it offers compelling 
content for all types of viewers (niche for 
upmarket, mass for lower income areas) 
and great transmission quality, can 
DTH hope to compete with cable asa | 

















distribution technology. Two, will rivals 
come on a Zee-owned platform? De- 
spite Kaul’s assertions to the contrary, 
this is becoming a problem with HITS 
(Headend In The Sky) another broad- 
casting platform Siticable will roll out 
soon. Three, assuming that CAS (condi- 
tional access system) rolls out, would 
consumers in well-set- 
tled metro markets take 
to DTH? Just like DTH, 
CAS, too, enables buy- 
ing channels selectively. 
The only reason view- 
ers might switch is be- 
cause they want to be 


Subhash Chandra is the 
first to get a direct-to- 
home licence 


freed from annoying cable 
operators. With CAS in limbo, 
the question becomes less relevant. An- 
alysts say DTH will first take off in non- 
metros where cable television isn't avail- 
able, or transmission is poor. It will take 
off in the metros when cutting-edge 
niche programming becomes available. 

Either way, a new way to sell televi- 
sion signals is good news. It gives more 
choice to consumers and more avenues 
of growth to broadcasters. The only 


| ones cribbing will be cable operators. 


Chandra has dealt with that earlier. &@ 
VANITA KOHLI-KHANDEKAR 
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HEMANT MISHRA 


NIIT 


Unlocking 
value 


S NIIT planning to split its train- 

ing and software businesses? A 

communiqué sent to the stock 
exchanges on 12 September sug- 
gests that it is considering such a 
move. But ask people inside the 
company and they demur. “We are 
coming out of a challenging two- 
year period, and we are just con- 
sidering all the growth options,” 
says vice-chairman Vijay Thadani. 

Even so, separating the two di- 
visions might be a good idea. As it 
were, both businesses operate au- 
tonomously. Secondly, while the 
software business is beginning to 
look up, education is still lagging. 
In the last nine months, the soft- 
ware unit has grown by over 20%, 
In contrast, the education business 
has grown by just 9%. This is drag- 
ging down the overall numbers. 

Take the period between July 
2002 and July 2003. In these 12 
months, NIIT notched up operating 
profits of Rs 79.3 crore. Of this, 

Rs 30.8 crore came from training 
and Rs 48.5 crore from software. 

The NIIT stock trades at a P-E 
ratio of 7.3. On its own, the soft- 
ware business would get a far 
higher P-E ratio, says Tarun Siso- 
dia, director, Anand Rathi Securi- 
ties. A good mid-cap software com- 
pany currently gets a P-E ratio of 
about 15. Today, says Sisodia, 
“even if NIIT’s software business 
gets a P-E ratio of 12, that trans- 
lates into a market cap of Rs 582 
crore — more than the Rs 579 
crore that the whole company is 
getting today!” 

There are other reasons too. 
Education is a seasonal business. 
A demerger would remove fluctua- 
tions from the software business’s 
financials. For now, however, NIIT 
has set up a taskforce which will 
present its conclusions in a month. 
We will keep you posted. a 

M. RAJSHEKHAR 
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“ four disparate subjects — investment, 


. omy by a regional arrangement, India 
strong dose of non-discriminatory trade 


- victors emerged from the Cancún meet. 


BY INVITATION: ANWARUL HODA 


Cancun and after 


HE failure of the Fifth Minister- 
ial Session of the World Trade 
Organization (WTO) should be 
no cause for rejoicing. The 
ministers could not break the 
impasse at Geneva: the multilateral trade 
negotiations will remain stalled for some 
more time. The outlook for the Doha 
Round to conclude by 1 January 2005, never 
very bright, looks even dimmer now. This is 
bad news for the world’s trading nations 
and particularly so for India. Not being 
linked to any major industrialised econ- 


a 


would have liked world trade to receive a 
liberalisation, sooner rather than later. No 


There were only losers. 

The debate at Cancún was focussed on 
negotiations for liberalising agriculture and 
developing new multilateral disciplines on 
the Singapore issues. The latter refers to 


competition policy, transparency in gov- 


ernment procurement, and trade facilitation — which were 


proposed by the European Union (EU) and Japan for inclu- 


_ sionin the agenda of the Doha Round. 


Agriculture 


} » WTO members are divided on the level of ambition for liber- 


alisation of agriculture. When the negotiations began, the US 


and the Cairns Group were demanding deep reform in world 
` agriculture. In the other camp were the EU, Japan, Norway, 


Switzerland and Korea, which could envisage only gradual 


z liberalisation, keeping in view their non-trade concerns. India 


also emphasised liberalisation by the major industrialised 
countries, but the focus of its attention was on preserving its 


` own agriculture policies. In the run-up to the Cancún meet- 


ing, a major realignment of members took shape. The US and 
the EU announced that they were nearing agreement on a 
joint position on agriculture, which, in its preliminary outline, 


7 seemed to be lacking in ambition. The negotiations were not 
“ set to conclude at Cancún and more than a year of negotia- 


tions remained. But the incipient EU-US accord spread alarm 


, among the developing countries’ exporters of agricultural 


products. The situation was reminiscent of 1992 when the 
Blair House agreement between these two major players had 
shrunk the Uruguay Round package on agriculture. An al- 


~ liance of 21 developing countries (G-21) emerged, with Brazil, 


— China and India at the core. Most developing country mem- 


bers of the Cairns Group, like Argentina, South Africa and 





REE SOARS MN AB j OTN ATE AE BOE 


No victors 
emerged from the 
WTO 
ministerial meet 
at Cancun, 
Mexico. There 
were only losers 





Thailand, joined, along with some influen- 
tial ones like Egypt and Mexico. The new al- 
liance demanded fundamental reform. 

The G-21 would like a maximum tariff 
level to be prescribed, trade- and produc- 
tion-distorting domestic support to be 
sharply lowered, with limits established in 

: product-specific terms and export subsi- 

% dies to be abolished. The US and the EU are 

š willing to bring down their agricultural tar- 

& iffs and reduce domestic support as well as 
export subsidies, but they are not willing to 
go as far as the G-21 would like them to. 

A feature of the G-21 proposal is that 
different modalities would apply to devel- 
oping nations. In market access, they 
would undertake lower reduction commit- 
ments especially for products deemed to 
be crucial for food security and they would 
also have access to a new special safeguard 
mechanism. Existing exemptions for de- 
veloping countries in domestic support 
and export subsidies would also continue. 

In the past, African countries never 
took a strong stand on the liberalisation of 

agriculture. In fact, they discouraged the non-discriminatory 
reduction of tariffs that would erode the tariff preference they 
enjoy from the EU under the existing preferential arrange- 
ments. But this time four African countries — Benin, Burkina 
Faso, Chad and Mali— the economies of which are heavily 
dependent on cotton, demanded thatall export subsidies and 
domestic support to cotton provided mainly in the US and the 
EU must be eliminated in three years. Also, in the interim, 
they must be given financial compensation for the loss of ex- 
port earnings. This has bolstered the G-21 position. 





The Singapore Issues 


From the outset, a number of developing countries, led by In- 
dia, have opposed expanding multilateral disciplines to cover 
investment and competition policy. While transparency in 
government procurement and trade facilitation are not new 
subjects for the WTO, they suffered from being bundled with 
investment and competition policy and faced opposition 
from developing countries. The compromise at Singapore in 
1996, when the proposal was first made, was that the subjects 
would only be studied. The matter came to a head at Doha 
when the ministers were launching a new round of multilat- 
eral trade negotiations, and the matter was temporarily re- 
solved in the classical manner of doublespeak, which is re- 
sorted to in international trade diplomacy. While the 
ministers recognised the need for multilateral frameworks in 
these areas and agreed to negotiations, they stipulated that 
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Calling 
DSAs/DMAs, Tax/HR Consultants, 


Insurance Agents, MLM Leaders, 


Event Management Companies, 


JOIN THE 3 Retired & Working Professionals, 


MOVEMENT = 


p Ea 


;, TO CREATE A 
BETTER INDIA 


We're a global development Venga Boys music concert for the benefit of 

body working for the rights of street children; premiere of the movie ‘Sur’ for 

the poor and marginalised in victims of Gujarat riots, and premiere of the 

years over 40 countries around the movie ‘American Sweetheart’ for the benefit 

of ActionAid world, In India we've been. ofthe Girl child. 

working for 32 years now with 

some of the most marginalised 

communities. Our work has been driven by the 
principle of ‘philanthropy for social justice’ 
wherein we go beyond just ‘giving money’ to 
actually involving ourselves with issues that are 
fundamental for ensuring the rights of the poor 
and marginalised towards social justice and 


Besides all these activities we also work towards 
promoting multi-level partnerships between civil 
society, the government and the needy. For 
instance in our ‘India for change’ program we 
partner with local governments and civic bodies 
to run night shelters, schools, dispensaries and 
counselling centres for the urban homeless. 


equality. And now, to take this effort a step 
Apart from fighting for ‘rights’, our ` forward we're looking for a highly 


driven and motivated team of 


work includes raising aid for specific 
people to promote ‘Karm Mitra’, 


causes like the Gujarat riots, the 


Gujarat earthquake and the 
Orissa cyclone. In recent times OF AND change. ‘Karm Mitra’ aims at 


creating a broad network of socially 
of our charity events such as the responsible people who have the 
‘Sound of Sea’ musical standing, capacity and the 
extravaganza at the Gateway of PEOPLE. TOGETHER. inclination to bring about a change 
India for the homeless children; towards a better and more just 
‘Ek Alag Mausam’ , a feature film Action Aid India’s Gujarat society. Through this network of 
with HIV/AIDS as the core issue, a a donors ‘Karm Mitra’ aims to 


THIS PARTITION 


a unique movement for social 


you may have also witnessed some 
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Housewives/Homemakers, 


Students and Volunteers. 








Action Aid India's communal harmony campaign 


generate resources that will not only help some of 
the most marginalised communities (Like the sex 
workers, the HIV positive, the urban homeless, 
the disabled, street children, the riot victims, 
dispossessed tribals, dalits and manual scavengers) 
meet their day to day survival needs but also help 
continue their fight for right to dignified living. 


What's really unique about ‘Karm Mitra’ is that 
it not only benefits the recipient communities but 
also the donor. It brings fabulous returns to the 
donors in the form of Free Tax Exemptions, Free 
Invites to Music Concerts, Free Movie Premiers, 
Free Supper Theatre, Free Holiday Packages, 
Free Life Insurance, Free F&B Coupons, Free 
Music Cassettes and CDs, Free Credit Cards, 
Exclusive discounts from some of the most well 
known brands and much more. 


ra’ would be promoted through Direct Giving Agencies who shall promote 


e o, ‘Karm Mitra’ to working executives, and through Multi Level Giving wherein ‘Karm Mitra’ members can network and get 
hs their friends, colleagues, neighbours and associates to become members and thus also earn handsome incentives 
A We invite DSAs promoting reputed financial, insurance, telecom and other products to send in their profiles with details of 

2, karm mitra L infrastructure, turnover and tax returns (past 3 years). MLM leaders, Insurance agents, Tax/HR consultants, Homemakers 


¢ J` 
#0 A : 3 . i : 
YOF in their profiles along with other details. 


All selected DSAs and Individuals would be rewarded with handsome incentive packages. Including 
opportunities to promote exclusive merchandise/products created by artisans and crafts people we 
work with, and also products manufactured by our socially responsible corporate associates like ICICI, 
Kotak Mahindra, Hallmark, Mantra Entertainment and many more. 

So come be part of this new movement to make our world a better place-by creating ‘Karm Mitra’ 
caring communities. 


To find out more about the ‘Karm Mitra’ donor loyalty program. Email us at 
shalinid@actionaidindia.org or write to Jeroninio Almeida at Action Aid India Society 


C-88, South Extn., Part-II, New Delhi-110 049 or call at 91-11-516 40571-76. 
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negotiations would begin only after there was “explicit con- 
sensus” at the Cancún Session on the modalities for the nego- 
tiations. No one was clear on what the term “modalities” 
meant and there are unresolved differences on whether they 


refer to procedural or substantive aspects. The need to ap- | 


prove modalities through “explicit consensus” gave the oppo- 
nents the opportunity of blocking the negotiations once again 


at Cancun. India was flexible and indicated its willingness to | 
consider negotiations in the areas of transparency in govern- | 
ment procurement and trade facilitation. Later, the EU asked | 
for an agreement to begin negotiations in trade facilitation. | 
But the African, Pacific and Caribbean nations and the least- | 
developed countries (LDCs) pulled the plug, saying that they | 


were already overburdened with too many agreements. 


The Assessment 
There is a fundamental soundness in the position taken by 





A woman celebrates the collapse of talks at the WTO's Cancún meet 


the G-21 on the reduction of support and protection by the | 
major industrialised countries. A trading system that allows | 


some countries to continue with tariffs, that are in multiples 
of 100%, on agricultural products and to aid farmers to cap- 
ture markets on the basis of domestic support and export 
subsidies that sometimes exceed the unit value of the pro- 
duce, is a travesty. The G-21 have fairness, equity and good 
economicsense on their side. The fact that the big three devel- 
oping countries have taken a united stand along with some 
other important players in the developing world has great po- 
tential in future negotiations. Where they are not right is in 
over-emphasising special and differential treatment. In agri- 
culture what they need is equal, not more favourable, treat- 
ment. Why cannot a common maximum tariff level be pro- 
posed for developing and developed countries alike? Why 
cannot both accept a common cap on domestic support of, 
say, 5% of the value of agricultural production? Only one or 
two developing countries (not in the G-21) have higher levels 


of subsidisation. Why cannot they accept that export subsi- 
dies be abolished for all countries? Going by the notifications 
made to the WTO, only a few developing countries subsidise 
exports, and that also to a very small extent. 

As for the Singapore issues, the objection should not really 
be that agreements would necessarily be against their inter- 
est. Those who feel that a multilateral agreement on invest- 
ment would encroach upon the development space are guilty 
of scare-mongering. There would be enough opportunity to 
provide for the development dimension in future negotia- 
tions. The real issue is the absence of mutuality of interest be- 
tween developed and developing countries in possible agree- 
ments in these areas. Developed country investors would 


| certainly gain from an agreementon investment, for instance, 
| but what about developing nations? Then, there is the ques- 
| tion of institutional overload. The WTO framework cannot go 
| on extending multilateral disciplines to cover new areas with- 


out concern for the capacity of most of 
its developing country members to 
cope with them. Thisis nota problem so 
much for the likes of Brazil, China and 
India. It is a problem for the LDCs and 
for the African and island developing 
countries. The Singapore issues simply 
deserve to be dropped from the agenda 
of the Doha Round. H 


The Outlook 


Will the discord at Cancun give a fresh 
impetus to regionalism, weakening the 
multilateral trading system? Will it cause 
asurge in protectionism in the industri- 
alised countries? When the Uruguay 
Round was on the brink of failure, many 
people had predicted a resurgence ofre- 
gional arrangements. The Uruguay 
Round succeeded and regional 
arrangements still grew. Such arrange- 
ments will increase, broaden and 
deepen, as they are propelled by geo- 
political forces that are unstoppable. 
The US has been pursuing the Free Trade Area of Americas, 
even as it has been actively engaged in the Doha Round. EU's 
expansion into EU25 and further to a Euro-Mediterranean 
Free Trade Area will go ahead. Protectionism could have been 
a danger if the multilateral trading system had collapsed, but 
the failure of one meet does not amount to a collapse of the 
world trading order. The Uruguay Round succeeded after fail- 
ures at Montreal (in 1988) and at Brussels (in 1990). 

It is a pity that the Canctin meet did not have a positive 
outcome. But there could be a positive fallout if the industri- 
alised countries realise that they cannot hope to prevail in 
global negotiations even when they are wrong, as they have 
been for a long time on agriculture (and textiles). They would 
now be challenged by a coalition of developing countries, 
which has a configuration that will not easily disappear. W 


REUTERS 





Anwarul Hoda, currently professor at ICRIER, is a former 
deputy director general of the WTO. 
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ALL THE FACTS ON CONSUMER DURABLES IN INDIA, NOW OUT IN THE OPEN. 


changing values, falling prices, brand loyalty, just what do 
adian consumers think about consumer durables? All the 
details and some of marketing's best kept secrets, exposed 


nthe Businessworld special on the subject. This. study 
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know how customers rate different brands and their teve! 
of satisfaction. It thus serves as a handy guide for anyone ou 
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SANJIT KUNDU 


NSIDE Bajaj Auto’s R&D unit at its 
sprawling Akurdi complex near 
Pune, a crack team of 30 engineers 
headed by Abraham Joseph is giv- 
ing the final touches to an all new 
motorcycle that joint managing di- 
rector Rajiv Bajaj plans to roll out next 
April. The details remain closely- 
guarded: just a handful of executives 
and a few select vendors know about 
them. Even they do not know how criti- 
cal it is to the two-wheeler giant's future. 
Very few Bajaj Auto insiders have even 
an inkling that over the last 15 months, 
Joseph and his team have developed 
and refined close to 30 prototypes that 
now lie draped in synthetic covers. In 
fact, even when these bikes went for 
their 35,000-km vehicle endurance tests 
at Bajaj’s 3 km testing track at Chakan, 
around 35 km from Akurdi, over the last 
three months, they were covered with a 
layer of dented pads to hide their con- 
tours. Very soon, however, the veil of se- 
crecy shrouding Project K-60 — that’s 
what Bajaj’s pet project is called — will 
lift as the 125cc bike will move into the 
penultimate stage, that is one step away 
from commercial production. 

Make no mistake. This is the big mo- 
ment. Rajiv Bajaj wants to regain the ti- 
tle of India’s largest manufacturer of 
two-wheelers, one that he lost in 2001 to 
the Munjals who run Hero Honda. The 
Munjals aren't exactly pushovers. So 
there is a big battle brewing in the two- 
wheeler market. This is not the first one 
really. The two companies have been 
clashing for control of the two-wheeler 








market for over a decade now. It is just 
that in the last 4-5 years, each battle has 
been fought harder than the one before. 
Hero Honda enjoyed an upper hand for 
most of the time, ever since motorcycle 


sales went through the roof and easily | 


outstripped scooters, Bajaj Auto's main- 


stay till then. That forced Bajaj Auto to | 
almost abandon scooters — and chase l 


growth in motorcycles. 

The experts never really gave Bajaj 
Auto much of a chance, And as the man 
in the hot seat, that did hurt Rajiv Bajaj. 
“Even at Rotary Club gatherings, which 
my father (Bajaj Auto chairman Rahul 


the technology or the R&D capabilities. 
» Nor were its products stylish and/(or) 
well-designed,” says Rajiv Bajaj. The 


trouble was that a lot of the things that 


were said did reflect the reality in Bajaj 
Auto. So Rajiv Bajaj had to fashion, as he 
says, Bajaj Auto's transition from a “mass 


manufacturer of low-cost products to a | 


high-quality, highly productive maker 
of world-class products”. 

Starting out in 1991, Rajiv Bajaj, the 
33-year-old engineer who has done his 
M.S. in manufacturing systems engi- 
neering from the University of Warwick, 
UK, first revamped the shopfloor at the 


Akurdi plant and then at the Waluj fac- | 


tory before building an entirely new 


product developmentteam ina space of | 
7-8 years. “It has taken usa longtime to | 


build good products. I’m glad it didn't 


i take us 20 years,” says Rajiv Bajaj, sar- | 
Gar castically. And even while the makeover 


was on, Bajaj ceded the lead to Hero 
Honda. More than anything, that cer- 
tainly burti its pride. “It’s an emotionalis- 
sue,” admits Rajiv Bajaj’s brother Sanjiv, 
who looks after finance. 

Since it overtook Bajaj Auto, Hero 
Honda has been racing ahead of the No. 
2 in the 4.87 million units a year two- 
wheeler market. At last count, the mar- 
ket leader was selling over 5 lakh more 
vehicles than Bajaj Auto in a year. Al- | 





| though the latter has desperately been | 
trying to catch up for a while now, itis | 
only now that things seem to be falling | 


into place for it. Today, it finally has the 


product development capabilities and | 
the flexibility in manufacturing, besides | 
its famed Rs 3,495-crore war chest to i 
back up its ambitious plans. The broth- | 
ers Rajiv and Sanjiv have by now proved _ 
| that they have what ittakesto buildcom- | 
| petitive products like the Pulsar models, | 
But the question that everybody is ask- | 
ing now is: does the young (Rajiv) Bajaj 
have the marketing panache to grab the - 

| lead from Hero Honda? | 
Bajaj) would attend, we came across | 
comments that Bajaj (Auto) had neither | 


The battle is at a decisive stage. The 


of the Rs 9,250-crore motorcycle mar- 
ket. Consider the facts. The mid-seg- 


| Ment accounts for nearly 50-55% of the 
| volumes and profits. And that is where | 
Hero Honda's mainstay, the 100cc | 


Splendor, is today what Bajaj’s Chetak 


70,000 Hero Honda Splendors sold 
every month. Moreover, the latter re- 


Can the K-60 
motorcycle help Bajaj- 
Auto regain the 
mantle of India’s 
biggest two-wheeler 
‘maker eby Ranju Sarkar 
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| which accounts for half the motoreycle 
| industry’s volumes and profits, But in 
distance to Hero Honda is one that Bajaj | 
; Auto is unlikely to close unless it can 
take the lead in the large mid-segment | 
| have gone up fronr8,000 (Caliber) vehi: 


| to make some headway here with the 


| Motor Company's 1 10cc Victor grov 
was for 35 years since 1972. Even today, 
every month Bajaj Auto sells 15,000 | 
Chetaks, but that’s nowhere near the | 


| portance. And today, more than ever be- 
mains one of the most profitable prod- | 





ucts in the Hero Honda portfolio, In 
2001, Hero Honda launched Passion to 
replace its warhorse, but that did not 
happen. So, today, Splendor and Pas- 
sion together account for an estimated 
70% of Hero Honda's profits, 

Now, it isn’t as if Bajaj hasn't tried to 
attack Splendor before. It pitted the Cal- 
iber in 1998 and the Caliber Croma in © 
2001 against the Splendor. Butboth had 
initial glitches, that only served to in- 
crease Consumer confidence in. Hero. 
Honda products, Bajaj Auto has beer 
having a poor run in this mid-segment, 





the recent past, Bajaj Auto has managed 














Caliber 115 and Wind 125. Its volumes 


cles in February to nearly 23,500 (Cal- 
iber and Wind 125) today. (So far, the 
damage, if any, to Splendor has been 
done not by a Bajaj product, but by \ 


to 40,000 unitsamonthintwo years. 

Rajiv Bajaj may not be a`master 
strategist, but he is well aware tħat foran 
attack to succeed, timing is of prime im- 


fore, Hero Honda is beginning to look a 















ecdepth Bajaj: Major Hits & Misses 
= Model and launch year 

Boxer (Feb 1998) 
Saffire (June 2000) 
|catber wy 1000 
M80 4S (June 2000) 
Boxer cT (uly 2001) 

Legend NXT (uly 2001) _ 
Chetak as | (uly 2001) 

Caliber Croma (July 2002) 
Boxer AR (Oct 2002) l 
BYK (Dec 2002) 
Eliminator an 2001) 


Pulsar (Nov 2001) 

























— Caliber 115 (March 2003) ae 
Wind 125 July 2003) T 
; S-1 (Due to launch) Jan 04 
K-60 (Due to launch) Apr 04 
4 Scooter models (Due to launch) Mid 04 
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shade vulnerable. After the Munjals dis- 
allowed Honda from increasing its stake 
in their joint venture, the relationship 
has entered an uncertain phase. The 


“Its ability to introduce new products is 


velopment capabilities. For the last two 
years, Hero Honda's new launches 


the mid-segment, it is trying to retain 


likely to be under pressure. 


grappling with their joint venture part- 
nership with Honda. And Project K-60 is 
his main gambit. “When we started, we 


selling two-wheeler for 35 years, and 
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joint venture agreement expires in 2004. | 


constrained by Honda's lack of co-oper- | 
ation,” says an analyst. Apart from the | 
technical assistance that Honda has | 
promised even after the expiry of the | 
agreement, the Munjals have an obvi- | 
ous Achilles heel: no clear product de- | 


haven't quite worked. Analysts say that | 
even as Hero Honda comes under firein 


volumes and marketshare by playinga 
price game in the entry-level segment. 
This fiscal, its operating margins are | 


Rajiv Bajaj was quietly planning his | 
comeback even as the Munjals were | 


asked ourselves ifChetak was the largest | 


Splendor for the next 10 years, what will | 
it take to make the largest selling two- | 
wheeler for the next 10 years,” says Rajiv | 
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BAJAJ AUTO 


Bajaj. He was clear that incremental im- 
provements over existing models would 
not work. So the value proposition had to 
go well beyond that of either the Victor 
or the Splendor or even its own Caliber. 

What will this new 125cc bike mean 
for Rajiv Bajaj? In December 1990, he 
began life at Bajaj Auto focussing on a 
big clean-up job on the shopfloor to up- 
grade quality and increase flexibility. In 
1995-96, Bajaj shifted focus to product 
development. Then, Bajaj Auto was be- 
ginning to face real competition for the 
first time from LML and Kinetic Honda. 
Fortunes had begun to dip with its vol- 
umes in the mainline scooter business. 
Apart from from LML and Kinetic Hon- 
da, anumber of factors were shaking up 
the whole market, and slowly but surely 
breaking Bajaj Auto's stranglehold. 

Says Rajiv Bajaj: “During this time, 
the hike in fuel prices prompted con- 
sumers to shift from scooters to more 
motorcycles, which were more fuel effi- 
cient” Besides, the easy availability of fi- 
nance ensured that two-wheelers were 
more affordable and now different 
members of a family wanted their own 
vehicles. The youth emerged as one of 
most important constituents demand- 
ing stylish and sleek products rather 
than those that were merely functional 
and simple. And as rural markets began 
to explode, motorcycles with their big- 
ger wheels and longer wheelbases found 
favour with the buyers. While the emer- 
ging trends did not favour Bajaj Auto, 
Hero Honda was poised to ride the 
boom. By 1999-2000, bikes formed 
about 43% of the market compared with 
27% just three years ago. By 2003, they 
had crossed 74%. Admits Rajiv Bajaj: 
“We thought motorcycles would grow 
from 25% to 40% or grudgingly, even 
50%. But nobody expected it to jump by 
so much.” To worsen matters, the new 
emission norms further complicated 
the product development process. 

To ride the emerging trends and 
hold on to its marketshare, Bajaj Auto 
desperately needed new products. The 
onus was clearly on Rajiv Bajaj to find 
them. The company hardly had any 
product development capability to 
speak of and most experts had started 
singing the dirge for the company. The 
challenges were significant. One, Bajaj 
simply lacked the technology to make 
quality bikes. Its tie-up with Japan’s 
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Kawasaki, one of the 
world’s largest produc- 
ers of motorcycles, had 
hit a bad patch in the 
early nineties. Two, the 
market was evolving 
quickly - and Bajaj did 
not have a system to 
pick up and use the sig- 
nals it was emitting to 
drive the product de- 
velopment process. 

To handle these 
problems, 15 months 
ago Rajiv Bajaj put together a team that 
began working on a two-wheeler that 
would solve Bajaj Auto’s problems for 
some years at least. Its brief was simple: 
“Find what will be the best-selling bike 
for the next 10 years, be that a scooter, a 
hybrid or a motorcycle.” Rajiv Bajaj 
knew that none of the available motor- 
cycles in the Pulsar-Splendor-Caliber- 
Victor bracket had what it will take to 
dominate the segment for along time to 
come. He realised that if a Motorcycle 
has to do so, it has to be a far superior 
value equation; a bike that consumers 
will immediately take to. 

Bajaj thought if it could develop a 
bike at the price ofa mid-segment steed 
that offers the style and ownership ex- 
perience of a premium product like the 
Pulsar and yet delivers the fuel economy 
ofa Boxer, it could have a potent combi- 
nation. Bajaj Auto knew that this was the 
least it will have to do to achieve its ob- 
jective of redefining the market. As mo- 
torcycle styling goes, powerful and styl- 
ish products can easily cross that thin 
line over into the territory where it is in- 
timidating. “If you get off on the wrong 
foot, you have a problem,” says Joseph 
Abraham, head (R &D), Bajaj Auto. 

But as the product development 
team went about conceptualising its 
killer-app bike, answers began to 
emerge. The initial design was worked 
out by Ravi Darad, Bajaj ’s in-house styl- 
ist, an alumnus of the Industrial Design 
Centre, IIT-Bombay, a keen biker him- 
self. It quickly went till the clay model 
stage, when the team felt that the shape 
wasn't distinctive enough. At that junc- 


Venu Srinivasan, CMD, TVS 


TVS could spring a surprise with its new Centra aimed 


squarely at the mid-range segment 








ture it sought the ser- 
vices of renowned mo- 
torcycle stylist Glynn 
Kerr, a Britisher resi- 
dent in France. “We 
wanted to climb the 
learning curve fast 
(rather than slowly by 
trial and error),” says 
Rajiv Bajaj. For 60 days, Kerr mentored 
Darad and his team, who redid the 
sketches and the layout. “We did not 
want it to be a nondescript product,” 
says Rajiv Bajaj emphatically. 

The biggest innovation in the new 
bike is the engine. Bajaj has evolved the 
DTSi technology (digitial twin spark ig- 
nition). The fundamentals of this tech- 
nology are very simple. Instead of a sin- 
gle spark plug, DTSi engines have two 
which have a staggered firing sequence. 
When the fuel-air charge goes into the 
cylinder and is compressed, the first 
plug fires and the mixture explodes. 
However, a portion of the fuel injected 
remains unburned. That is what the sec- 
ond plugignites. What this means is that 
almost the entire quantity of fuel in the 
charge is burned up. So the amount of 
fuel that would otherwise escape un- 
burned with the exhaust gases is re- 
duced. Compared to single spark plug 
engines, twin-spark engines are easier 
on the environment and produce more 
power for the same engine capacity. 

Traditionally, this technology has 
been used in higher end cars like Alfa 
Romeo and Mercedes Benz, and high- 
performance motorcycles like the 
Ducati. But, this is the first time, claims 
Bajaj Auto, that it is be- 
ing used in a sub-250 cc 
motorcycle engine. In 
fact, Bajaj Auto has ap- 
plied for a patent for it. 
The engine of the new 
Pulsar has delivered 
good using this tech- 
nology. So Bajaj Auto 
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Pawan Munjal, MD, Hero Honda 


Hero Honda is likely to launch a Splendor upgrade and 
could drop product prices to retain volumes 


has plumped for it for the K-60 too. 

What would that mean for the 
buyer? The 150cc Pulsar DTSi upgrade 
does a top speed of 120 kmph against 
111 kmph earlier and does 85 kmpl 
compared to 77 kmpl earlier. “With a 
40% (the Pulsar 150 has an actual dis- 
placement of 143cc) more displace- 
ment, it is delivering 80% more power 
and almost the same fuel efficiency as a 
100cc bike,” says Rajiv Bajaj. That 
sounds like a good deal. The 125cc bike, 
obviously, would offer better fuel effi- 
ciency but less power. The Pulsar deliv- 
ers 13 bhp against 7.5-8 bhp of the 100cc 
bikes. Assuming power output would go 
up in proportion to engine capacity, the 
K-60 should deliver 10-11 bhp. 

As for the looks, that’s where stylist 
Kerr is likely to have worked his magic. 
The challenge was to keep costs down 
so that the bike can be sold for the price 
of a mid-segment bike. Using customer 
inputs, the design has been rationalised. 
Bajaj Auto worked with the best vendors 
and, unlike earlier, it involved them 
from Day One so that it could incorpo- 
rate their advice. All this helped the 
compay achieve its target of making the 
product at the cost of the mid-segment 
bike, which sells for Rs 40,000, and helps 
it earn at least 10% operating margins. 
The bike will soon go into pre-produc- 
tion, and within 3-4 months, will be 
given to selective customers across the 
country for market feedback. And come 
April, it should be ready to take the bat- 
tle to the Splendor and the Victor. 

The stakes are high for Bajaj and if 
this gamble works, the new motorcycle 
would add Rs 1,700 
crore-2,000 crore to its 
topline and Rs 150 
crore-Rs 200 crore to its 
operating profits. 
What's more, it could 
shake up Hero Honda's 
dominance and signal 
Rajiv Bajaj’s coming 
of age. After Victor, 
TVS could spring a sur- 
prise on Bajaj Auto & 
Hero Honda with its 
new Centra. E 


SEBASTIAN JOHN 





The World This Week is back. 
With a more Indian perspective. 
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Fridays 9.30 pm 


The show rated as one of India’s best TV programmes 
THIS WEEK is back. Bigger, better and more Indian. Yes, Fridays, 
\ 9.30 pm. Only on NDTV 24X7. EXPERIENCE. TRUTH FIRST. 





DILEEP PRAKA: 


depth 

Foreign BPO executives are 
coming to India, on rupee 
salaries. What does it mean 
for them and their 
organisations?by Shelley Singh 
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ILL four months back, 29-year- 
old Ethel Graff worked as a 
travel manager with an inter- 
national law firm in Paris draw- 
ing about $3,000 a month. A 
travel professional for the last 


| nine years, Graff knew the job better 


than the back of her hand. Spare time 
and weekends were spent travelling, do- 
ing inland skating and exercising at the 
gym. What she does today is no differ- 


| ent. Except that three months back, 


much to the shock and surprise of her 
friends, she packed her bags and flew 
down to Delhi—her first visit to India. 
Graff is not here on a travel break — 
she is on a one-year work visa to slog at 
the Okhla, Delhi-based BPO firm Tecno- 
vate eSolutions for under 25% of her Eu- 
ropean salary. The salary does not 
bother her. She says: “The cost of living 
is lower in India. I responded to an on- 


BPO 





line ad and and here I am.” Tecnovate is 
a subsidiary of the London-headquar- 
tered online travel agency ebookers Plc. 

The arrival of Graff and 29 other Eu- 
ropeans (French, German, Finnish, 
Norwegian, Swedish, Dutch, Swiss and 
Irish nationals) at Tecnovate’s BPO cen- 
tre has given a new dimension to the 
evolution of the Indian BPO industry. So 
far, US and European companies out- 
sourced only English language BPO 
work to India. In the last 12-24 months, 
when Indian BPO firms got non-English 
business, they set up centres in that ge- 
ography and hired natives to cater to the 
business, For instance, MsourcE, has set 
up a centre in Mexico to deliver Spanish 
work, Progeon will soon be going live in 
the Czech Republic and HCL Technolo- 
gies BPO Services already has centres in 
Ireland and Malaysia from where it ser- 
vices nine languages. While Tecnovate 
with its European and In- 
dian team offers work in 
French, German, Swedish, 
Finnish, Nowegian, Swiss 
besides English. 

In rare instances, BPO 
firms even hired Indians 
proficient in a foreign lan- 
guage to cater to the work 
from India. For instance, 
Daksh eServices has 80 
German-speaking Indians 
who do non-English work. 
But the Tecnovate experi- 
ment — hiring foreigners 
to work in India on Indian 
wages — has been the 
most distinct. If this trend 
intensifies, India could 
well be looking to bite into 
the $65-billion European 
BPO market by 2005. 

But what brings the 


Stian Johansen (Norway), 
Kati Koivukangas 
(Finland) and Ethel Graff 
(Germany) are part of 
Tecnovate eSolutions’ 
30-member European 
team in Delhi. They work 
on travel processes for 
customers in 11 
European countries. 
Tecnovate plans to 
increase the size of its 
European team to 100 
by December 2003 








Europeans to India? While Graff, who 
knows English, French, German and 
Dutch, insists she’s here for the chal- 
lenge of working in the unfamiliar 
emerging market, others come because 
now work experience in India matters. 
Kati Koivukangas, a telesales consul- 
tant, says: “I was working as a hotel re- 
ceptionist in Helsinki. The experience 
here will add to my CV.” That has at- 
tracted other Europeans as well. As BPO 
professionals, they serve their own peo- 
ple from India and also get to travel in 
the country. They expect the experience 
to pay offas India is emerging as a global 
BPO hub. That they are interested is evi- 
dent from the fact that ebookers re- 
ceived 100 applications for five posi- 
tions when it advertised for jobs in India 
in Scandinavian papers. 

Ask Stian Johansen, 27, team leader, 
who landed from Oslo a fortnight back. 
He still can’t get used to the number of 
people he sees on the roads (he studied 


at Lillehammer in Norway which has | 


just 20,000 people!). Johansen is, per- 
haps, the first Norwegian to get a work 
permit to India. For, when he applied for 


one, the Indian mission didn’t have any | 


forms as no one from Norway had made 
arequest for a work visa. 

As Johansen settles down for his 
stint here, others are already planning to 
request for extension of their work per- 
mits. Johansen and Graff’s more experi- 
enced colleague (India experience, that 
is) Koivunkangas, 26, joined Tecnovate 
in January and is already thinking of ex- 
tending the work visa by a year. 

Ifmore like her do so, Tecnovate's ex- 
periment will succeed. Tecnovate's par- 
ent ebookers operates in 11 European 
countries. At least 75% of its $800 mil- 
lion revenues come from the English 
market. It even has a BPO facility in Ire- 
land where it can easily offer multi-lin- 
gual skills. So why did it fly people to In- 
dia to offer services to European clients? 

For one, Ireland is three times more 
expensive than India. The Irish centre 
employs 60 people. In comparison, the 
Okhla office has 650 people, including 
the 30 Europeans. Tecnovate evaluated 
this business model late last year before 
inviting Europeans to work here. 

That the model has worked well can 
be gauged from the fact that Tecnovate 
plans to take its European strength up to 
100 by December 2003. The foreign staff 
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DINESH KRISHNAN 


Daksh’s Limaye: “Non-English BPO is 
Still new. We are testing the waters” 


in India costs Tecnovate under 25% of 
the European wages. It says that com- 
pensation is at par with other Indian 
workers and there is no such thing as a 
hardship allowance. To top it all, Tecno- 
vate'’s attrition rate is just 15% compared 
to the industry average of 35%. The 
model is important on three counts. 

To begin with, Prashant Sahni, CEO, 
Tecnovate, says you can train French- or 
German-speaking professionals in In- 
dia to do the work, but they just don’t 
match up on skills that can get addi- 
tional bookings. He says: “When a per- 
son is aware of the subtle difference be- 
tween a Hyatt and an Orient Mandarin, 
he is able to deliver better. The Euro- 


| peans know this as they have grown up 


that way.” To top it all, Europeans have a 
significant rub-off on Indians working 
with them as it helps the Indians hone 
their skills in the foreign language. 

Destination knowledge is another 
area where foreign professionals score 
naturally. What is the difference be- 
tween Madrid and Barcelona? While go- 
ing to either place, what should the 
tourist look for? Nothing like having a 
homegrown person handling the work. 
Also, car hire is big business in Europe 
and fumbling with differences between 
a coupe and a sports car could well 
mean loss of a client. 

Finally, let's come to the advantage 
of entry cost. BPO companies spend a 
few months and Rs 25,000-35,000 on 
training each employee on countries, 
time zones, people, habits and culture. 
Here again, a European would be more 











oe apike tóng required in voice work is difficult to attain and 
requires nurturing each employee. It's early to zero in on the 

ho right model. As Indian BPO firms mature, clients will soon be 

calling for non-English skills. So will it be smooth sailing? 


at home with Octoberfest or a carnival. | 
Is itheld in Bonn or in Cologne? Actually, | 
the latter. But an agent messing up on | 
such basics could lose customers. “That | 
can be critical in an industry where con- 
version rates (percentage of deals | 
closed) are very, very low. Ours is 25% up | 
from 17% a year back,” says Sahni. | 
So what the company saves in train- | 
ing, it spends in giving the only extra—a | 
company-provided accommodation. | 
| 

| 

| 





Tecnovate rents out apartments in the | 
upmarket New Friends Colony for their | 
stay. Another expense is the cost of the | 
flight bill to Delhi. The company would | 
not reveal how much it spends on this | 
but says that since itis in the travel trade, | 
getting discounts is no problem. 
Tecnovate gains in another way. For- 
eign professionals are able to leverage 
their knowledge of their countries to do 
more bookings than their Indian coun- 
terparts, directly affecting revenues. The 
company expects to save over $2 million 
in the next quarter for the parent from 
this. For travel work, knowledge ofna- | 
tive culture helps. But would it make | 
sense to have locals fly in to do banking, 
insurance and healthcare BPO work? 
The company emphasises that | 





"= wen Cantonese and European languages. At — 
; because finding and retaining talent is difficult. The 


speaking t peakir oeo They coce finance- and dotumenkielated functionsfor 
"European clients. Progeon has 45 Indians doing French and German work. — 
: peg! Sharma, anaes (international sales), HCL Technologies BPO 
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while people can be 
trained on 
processes, there are 
always things that 
natives know better 
or are more familiar 
with. For instance, 
while an invest- 
ment professional 
has to know the numbers well, the vol- 
ume of trades that happen in a Euro- 
pean or US business might be appreci- 
ated better by a native rather than 
someone who has exposure to only In- 
dian markets. That's one reason why a 
lot of high-end work in banking, finan- 
cial services and insurance and other 
domains is yet to come to India. Pawan 
Sharma, vice-president (international 
sales), HCL Technologies BPO Services, 
believes: “Such a trend will increase as 
India matures into a services backoffice 
country.” Sahni adds: “It is an endorse- 
ment of what India as a country is. Food 
is not a problem, caretakers speak Eng- 
lish, bottled water is available and infra- 
structure is improving. Who could think 
of Europeans working at entry- to mid- 
level positions in India?” 

So Sahni is losing no time in expand- 
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Trapping foreign business 
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ing the non-English work in India. Graff, 
a project manager, has four people from 
India in her team who speak French. 
Another will be joining from France next 
month. Graff will also oversee the com- 
pany’s Dutch business, for which the 
company will recruit Dutch profession- 
als in November. Her team checks the 
booking status, does quality control, 
checks validity of fares, travel insurance, 
invoicing and validates tickets issued in 
France. Similarly, Koivunkangas has six 
people in her team, all from Finland. 
They do online bookings, email in- 
quiries, take phone calls and MIS work. 
By December, she will have five more 
Finnish agents. 

Where the model could pay for com- 
panies is in niche businesses (small cen- 
tres) and also where foreign language 
professionals are a 
must. For the latter, 
the company could 
hire Indians who 
speak the language 
and fly down a cou- 
ple of natives — say, 
from Spain, Ger- 
many or France — 
to help polish skills 
and provide cul- 
tural insights. 

But ICICI One- 
Source’s managing 
director and CEO 
Ananda Mukerji 
cautions: “You can 
take it to 100 peo- 
ple. But beyond that, creating scale will 
be tough. Companies will have to look 
at, say, Mauritius for French work. Also, 
from a client perspective, it makes more 





sense to spread out in different places---~ 


rather than concentrate everything at 
one place.” That could be the Achilles 
heel — is it possible to have a 400-seat 
centre catering to European languages 
with natives working out of India? 
Sahni has no ready answers, since 
the model has worked well so far. Word 
of mouth has helped Tecnovate tap Eu- 
ropean talent for the Delhi office. Its tar- 
get of hiring 100 Europeans is really no 
problem. But to derisk, Tecnovate might 
well have to look elsewhere, particularly 
since it is eyeing third-party work. 
Nonetheless, it remains to be seen 
whether the trend of foreigners working 
at entry- to mid-level jobs catches on. i 
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Awarded the Best Institute of Management 
by World HRD Congress 
for the year 2003 





= Rural Management 
- Information Management 


(Open to Graduates who have completed three years de- 


gree course. Students appearing in the final University 
examinations can also apply. 


Origin - The Xavier Institute of Social Service (XISS) 
was started as extension department of St. Xavier's Col- 
lege, Ranchi in 1954 with the objective of training young 
imen and women for Social Work, Personnel Manage- 
ment, Business Managemenrt and Rural Development. In 
1973 the Institute was registred as a separate educational 
society under the Society Act and in 1978 it moved to its 
own campus. Over the years XISS has developed its 
own distinct identity, and intends to train ‘Professionals with 
a Difference’, i.e. professionals who are attuned to the deeper 
aspirations of the common people for justice, who see their 
training as a preparation for true service in society and who 
believe that their own human growth and happiness is 
intrinsically linked with the development of the poor and the 


marginalized. 


Infrastructure - Well stocked library contaning 32,000 
books, journals, encyclopedias, magazines; Computer Lab 
with more than 90 terminals; 24 Hours internet Connectiv- 
ity through VSAT; Classrooms equipped with latest Teach- 
ing Aids including LCD/Multimedia, Projector, Laptop, OHP 
& Sound System; Auditorium, Conference & Seminar 
Rooms; Staff Quarters and Separate hostels for boys & 
girls; Cafeteria for Faculty Members, Students & e of 
institute: P 















All India level written examination through MAT con- 
ducted in all major parts of the country, on 7th December 
2003 and 2nd February 2004. 


i- Also through XAT (XLRI Admission Test), to be con- 


ducted on 4th January 2004. 

-~ Followed by Group Discussion and Personal Interview 
in the month of March-April 2004. 

- Date of issuing admission forms from 15th September 
2003 to 22nd January 2004. 
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pre OMETIME in early 1998, Dipak Chattaraj got a 
ef We dose of globalisation, D.S. Brar style. Chattaraj, 
-who heads Ranbaxy Laboratories’ US operations, 
A, was depressed with the way things were going on 


—_— = 





ring an annualised loss of around $2.5 million buy- 
B” ing generic cephalexin from Eli Lilly, with which it 
hada sourcing deal while its own version was pending ap- 
proval. Given the marketing tie-ups Ranbaxy had entered into, 
it was imperative for it to keep stocks flowing, especially when 
it knew that the US would one day dominate its worldview. 

rar, Ranbaxy president in those days, visited Chattaraj. And 
convinced him to double what he bought from Eli Lilly with a 
promise to underwrite the losses. Brar had made an impor- 
tant tradeoff— between high losses on one side and investing 
in a big market on the other. His gamble paid off; today Ran- 
baxy sells around $25 million worth of cephalexin in the US 
with healthy 5% margins. 

This ability to build new markets globally defines Brar 
best. Along with the late Parvinder Singh, Brar created Ran- 
baxy’s globalisation strategy in the early 1990s. If Singh was the 
visionary, Brar was the one who made it a reality. And demon- 
strated that sitting in India, with its countless drawbacks, a de- 
termined manager can still create an Indian multinational, 
the country’s first. Today, a whopping 70% of Ranbaxy’s rev- 
enues come from abroad, a big chunk ofit from the US. Yes, IT 
firms do have a large topline contribution from overseas. But 
given their business model, they function much like ex- 
porters, booking business abroad and servicing it mostly out 
of India. Moreover, Ranbaxy products fight in markets abroad 
against local or multinational brands and quite a few of its la- 
bels are market leaders in their segments. This activity is sup- 
ported by close to 2,000 overseas employees, six manufactur- 
ing plants outside India, several offices, and the like. Ranbaxy 
executives say that these days their visiting cards open many 
more doors, and last year the venerable New York Times car- 
ried Ranbaxy’s Q3 results on its business pages. All this is a 
measure of Brar’s achievements. And now the MNC builder 
has unveiled Garuda, a vision stretching to 2012, that will fur- 
: ther establish Ranbaxy’s global credentials — not just in geo- 
FRAR Am ĝ graphical spread or revenue mix, but also in the nature and so- 
Y R == ~ 
> <= 3 phistication ofits products. 





One man's 10-year journey in 
search of the holy grail: an Indian 
multinational. What he found, how, 
and what he intends to do now. 

by D. N. Mukerjea 
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Year 


2000 
2001 
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2000 
2001 
2002 


62 (37.78) 
76 (22.58) 
84.6 (11.32) 
300 (37.23) 


Largest selling products: 
Simvastatin, Amoxycillin 
Isotretinoin 


Figures in parentheses are growth in percentage, 2007 figures are CAGR 


The last time round, when Brar slaved to deliver Singh’s 
‘$1 billion by 2004’ vision, he came up against demons both 


within Ranbaxy and without. Between 1977 (the year Brar | 


2000 
2001 
2002 


400 (25.78) 


Largest selling product: 


Cifran 


*BW estimates Ranbaxy’s API and allied businesses not included 


joined) and 1993 (the year the $1-billion plan was hatched), | 


Ranbaxy’s overseas operations were restricted to Malaysia, 
Thailand and Nigeria, though it exported to many others. 
Moreover, around 1993, more than half of Ranbaxy’s business 
was in India; its exports were mostly bulk actives; it had little 


expertise in preparing dossiers for US Food and Drug Admin- | 


istration approvals and it lacked significant presence in the 
developed markets. Brar’s business model —sinkin money to 
create physical infrastructure — was also repeatedly ques- 
tioned. After the euro-issue in 1994, Ranbaxy invested close to 
$100 million over a four-year period globally and, for a while, it 


weighed Ranbaxy’s return on capital‘employed down. But | 
Brar simply stood firm. “There were times when even Dr Singh | 
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thought my model was too capital intensive. But I never wa- 
vered. And today...,” his voice trails off. 

This time, Brar plans to convert Ranbaxy into one of the 
Top 5 generic players in the globe by 2012 with sales of $5 bil- 
lion, of which at least 40% should come from proprietary pre- 
scription products. Getting to $5 billion isn’t only about a 20% 
year-on-year growth over the next decade or so. (When the 
billion-dollar target was set, Ranbaxy was a $180-million com- 
pany. So, historically, it has delivered a high topline growth of 
20%.) If you split the $5 billion into its two parts — generics at 
$3 billion and prescription drugs at $2 billion — you'll notice 
that delivering on the first part will be relatively easy for Ran- 
baxy. Its capabilities are proven there. But in the prescriptive 
products part, the company’s skills are still largely untested. 
Overall, Brar will have his task cut out— battling bigger gener- 
ics players, taking on big pharma in the new chemical entity 


29 SEPTEMBER 2003 


SATYAJIT DATTA 


_ RANBAXY LABORATORIES 





(NCE) game, managing investor expectations, creating al- 
liances, making M&As work and, finally, radically altering 
mindsets within Ranbaxy. 

In many ways though, the Brar that’s planning for 2012 is 
not the same one who pitched in with Singh's $1-billion vision 
or, for that matter, the one who underwrote Chattaraj’s losses. 
Heis no longer Singh's one-man army, but the company’s CEO 
and managing director, and is the only professional in Corpo- 
rate India who is the face of what is still very much a family- 
owned firm. Also, by delivering on the $1-billion-by-2004 tar- 
get — Ranbaxy expects to close 2003 with sales of $940 million 
and breach the target by mid next year — Brar is far more se- 
cure today. He has proved his detractors wrong, many of 
whom thought he didn’t have what it takes to step into Singh’s 
shoes. Brar calls Garuda his last hurrah — by the time Garuda 
nears completion, Brar should have retired. 

The plan began sometime toward late 2000, when Brar 
started “seeing” the billion dollars. He figured Ranbaxy nee- 
ded to plan for its next growth horizon and intensify the drive 
towards globalisation. Brar tossed his ideas at management 
gurus C.K. Prahalad, Sumantra Ghoshal and Nitin Nohria, and 
spoke with analysts and pharma experts at Credit Suisse First 
Boston, Morgan Stanley and Merrill Lynch. By 2002, he had 
roped in McKinsey & Co., and his internal strategy meister 
Rahul Goswami, head (strategic planning). This culminated in 
a conclave between 15 and 18 September 2002, when 39 Ran- 
baxy managers and several consultants gathered at the 
Ananda Spa Resort near Hrishikesh. 

Though he stresses the $5 billion is aspirational, Brar is 
clear that below $4 billion in overall revenues and less than 


30% in prescription and proprietary drugs would be unac- | 


ceptable. “Anything less will make a mockery of our planning 
process,” he lets slip. While that may give Ranbaxy employees 
headroom, knowing Brar, he'll want to go the whole hog. But 
to do that, he'll need to rewire Ranbaxy beyond what he has 
done so far. Ranbaxy will need to al- 
ter its strategy from an opportunis- 
tic one to a programmable one, allo- 
cate resources differently, and have 
a far healthier appetite for risk. 
Above all, it will need to think pretty 
longterm. 

Most of Ranbaxy’s senior man- 
agers have been used to a strategy- 
on-the-go kind of approach — see 
an opportunity and latch on. In fact, 
the Indian pharma business has 
been built around that — adding 
size though smart and timely identi- 
fication of opportunity arising from 
drugs going off patent. But aware 
that that will need to change, Brar is 
losing no opportunity to alter mind- 
sets. Less than a month back, one of 
his managers brought a plan that 
called for a $3-million investment in 
Canada fetching returns of $5 mil- 
lion. Brar sent him back to do a de- 
tailed analysis of the market, how it 





| fits into Canada’s overall pharma business, whether the ener- 


gies spent on this would take away from the larger vision, etc. 
Brar is still to be convinced about the Canada opportunity. He 
admits that five years back, he'd have sanctioned the plan 
swiftly. “From now, we'll have to create value for the future. It’s 
all about making informed choices — small things can some- 
times take away from the larger goal,” he says, intently. 
Different people size up Brar differently. V. Thyagarajan, 
senior vice-president and regional director, GlaxoSmithKline 
Pharmaceuticals, says Brar is able to confront reality and is a 
complete realist. “Pragmatically assessing what should be 
done and what shouldn't be is very importantat this stage,” he 
says. It's a skill that Brar will need to consistently display in the 
days ahead. Sanjiv Kaul, Ranbaxy vice-president (corporate 
affairs) sees Brar as a hard task master — he recalls that in 1984 
when he came back from Kenya and projected sales of Rs 15 
lakh, Rs 50 lakh and Rs 1 crore in three subsequent years, he 
expected to be applauded. Instead, Brar tore him to shreds for 
setting low targets. This too should be handy, as Brar will need 
to align 8,500 employees globally to a single goal and push 
them continuously. Malvinder, Parvinder Singh’s elder son, 
who is regional director (India) and is responsible for giving 
Ranbaxy’s Indian operations a lift, sees in Brar a combination 
ofa man who is carrying his father’s legacy forward, and some- 
one who has increased the value of his shareholding six-and- 
a-half times since he took over. Brar is also “Davinder Uncle”. 
There are also many who dislike Brar. His direct, in-your- 
face style — which is somewhat changing — has fetched him 
his fair share of detractors who see himas an abrasive, intoler- 
ant manager lacking softer skills. It’s no secret that Parvinder 
Singh's father and Ranbaxy founder Bhai Mohan Singh doesn't 
like the Ranbaxy head. And, despite all his achievements, Brar 
is not seen in quite the same way as the visionary Singh was. 
Garuda, if successful, should change that. But even people 
who are most critical of Brar agree his understanding of the 


The global A- team: (L-R) Burema, Malvinder, Chattaraj and Dhawan 
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global pharma business is excellent. In some ways, Garuda, | 


which conveys aggression, spirit and agility, describes Brar 
aptly. It is an eagle, the national bird of a market closest to 
Brar’s heart, the US. 

While Ranbaxy’s abilities to innovate comparatively 
cheaper than players abroad is the fount from which the com- 
pany draws its lifeforce, Brar's strategies are increasingly being 
shaped by two shifts in the pharma universe. The first is a new 
regulatory structure that’s slowly changing the face of pharma 
and the second, a fundamental shift in the nature of the 
pharma industry. Both these are increasingly creating newer 
opportunities for Ranbaxy, at least in the short term, though in 
the longerrun, it could pose a few challenges. Brar admits that 
he'd not have been so bold with his vision had it not been for 
such a favourable immediate environment. 

Consider the regulatory scenario. Unfolding before Brar’s 
eyes is an interesting pattern. As the population in the devel- 
oped markets — the US, Europe and Japan account for 88% of 
global pharma sales — age, there is increasing pressure on 
their governments to give generics greater importance. Take 
the US, which represents half the global pharma business and 


accounts for as much of Ranbaxy’s sales. Last fall, the Senate | 


passed the Greater Access to Affordable Pharmaceuticals Act 
(it’s still awaiting clearance by the House of Representatives). It 





was seen as a huge win for the Generic Pharma Association, a | 
generics lobby. This Act essentially helps bring generics to the | 


market faster by diluting some of the pro-innovator provi- | 


sions of the 1984 Hatch-Waxman Act that originally helped 


generics flourish. This will provide a huge fillip to the generics | 


business in the US. President George Bush’s healthcare re- 


forms are also expected to ensure quicker genericisation sim- | 


ply because generics are cheaper. Read that as advantage Ran- 
baxy. “We should ride the generics wave,” says Brian Tempest, 
president (pharma) at Ranbaxy. 

Meanwhile, in markets such as Japan — it’s the world’s sec- 
ond biggest at $57 billion — the generics business, currently at 
5%, is showing signs of being prised open. The forces at work 
are familiar — increasing healthcare costs and an aging popu- 


lation. So bullish is Ranbaxy on the potential of Japan that last | 


Vice-president (corporate affairs) Kaul: Sees Brar as a hard taskmaster 
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year it picked up a 10% stake in Nihon Pharma Industries, alo- 
cal player (with an option to hike the stake in the future). Ran- 
baxy and its partners are actively trying to get the Japanese 
government to change its perception towards generics. Some 
legislation that is seen as pro-generics has already taken place 
.“Even if the generics market gets to 10% overall in the next few 
years, that’s a huge opportunity for us,” argues Vinod Dhawan, 
regional director (South-east Asia and Latin America), who is 
leading the Ranbaxy effort in Japan. Interestingly, along with 
E. Merck's generics division, Ranbaxy is the only other gener- 
ics company present in Japan today. 

If newer laws are creating one set of opportunities for Ran- 
baxy, developments in the big pharma universe are creating 
another. Here, on the one hand, till 2007, $50 billion-60 billion 
worth of drugs are expected to go off patent. It includes block- 
busters like Zocor ($6.2-billion sales in 2002), Norvasc ($4 bil- 
lion) and Zoloft ($2.9 billion). Even assuming heavy price ero- 
sion, on a conservative estimate, it’s expected to create at least 
a$12 billion-15 billion opportunity for generics companies. 

So, today, if generics account for roughly 10% of the $400- 
billion global pharma business, in future, its share will rise. 
Goswami believes generics will grow at a faster rate — “low 
teens, say 12-14% annually” — than patented drugs, which 
are expected to grow at around 8%. And while it’s always haz- 
ardous guessing market alignment in pharma over a 10-year 
horizon — you never know which blockbuster can come and 
alter all calculations — keeping the existing assumptions in 
place, the overall pharma market in 2007, the midway mark to 
2012, could look like this. Generics at $70 billion representing 
a 12.5% share and the rest at $490 billion (87.5% share.) 

Beyond generics, in the innovator space, there are oppor- 
tunities emerging from the changing strategies of big pharma 
companies, especially in research & development. Currently, 
a somewhat paradoxical force is at work here. Though there is 
more concentration on marketshare among big pharma 
firms, thanks to a rash of M&As, which is, in turn, throwing up 
larger chunks of money for R&D, the big pharma drug discov- 
ery process is under a cloud. Unlike in the late 1980s-early 
1990s, which saw significant breakthroughs like, say, statins, 
there have been virtually no breakthroughs in 
the 2000s. Now, given that the cost of the en- 
tire R&D process, too, has shot up, and fewer 
drugs are being discovered, the stockmarkets 
are forcing big pharma to reexamine its dis- 
covery process. As a result of this (and par- 
tially because of their huge cost structures) 
big pharma is increasingly searching for 
more and more blockbusters (drugs that do 
business upwards of $1 billion) and, hence, 
vacating a space for smaller players. “In other 
words, today there are lots of disease cate- 
gories available, say, in the $100 million-500 
million range, which would be far below the 
radar of big pharma because the potential 
there isn't so high. But it makes perfect sense 
for me to play there,” says Rashmi H. Barb- 
haiya, president (R&D) at Ranbaxy. 

What will allow Brar to capitalise on these 
opportunities is the hard work that’s been put 
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in so far, “The opportunities are 
there for everyone, but our size 
will help us leverage it,” argues 
Brar. What he is saying is that 
once you have critical size, it 
gives you a platform to expand 
further. Take Europe. Though 
the company first entered only 
the UK, it swiftly expanded into 
Poland, Hungary, and the Czech 
and the Slovak republics. Each of 
these are today million-dollar- 
plus businesses — Poland in the 
range of $6 million, Hungary 
around $4 million, and the 
Czech and Slovak republics aro- 
und $8 million each. Peter Bur- 
ema, who heads Europe, Africa 
and CIS for Ranbaxy, argues that 
a flexible strategy helps — for ex- 
ample, in Hungary, Czech and 
Slovak, the company operates 
through agents. But what really 
helps is the manufacturing plant 
at Ireland that the company had 
the foresight to invest in in 1996. 
This feeds the European market. 
At the heart of Ranbaxy’s 
global expansion is a sequential process —first prioritise mar- 
kets, then export there and understand the dynamics of that 
place, then start set up infrastructure there and finally start ex- 
panding. Of course, what has differentiated Ranbaxy from 
others is its willingness to also invest on the ground. This is the 
difference between a mere export-led global strategy and be- 
ing a multinational. A senior rival pharma executive, who has 
closely studied both Dr Reddy’s Laboratories and Ranbaxy — 
the two companies that invariably come up for comparison in 
India, argues that while Reddy's entered the US through an al- 
liance, Ranbaxy had the conviction to sink money in there. 


At Ranbaxy’s headquarters in Delhi’s Nehru Place, the | 


Garuda vision is engraved on brown wooden slabs, and put up 
on walls all round. Yet, most executives are cagey discussing 
the details of it. But here are some broad contours. The first 
significant milestone on the journey comes in 2007, and that is 
what the company plans to focus on for the moment. And 
though Brar is not revealing what those milestones are, it’s rea- 
sonable to assume that Ranbaxy should at least be double its 
2004 size at around $2 billion. And at current contribution lev- 
els, the US should account for at least half, or $1 billion. That’s 
slightly larger than what Ranbaxy is today. So where will the 
growth come from? 

The market expects Ranbaxy to land quite a few successful 
Para IV challenges that allow a 180-day exclusivity, like the one 
it did with cefuroxime axetil, which fetched the company $190 
million between March 2002 and July 2003. Analysts are bet- 
ting that lipitor, Pfizer's blockbuster that did sales of $8.6 bil- 
lion in 2002, will be one such successful challenge. In fact, a 
Smith Barney report that warned that Ranbaxy’s lipitor chal- 
lenge wouldn't be frivolous shaved $10 billion off Pfizer's valu- 





HR head Upendra: Spotting fast trackers for a new MNC 








ation on 21 August. But Brar says 
that given the unpredictable na- 
ture of the litigation process, lipi- 
tor hasn't been factored in the 
Garuda plan. In fact, Brar says 
that only 15% of what all suc- 
cessful Para IV challenges can 
deliver has been factored in. He 
prefers evened out, consistent 
cash flows to ones with sudden 
spikes and drops. So, while suc- 
cessful Para IVs are welcome, 
he'd rather build the business 
with a flotilla of generics. 

Ranbaxy executives ooze 
confidence when they talk of the 
US market. It’s not difficult figur- 
ing out why. When I asked them 
what they thought the three 
turning points in the company’s 
recent history have been, the 
one that came on tops consis- 
tently was the US business tou- 
ching the $100-million mark in 
2001. Ever since Hatch-Waxman 
came in, among generic compa- 
nies, Ranbaxy’s $100 million has 
been the swiftest. All other 
generic players took an average of eight years to reach the 
$100-million figure; Ranbaxy did it in four. Many see this as 
Brar’s finest hour. Datamonitor, a global research agency, pre- 
dicts that between 2001 and 2007, only five global generic 
companies are expected to increase their proportional mar- 
ketshare — Teva, Aplhama, Andrx, SICOR and Ranbaxy. Of 
these, Ranbaxy is expected to grow the fastest at a CAGR of 
23.6%. And while Teva is expected to retain market leadership, 
Ranbaxy’s growth could take it higher up the pecking order. 
Meanwhile, Brar is, of course, hoping to snag at least two 
brands, ideally non-generic and each in the $30-million size, 
in the US over the next 20 months. These, along with pseudo- 
brands like Metformin (an anti-diabetic oral suspension) and 
Dispermox (amoxycillin in dispersible form) — Brar describes 
these as “molecules with an innovative twist” — should ac- 
count for the proprietary part of the business. The expecta- 
tions for this segment aren't too high in 2007, maybe $200-300 
million of the $2 billion. (Circa 2007, you can expect the Euro- 
pean business to be in the range of $400 million. Ranbaxy is on 
the prowl for companies in Germany and France, and hope- 
fully, by end 2004, a few deals will be struck. This is expected to 
strengthen its topline in Europe.) 

But it is expected to kick in a big way post 2007. Interest- 
ingly, that is also the period that could pose some challenges 
for Ranbaxy. Given the horizon, Ranbaxy doesn't have a defin- 
itive plan in place. But here's a likely scenario. There is consen- 
sus within the pharma business globally that after 2007, the 
generics opportunity will suddenly collapse. By then, most 
blockbusters will have gone off patent and because the recent 
years have been bad for drug discovery, there will be none to 
replace them. Some MNC executives expect a rash of new 
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The power of global manufacturing plants: 1. The Ranbaxy plant in China; 2. The plant in the US; 3. The Malaysian facility; 
4. The Ranbaxy team in Nigeria; 5. The Vietnam plant; and 6. The Ireland facility that feeds Ranbaxy’s European market 


drugs to be launched then, but it will take at least another 
decade before they go off patent. That explains why Brar is 
keen that his NCE comes into the market around 2009 —it will 
hold Ranbaxy up. So how far is Ranbaxy away from its own 
NCE? That’ a difficult one. Brar says he could either buy mol- 
ecules (provided, of course, he makes enough money on 
generics) or, with luck, introduce one of his own. Remember, 
Garuda factors in at least one NCE launch by Ranbaxy. 
Outsiders —ex-Ranbaxy executives, analysts, consultants, 
rival executives — say that the biggest challenge for Ranbaxy is 
to ensure that his team, which has essentially been shaped by 
an Indian experience, start thinking completely global. It’s a 
very fundamental shift and goes beyond hiring a few expatri- 
ates. Brar realises that’s one of his biggest challenges. In all his 
conversations, he keeps harping on how he is trying to make 
the environment far more collegial than before. Traditionally, 
Ranbaxy functioned ina pretty centralised manner with Singh 


and Brar taking most of the decisions. But thatis slowly chang- | 


ing and the decision-making process is getting increasingly 
decentralised. One reason is that while Singh had Brar, Brar 
doesn't have his ‘Brar’. Two, Brar’s personality has also changed 
in the last few years. He says he has become far more tolerant, 
and is willing to listen to others patiently. “To create a truly 
global firm, I realise that there has to be a huge diversity of 
opinion at every step — from a command and control set up, I 
am trying to make it more collegial,” Brar says honestly. Mean- 
while, HR head Udai Upendra is busy identifying high flyers 
within Ranbaxy to take up key jobs across the world: so far, 108 
have been identified. 
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In these past four years, since he took over as MD , Brar has 
played out his role with a great deal of finesse. The burden of 
expectations has always been high. He is very close to the fam- 
ily that owns Ranbaxy, but has been careful never to enlarge 
the role he is meant to play. He is always conscious of the fact 
that though he is a “pseudo professional manager” given his 
links to the family, he can never be “pseudo family”. “Strictly 
speaking, I can never be family,” he says. And as he looks back, 
he says that his greatest joy comes from the realisation that he 
has created an MNC. And now, he is increasingly thinking of 
stepping down, sooner than later. “How long can a man fight 
for marketshare...?” he asks. 

So who will his successor be? “Could be Malvinder. He will 
like it; Dr Singh would have liked it. Malvinder is also an able 
professional. But it could well be someone else,” says Brar. In 
many ways, choosing a successor — though technically it will 
be the board's choice, Brar’s word is expected to carry weight 
— will be one of toughest decisions he'll ever make keeping in 
mind the trajectory he has put the company on. 

But till then, it’s very much carpe diem for Brar. Today, it’s 
impossible to predict Garuda’s 2012 outcome. But be sure of 
one thing — the lanky, no-nonsense, some would even say 
grim executive, who joined Ranbaxy from the Associated Ce- 
ment Companies in 1977 as a 25-year-old, whose wedding 
Parvinder Singh would orchestrate, whose relationship with 
Singh wasn't always as smooth as people believe, who still oc- 
casionally weeps for Singh like he did last April while rolling 
out the Garuda vision in the US, is personally convinced that 
he is about to put Ranbaxy into the next higher orbit. E 
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Part of 
the thrill 
of owning 
a PDA 


comes 
from the 
amazing 
variety of 
things 
you can 
do with it 





by mala bhargav 








The lighter side 


of PDAs 


F you've ever been around someone 
who's just acquired a PDA, you'll know 





just how that gadget is the ultimate in | 
bragware. A new owner won't put it | 


down, won't stop talking about it, and 
just won't quit taking it to every cocktail party. A 
colleague of mine reviewed so many PDAs that 
she couldn't bear not to have one. Finally, she 
bought a Palm Zire and found that it competes 
with her mini skirt for attention! 
As for the user’s own attention, part of the 
thrill of owning a PDA is the sheer amazement 


at the variety of things you can do with it —if | 


you wantto. Long ago, in this column, I wrote of 
the hundreds of useful programs that were eas- 


ily “pickoffable” on the Internet to make your | 


PDA a complete business tool. If all a PDA did 


was put your addresses and phone numbers in | 


order, it would make for a sorry companion. 
But the reason some users become inseparable 


from their PDAs is that they discover all sorts of | 
uses they didn't think of— some of which turn | 
out to be decidedly odd. And fun. Here are | 
some peculiar uses my colleague stumbled | 
upon while getting to know her Palm and | 
| Œ Super remote. Now here's a program that’s 


they're anything but business as usual: 
E PDA or pooch pusher? Forget inventory and 


money tracking... your PDA could be used to | 


ward off dogs that come snapping at your an- 
kles for a bit of sport. If that sort of thing regu- 


larly puts you in a bad humour, what you need | 
| to do is download a little utility called Dog-B- 


Gone from freewarepalm.com/misc/dog-b- 
gone. shtml and kindly allowit to emit 241 deci- 
bels of ultrasonic sound. Next, stand back and 
watch the hairy hounds slink away with their 


tails tucked between their legs. That is, if it | 


works. Ifnot, I suppose your ankles have had it. 
E Get a digital shave. You've got to get rid of 
that 5 o'clock shadow. Where do you turn to but 
your PDA? Thatis, if you've downloaded McRa- 
zor from www.mikemccollister.com/palm on 
to the M500 or M505. When it's time for a shave, 


all you do is switch it on. It whirs and vibrates | 
and pretends to be a shaver. The stubble will | 





have to stick until you find a real shaver — but 
meanwhile, see if that familiar sound doesn't 
get you feeling a little more fresh. 

E Take a voodoo break. Of all the bizarre uses 
for a PDA... You can download a program to 
vent your frustration. A voodoo doll, which 
might well be your boss, is at your disposal. 
Poke it to your heart's content and feel better. 
This piece of weirdness can be obtained from 


| www.muddyglass.com. 


E A drink, anytime. With your PDA, you can 
show off your drink mixing skills anytime, any- 
where. You can carry several thousand cocktail 
recipes with you — and they won't take up 
much space either — from dozens of bar pro- 
grams on the Net. Try Master's Drink from 
freepalmdesign.netfirms.com/#MAS. Next 
time you need to prove your margarita-mixing 
prowess, whip out the PDA and look cool. 

E Out forasmoke. If you want to quit smoking, 
try this— have a virtual smoke instead. Get Cig- 
arette v 1.1 from virtualcigarette.freeservers. 
com, choose your brand, and smoke as long as 
you like. Some quitters may find this more tor- 
ture than help, but hey, someone tried. 


meant to turn your PDA into a control panel for 
various devices and gadgets — your TV, DVD 
player and music system. OmniRemote can be 
downloaded from www.pacificneotek.com. 

E What a pet. In Japan, thanks to NTT Do- 


| CoMo, people actually pay money to look after 


a virtual pet. Well, you can do that for nothing 
on your PDA. You can get a virtual pet almost 
anywhere on the Net with a simple search. 

E Mirror on the palm. Straighten your tie, do 
your hair or fix your make-up for that matter, by 
turning your Palm into a mirror. Utilities for this 
are available at www.freewarepalm.com/misc/ 
palmmirror.shtml. 

W Mini shrink. Drive yourself sane — or crazy 
— with your own Eliza from www.ddhsoft- 
ware.com. Ask a silly question, get a silly an- 
swer. Try some psychoanalysis with this piece 
of software. a 
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their magnificent 


ANKAJ Bhargava, physician 
and cardiologist at the Tirath 
Ram Hospital in Delhi, went to 
a shop in February this year to 
buy a new mobile phone. He 
was a reluctant user of the device, but 
his handset had become outdated. 
Bhargava was trying to choose from a 
few blue-screen handsets that were be- 
coming popular when, as if on a brain- 


wave, he asked the dealer ifhe could see | 


a Sony Ericsson P800. “I will 


show you the phone only 
if yo ay wae jp buy, 
K he Qia ‘the ¢ dace 


Bhargava, a die-hard 
Sony fan, was poorer by 
Rs 36,500 soon. 

Bhargava is an ar- 
chetypal Indian; he 
would remember his 
schedule, appointments 
and many of his phone 
numbers. Writing down a 
schedule was a painful exer- 
cise. He would try to reme- 
mber his appointments even 
after writing them down. He had 
had a brief fling with a digital diary 
before, but didn’t bother to renew 
the association after he lost it. 

Bhargava slowly started entering ad- 
dresses in the P800. It was easier to use 
than a digital diary. The device could re- 
mote sync with his PC; he would update 
his address book and schedule on his 
computer, and the phone would pick it 
up as easily as a dog picks up a new 
scent. The phone was handy enough to 
play games on while in the car. It could 
read Microsoft Excel files; Bhargava 
started keeping details of his patients on 
the phone. By now, he has accumulated 
two years’ data on the phone. 

He started writing down his ideas as 
they came on the P800; he surfed the 
Net using his phone, sent email messa- 
ges on Yahoo!. He listened to music, sto- 
red songs in MP3 format. He watched 
video too, putting his favourite movie 
clips on it. “It is not a phone; it’s my en- 
















tertainment centre,” says Bhargava. The 
story was only beginning for him. 

The phone has a camera and Bhar- 
gava has thought ofan application: click 
photos of his patients and put them on 
their medical records. He still has to find 
time for this activity. Meanwhile, he is 
changing the settings on his PC so that 
he can surf on it using the GPRS connec- 
tion (he has to pay only Rs 1,000 for un- 
limited use) through the phone. He has 

just downloaded a piece of software 


‘ Harish 
yagi 


This man knows how to 
combine his passions. 
The Nokia 6310i and 
D211 card are the key 
to wiring his Mahindra 
Scorpio as a virtual 
office. They let him 
send email, listen to 
music — and more 


that will let him view echocar- 
diograms on the phone, but after a sim- 
ple memory upgrade. 

He is trying to use the phone as a re- 
mote control for his audio system, thro- 
ugh a software download. He has also 
downloaded a software that lets him use 
the phone as a camcorder. And he has 
just heard that, again with some new 
software, the phone can be used as a 
mosquito repellant. He will try that out. 
“Every day I find a new way of using this 
phone,” he says. “I would love to explain 
it to anyone who has the patience.” 


OME day, probably not too far in the 


future, your survival kit for a journey | 


may be something that used to be called 
amobile phone. This once-modest gad- 


get is now a black hole that is eating up | 


other gadgets with astounding regular- 
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ity. Not too long ago, the only use of a 
phone other than for calls was as a 
weapon of self-defence, in the crudest 
way imaginable. The phone then got a 
watch, a calculator, an address book, a 
few games. It has recently acquired a 
camera, an MP3 player, stereo speakers, 
full-fledged gaming consoles, Java ap- 
plications and, best of all, satisfactory 
Internet browsing capability. 

At somewhere around Rs 15,000, 
you can get a mobile phone that has 
multimedia messaging service (MMS) 
capability, PDA functions, GPRS and in- 
frared port, apart from devices like 


| stereo FM radios, torch, Java technol- 


ogy, high-speed data, triband and so on. 
Throw in a few thousand more and you 
will get an integrated camera, Bluetooth 
connectivity, larger and better displays 
with 65,000 colours, and so on. One day, 
the self-defence theme could come 
back, butin ways we have not imagined. 

Two events signaled the turnaround 
for the mobile phone: the advent of the 
integrated camera and MMS. The two 
could work independent of each other. 
You could download pictures and send 
them to someone with a ‘hello’ at- 
tached. You could take pictures with 
your camera phone, download them on 
toa PC, and send them as email. But asa 
combination, the camera and MMS 
work wonders. 

Deepak Shenoy, who runs a software 
company called Agni Software in Ban- 
galore, bought a Nokia 7650 last October 
paying Rs 28,000. The motive was 
largely lust: the phone looked good and 
was great to carry around. It had a cam- 
era and MMS capability, but no one was 
offering MMS service then in his city. 

Shenoy used the camera during his 
trips abroad, often impressing his cus- 
tomers. He even helped a client in a 
quick sale of a press in Canada by click- 
ing and transmitting a photo to a 
prospective buyer. But the fun started 
during the cricket World Cup in Febru- 
ary. Hutch started sending him short 
video clips of the matches as they hap- 


vogue 


DILEEP PRAKASH 


pened. “I watched half the World Cup al- 


most live on my phone sitting in my of- | 


fice,” says Shenoy. He even stored some 
of the clips on his PC for a long time. 


Now he uses the camera along with | 


MMS as a matter of routine. 
Bhargava uses MMS rarely; he 


knows only three people with MMS | 


phones, and one of them is his wife. 
Pooja Mahendru, a first year student at 
the Hans Raj College in Delhi, has no 
such problem. She got her first phone 
five months ago. It was a Nokia 7250 
costing Rs 23,500. Her monthly bill now 
is around Rs 3,000, 50% ofit for SMS and 
MMS. She has five friends with phones 
that can handle MMS. 

Young beginners like Pooja crave for 
feature-rich phones. Phone vendors are 
trying to target such buyers aggressively. 


Ashish Mathur, a software engineer at | 


Hughes Software, got himself an Alcatel 
OT 320 recently. Costing only Rs 3,995, 
this phone packed features that few be- 
ginners would have hoped for: small 
size, low weight, lithium ion batteries, 


polyphonic ring tones, games and so | 


on. Mathur uses it mainly for messag- 
ing; about 60% of his bill is for data. 





A phone camera is useful for work | 





too, and not just for executives. Jyothi 
Sagar, the son of film producer Ra- 
manand Sagar, continuously clicks and 
stores photos for use in special effects in 
his studio later. A phone buff, Sagar up- 
grades his handset every six to eight 
months. Kumkum Sharma, a designer 
who runs an eponymous garment ex- 
port company in Delhi, uses a Samsung 
camera phone to transmit images of her 
designs to her customers. Her daughter, 
who goes around the city and the coun- 
try scouting for designs, embroidery 
and other material, instantly transmits 
whatever she sees to her mother for in- 
stant approval. 

Kumkum is not a gadget freak. In 
fact, she finds even simple technology 
not easy to use. “I couldn't use a digital 
camera to shoot and transmit pictures 
using a PC,” she says, “but work has be- 
come simpler with the camera phone.” 









echocardiograms of his 
patients on his Sony 
Ericsson P800. He reads 
Excel spreadsheets on 
them. He also uses it as 
an ordinary cellphone 


The good doctor can read ] 
Bs 
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Both Kumkum and her daughter 
bought the same phones and are on the 
same network. Kumkum is waiting for 
the day she could send MMS to her cus- 
tomers abroad. 


‘FHE A 920, a 3G phone just launched 

by Motorola overseas, was under de- 
velopment for some time at the Mo- 
torola Global Software Group in Banga- 
lore. This phone packs a real punch: it 
has a wide screen (that can hold 20 lines 
of text), 65,000 colours and high resolu- 
tion, a PDA, a gaming console and an 
MP3 player. It allows viewing of video at 
almost broadcast quality. It is also 
among the first phones in the world that 
allows real-time video telephony, the 
next step after MMS. 

In a network that allows such a ser- 
vice (the phone was developed primar- 
ily for the mobile video network of 3, a 

Hutchison Whampoa company, 

in the UK), two users can 
hold a mobile video con- 

| ference. One could hope 
to use it satisfactorily in 
India next year, when 
some operators upgrade 
their network. However, 
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i “Biotechnology & Pharmaceuticals 
Education 
Agro & Food Processing 
Apparel & Garments 
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Chief Minister Shri Narendra Modi adds, 
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_ ideais to combine commerce and culture, 
trade and tradition, and entrepreneurship 
and entertainment. The business 


convention on such a global scale will 


provide the ideal platform for one-to-one 


interaction, facilitating technology transfer, | 


forming of joint ventures and inking trade 
agreements,” 


Gujarat is no stranger to industry. | 


Historically, the state has many firsts to its 

-< credits.. Besides having India's first private 
port - Pipavav and Mundra, Gujarat is the 
first state in India to carry out successfully its 
: tiverlinking project. It has the highest ISP- 
PC ratio, the largest operational OFC 
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Le and Salt: 


poll dren i jaratis 
-a global producer of Castor 
~ Oil, Fennel: seed, Isabgol. . 
A = global 
production powerhouse of: 

; denim, 'drügs and pharmaceuticals, Gujarat 





is the highest poter of pie 


: diamonds. 


Gujarat accounts for 25% ot India’s 
production in Chemical and Petrochemical 


‘sector and 67% of India's salt production. 


Also a leading state in professional research 


in pharmaceuticals, Gujarat polishes 70% of — 


diamonds in India. 
Ideally located with well-developed 


ambassadors of various countries and 


| ports, it provides for offshore and onshore 


t 


i cargo movements catering to a vast Indian 


| market and providing maritime route to the 
i international market. Apart from Kandla and 
| Surat Economic Zones (SEZ), three other 


i 


í SEZs are likely to commence soon. 
7 | Similarly, the LNG terminals at Hazira and | 
_ "We will turn red tape into red carpet. The | 


Dahej will also start operations soon. It is 


i chosen partner for many large. business 
| houses like ABB, AT&T, Bayer, British Gas, 
| Cairn Energy, El Dupont, General Motors, 


| Arvind, Ashima, Birla, Cadila, Essar, L&T, 


Nirma, Reliance, Sanghi Cement, Tata, 
Torrent and many more. 


The Government has been instrumental ` 


in spearheading the national progress in 


_ business, socio-economic, scientific and 
| technological development for more than 
; four decades. It is now now changing gears » 
| for the next level of development, blending 
| tradition and modernity. And to fulfil this aim 
_ the Government of Gujarat is committed to 
Network of 35,000 km and high telecom and 
automobile density. The state provides | 


è Remove all regulatory obstacles 
@ Further reforms and revise and 
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explore the unlimited opportunities in the 
| industrial sectors of Gujarat to review the 
, boundless possibilities and brainstorm the 
, blueprint of success with the private 
` partners. 


| project proposals in the focus sectors. The 
| details about these sectors are available at 
- www.vibrantguiarat.com, 
_ website launched for the summit 
GE Plastics, Ingersoll Rand, Shell, Amul, ` 


| government approvals and initiate 
| companies and goverment to strike the 
_ tight chord for growth. 

A mega industrial exposition 


- industrial strength and opportunities of 
- Gujarat in the focus sectors 


_ dance festival 
"celebration of nine nights of worship of 
_ goddess of universe. An ideal way of 
_ invoking auspiciousness for State well being 
< and business. 


toone maetege The international mega 
"convention will be the first-of-ite-kin 
"presenting 
` opportunities. available 


















investime 
in Gujarat to. tt 


the enormous 







global corporate world. 
Decision makers, experts, dignitarias, 





senior government officials will converge to 


On the shelf will be more than 150 


an exclusive 


The forum will encourage on-the-spot 


‘Showcasing Gujarat’ will display the 





The Summit coincides with the s 
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you could see several fu- 
turistic technologies like this now 
at the Motorola development centre. 
You could see push to talk (a way to 
reach a closed user group at the push of 
abutton), mobile car profile (which uses 
Bluetooth technology to create larger 
phone displays and keypads in the car) 
and seamless mobility (using the mo- 
bile phone to reach any wireless or even 
wired network). 

Mobile phone vendors now pack as 
much as possible into every rupee and 
every gram. Yet they are not pleased. 
They also offer you a large range of ac- 
cessories. Not satisfied, they scout 
around for applications that people can 
use with their mobile phones. Still un- 
happy, they look for companies that can 
help you use your phone in as many 
new waysas possible. 

Nokia, for instance, offers a large 
number of accessories like headset 
camera and music stand. Next quarter 
it’s launching an image viewer that can 
provide wireless connectivity from the 
phoneto the TV. It’s also launching a dig- 
ital pen with which you can write on 
your phone, in your own handwriting as 
if on paper, agpessage that can be sent 
like an MMS or email. And so on. 

Some time ago Nokia had tied up 
with Kodak dealers (who had a Kodak 
picture viewer) to print pictures from 
your phone. You could walk into one of 





Motorola 








these shops, download a picture you 
had clicked with your Nokia to the ma- 
chine, edit them and print them. Now, 
in two weeks, it’s launching another ser- 


vice with Kodak: you can send your | 


phone pictures wirelessly to any loca- 
tion in India and getit printed and deliv- 
ered to an address of your choice. Says 
Sanjeev Sharma, director (marketing) of 
Nokia: “Anything that can go wireless 
will go wireless soon.” 


Wireless service providers and other | 


wireless application companies are on 
their toes too. Hutch and Reliance offer 
video streaming on their networks; 
Hutch recently streamed the Lakme 
Fashion Show in Mumbai to its sub- 
scribers. Tata Teleservices has a team of 
50 developers to write applications for 
the mobile phone. Among other things, 
Tata Teleservices will soon provide Yel- 


low Pages and games with an Indian | 


flavour on the mobile phone. 

July Systems, a software company in 
Bangalore, is ready with a product thatis 
at the heart of this revolution; it lets 
everybody make money while the con- 
sumer makes merry. The operator 
could, ifitwants, let you watch an adver- 
tisement before watching a video for a 
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It offers real-time video telephony, 
the next step after MMS. It also 
has a PDA, a gaming console and 
an MP3 player. The software was 
developed at the Motorola Global 
Software Group in Bangalore using 
this development model 


smaller fee. You can download games or 
other content with various cost and 
usage options. You could get the 
first real taste next month. 


ARISH Tyagi is in many ways 
your typical technology buff. He 

runs Taarak, a security software com- 
pany in Delhi. He loves mobile phones 
and cars. Yet Tyagi is atypical — he 
stretches his passion to the limits. At one 
time, he used to run up a mobile phone 
bill of Rs 40,000, that too after hefty dis- 
counts from Hutch. His love for cars 
cannot be the topic of this piece, except 
for the fact that Tyagi tries to combine 
his obsessions whenever possible. 

It makes no sense to talk about his 
‘mobile phone’. He has several. In the 
last one year he has bought five expen- 
sive Nokia phones, a Motorola V-Tac, a 
Panasonic camera phone and a Re- 
liance phone. At the moment he uses a 
Palm Pilot and two phones: a Nokia 
Communicator and a Nokia 6310i. He 
uses the Communicator to receive 
faxes, email and other work. The Nokia 
6310i is connected to his other love. 
Tyagi lives in Ghaziabad has to drive for 
at least an hour to reach the city, and he 
thinks it’s too much time wasted. He has 
a Mahindra Scorpio that is big enough 
to be converted into a small office. He is 
refurbishing the car; it will be sound- 
proof, have a worktable, several hun- 
dred metres of wiring, state-of-the-art 
audio systems from Alpine, and so on. 

Each back seat will have aircraft ta- 
bles and large screens. There is a screen 
on the roof too. He can send email and 
SMS messages, make calls, listen to mu- 
sic or do virtually anything that he can 
do in the office. At the centre of every- 
| thing are two Nokia products: the 6310i 
and a D211 card. The phone interfaces 
with the head unit (the player), which is 
used to dial and display, His computer 
| connects with the external world using 
the D211 card. Mahindra calls the vehi- 
cle the Scorpio CEO. Is the CEO the vehi- 
cle, Tyagi or the phone? | 
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ed rise, the markets decided to 
take a walk on the other side, 


in three trading days from 

a Thursday, 11 September. 
Then, over the next two days it regained 
80-odd points. 





when we have to decide whether to sell 
a share or hold it. At that time the Sen- 
sex was at 3686.34 points. As we 


two months. Every time markets 
plunge, there is that doubt: cor- 
rection? Or something more? 
Where are the markets headed 
now? Nobody who answers that 
question is your friend. So lets 
look at what your strategy could 
be in this situation. 








The Case For A Correction 
After the 50% increase, the Sen- 


FTER four months of unabat- | 


and the Sensex lost 240 points | 


In July, we had talked about the in- | 
decisiveness that usually plagues us | 


i 


went to press this time, it was at i FU & MF equi 
4235.35, up 566 points in exactly gs fy 2, 






| Figures in Rs crore 


4990.8 
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sex has seen in last four months, isa5%- | 


odd fall in three trading days all that sur- 
prising? Let's look at the evidence. 
What is driving the current rally? 


| 
l 


| 


ANTHONY LAWRENCE 








Correction’? 


Or Something more? 


markets like Hong Kong, South Korea, 
Singapore, Malaysia and India (See ‘BSE 


| Sensex Vs The World Markets)look far 


| more attractive. So FII money is flowing 


For one, foreign institutional inves- | 
tors (FHs) are bringing in big money | 
every month (See ‘FH & MF equity in- 


vestment trends’). Fils invest their funds 
globally. Now, the US economy is still 


| 
i 
| 
| 


not showing clear signs of improve- | 


ment, but there are still concerns over 


| job losses and slow demand. Emerging 
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there. And that is one of the things dri- 
ving the Sensex. 

Mutual funds, too, are getting back 
into action. In August, their net invest- 
ments in equities were Rs 403.38 crore. 
But in the first 13 trading days of Sep- 
tember they have been net sellers to the 
tune of Rs 562.6 crore. If you look at the 
larger picture, this can be seen as 
part. of profit booking, which 
makes the markets sustainable 
in the long run. If you compare 
the FH and mutual fund (MF) 
net figures, the MF money looks 
insignificant. But if you look at 
the gross inflows and outflows 
they are not and indicate portfo- 
lio churning and profit booking. 
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et ee Tii 4834  & (uly 2003: gross purchases: 
rn, 62.6 g Rs 2,642 crore, gross sales: 
Apr03 May Jun Jul Aug upto 2 Rs 2,571 crore; August 2003: 
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.§ gross purchases: Rs 3,148 crore, 


gross sales: Rs 2,745 crore) Now, after al- 
most three years of being net sellers, 
MEFs’ equity asset bases are growing 
again. (See ‘MFs were net sellers’). 

Fund managers think that the Sep- 
tember results will be better as some of 
the effects of positive monsoons and the 
demand pick-up will be visible. Says 
Birla Sunlife equity head Paras Aden- 
wala: “This time the kharif crop is ex- 
pected to be a bumper crop, and it will 
add to the demand.” Retail participa- 
tion and domestic institutional buying 
is another factor driving up the markets. 

Historically, it has been a testing 
time whenever the Sensex has been in 
the 4400-4600 levels. Only during the 


_. tech boom did the markets rise deci- | 


sively to cross this level and reach an all- 
time high of 5924.31 points in February 
2000. This time, however, the rise is 
broadbased and is borne out by the fact 
that the BSE-100 and the BSE-500 have 
risen 46% and 61%, respectively, in the 
last four months. 

So how will the markets move in the 
near future? Kotak Mahindra AMC di- 
rector C. Jayaram says: “The market is 
fairly valued now and one has to lookat 
specific sectors. We have increased the 
weightage of pharma stocks in our port- 


folio.” ICICI Prudential CIO Dilip Mad- | 
gavkar declined to predict anything on | 
the valuations, but said that forthe long | 


term the outlook is positive. Birla Sun- 
life's Paras is bullish on the overall mar- 
kets but advises on booking profits from 
time to time. What they also pointed out 
is that a correction — when people book 
profits and again try to get in at lower 
levels — is good for the market. 
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BSE Sensex vs world markets 
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627.41 744.76 18281 
1,282.58 1,548.48 23.53 T 
538.56 763.63 41.791 








8,069.86 9,567.34 18.55 T 


1,348.30 1,887.25 39.97 T 

3,684.80 4,299.00 14.76 1 

7,986.72 10,887.03 36.317 
But Can The Rally Go Bust? dian market could be hurt. 


Nobody is talking about a bust as yet. 
Confidence is high as there have been 
buyers even at the higher prices, But it 
would be naive to take FII money for 
granted. Despite the negative data on 
employment, productivity in the US has 
been rising. And the Dow has gained 


Typically, the end of a bull run ál- 
ways starts as a. correction, which, by de- 
finition, is temporary. But are there any 
factors that could end the bull run? 
Some of the fund managers told Busi- 
nessworld that they were worried about 
politics. With the general elections 
about 17% since April. If strong signs of | scheduled for next year, the BJP-led gov- 
revival of US economy begin toemerge ernment at the Centre might put major 
it is possible that FIIs would move their _ decisions on hold if it does not do well in 
funds back. And if that happens, the In- the state elections this year. One fund 
7 oo oo, | Manager said the Ayodhya issue that has 
MEs were net sellers , atendencyto come alive during election 
| : a œ — time. These things have negative impact 
| roi = a a | internationally and that could affect the 
| | stockmarkets. The disinvestment pro- 
; cess, too, has constantly been under the 
_ scanner and the valuations of such com- 
_ panies keeps oscillating. 


` | So What Could Be Your Strategy? 
| It makes sense to believe in the bulhrun 
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dnsurance is the subject matter of solicitation. 













for some time, but keep booking some 
profits from time to time. It takes very 
little to turn a correction into a crash. In 
such a scenario, you definitely don't | 
want to find that you have not booked 
any profits at all. 

The last time the markets were at 
around this level was in February 2000. 
Look at the Top 15 shares then and now 
by market cap (See ‘Big Caps’) and their 
P-E ratios. There are some interesting 
new entrants this time around like ICICI | 
Bank, SAIL, HDFC, Gail, Bharti Tele- | 










small-cap companies by market cap 


Ventures. Is there a clue from the P-E 
valuations and the ranking? Does it 
make sense to follow the experts? 

Forward P-E numbers are estimates. 
Trailing P-Es (Price earning ratios based 
on EPS for the last four available quar- 
ters) is mostly relied on. Again, the P-E 
ratio itself is a basic analysis tool, but is 
widely used and is, therefore, useful 
when seen in context of industry P-Es 
and past numbers. The thumb rule is 
that your growth estimates should re- 
flect in your P-Es. 















1383.00 


985.60 | 
92.50 71.14 15.99 | 
525.65 127.26 11.23 | 
217.35 104.08 33.96 | 
312.95 12.98 7.95 | 
68.65 81.61 8.79 | 
130.10 127.25 18.21 | 
258.60 57.88 3.49 - 
72.80 38.53 6.05 


282.05 
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Meanwhile, it is interesting what the 
MFs are buying. Based on the portfolios 
on last day of August 2003 and July 2003, 
the table (See page 60) shows the Top 15 
shares in which there was net buying by 
MFs in August. Look at the profits and 
sales for Q1 of 2003-04 and the annual 
change to look at the recent perfor- 
mance. Can you spot possible winners? 

It is also worth taking a look at the 
Top 15 shares the MFs were offloading 
in August. Maybe there are winners in 
shares in which MFs are booking profits 
and you could buy at lower levels. 

Remember this rally began with 
small-cap (market cap: Rs 500 crore or 
less) and mid-cap stocks (market cap: 
Rs 500 crore-1,500 crore) and then 
moved up to higher market cap stocks. 
Small caps are generally under resear- 
ched, meaning there could be nuggets 
waiting to be found. But their liquidity is 
also not that good. That means that it 
might not be possible to exit them ina 
hurry. Looking at mid caps and small 
caps could be one possible strategy. 

The markets discount even near fu- 
ture expectations. Still, it may make 
sense to look at financial results to judge 
how a company has fared. The better 
the company, the better its prospects in 
a bull run and even in a falling market. 

Yes, you want to make the maximum 
money from the current rally but there is 
this fear that markets may crash from 
these levels. My friend Dileep has in- 
vested most of his money in two MF 
debt schemes..One interesting thing he 
did sometime in April was that he joined 
a SIP plan in which Rs 2,500 from his 
debt fund is put into an equity diversi- 
fied scheme every month. This way he 
hasn't missed the equity boom com- 
pletely and he does not have to worry 
about timing the market. 

Dileep discussed his portfolio with 
me. Should he put alumpsum in equity- 
diversified scheme now? Should he in- 
crease the amount of money that is go- 
ing into SIP every month? Ifyou look at 
the absolute returns of the top schemes 
in equity-diversified schemes, it's like a 
dream — so far (See page 71 for mutual 
fund performance). Dileep does not 
have the time or inclination to track the 
market and maybe he is already. doing 
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IO] companies by market cap capitalisation 
Now (15 Sep 2003 Sensex 4193.83) 

















POE E E T er A 1 594.05 7.93 ra 
Reliance Industries === 2 403.3 13.13 
3 378.1 6.86 

4 183.85 - 23.62. 

5 4,027.55 26.18 
6 1,105.65 30.48 
7 423.8 6.81 
8 790.85 13.74 
9 970.85 20.78 
10 33.8 53.85 
“Hindustan Petroleum 11 390.35 8.39 
moea 2 484.05 16.41 
Bharti ‘Tele-Ventures si 13 62.1 1,453.21 
i 14 134.8 6.86 
-ICICI Bank 15 183.05 8.68 
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the best thing. Is there a strategy here 
that meets your needs? 

The markets may still have lot of 
steam and stock valuations may still 
have a lot of upward trend but this rally 
has seen a 50% jump already in four 
months. So correction at different levels 
might be your chance to buy in. But tim- 
ing the markets is tough, so a strategy of 
putting money at different times is more 
workable. This holds good even if you 
have booked profits and are looking to 
reinvest the funds in equities. What dif- 
ferentiates one person from another is 
the ability to take risk. Playing around 
with profits is relatively easier com- 
pared to risking your savings. 


If you were to ignore the rise and 
look at 4400 levels, itis a level that Indian 
markets first saw in April 1992. This time 





around along with the good economy | 


story, one thing to note is there are no 
disturbing developments immediately 
visible. George Bush doesn't seem to be 
keen on another war. India and Pakistan 
are also seem to be fairly busy with do- 
mestic issues. Bank deposit rates of 
about 6% and even company deposits 
of 9%-10% mean that to earn good re- 
turns on investments one has to work 
for it and only equity markets provide 
that opportunity. 

The easiest way is to look up the top 





MF schemes in equity diversified, bal- 
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Then (15 Feb 2001 Sensex 4437.99) 





5 158.95 4.72. | 
3 422.1 17.5 
8 177.8 5.99 | 
2 218.9 36.3 | 
4 6497.1 79.52 
1 2943.3 127.31 | 
9 244.25 5.81 | 
6 822.75 21.16 | 
15 676.45 43.41 
7 639.65 55.05 | 
10 182.35 5.82 
11 377.95 25.52 | 
12 243.7 90.34 
13 343.05 6.78 
14 1,002.75 24.89 


anced and debt and, depending upon 
your risk profile, allocate your money 
amongthe well-known funds. To ensure 
that your risks are further diversified put 
your money in more than once scheme 
in any given category. 

If you are into direct investments in 
equities, the rewards can be signifi- 
cantly higher or lower. There is a thrill in 
managing ones’ own investments and if 


| you have the attitude for it and are in- 


clined to do some research then your 
chances of success can be more pre- 
dictable instead of being just random 


| events. Ability to invest in equity means 
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you can live with volatility in prices and 
also managing your expectations as to 








Insurance is the subject matter of solicitation. 
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* Based on July-August 





the kind of return one expects. 

The other point is about research. 
Now I don't mean that you sit in front of 
computer with Excel sheets. Reading 


> annual reports is something one should | 


< do but even this comes later. 
For a start this is what you can do: 
When you are reading about a company 
in a daily or magazine, it makes sense to 
relate the information with the share 
price and its movement around that 
time. Over a period of time, this gives 
you a fair idea of companies in terms of | 








144.66 2,109.90 175.20. 
116.99 | 5,796.77 3,631.33 
111.83 11,143.5 479.50 
109.48 1,036.00 30.93 
104.17 1,081.98 330.12 | 
69 1,174.67 180.49 
66.94 559.65 143.44 
60.23 584.29 21.74 
52.9 1,155.50 286.30 
47.88 27,845.24 1,329.59 
46.79 1,355.00 51.00 
46.13 537.43 175.78 
45.27 2,256.06 394.94 
38.63 7,780.37 1,765.68 
564,12 7947 


50.61 313.9 62 
28.71 91.63 25.37 
23.59 546.07 105.27 
21.9 805.17 60.14 
20.99 470.01 84.26 
20.93 2,135.78 122.5 
11.96 379.88 136.65 
11,53 2502,59 49.15 
11.02 992.89 50.9 
7.42 34.81 3.49 
7.13 164.4 26.42 
6.61 38.74 3.46 
5.71 223.89 44,95 
5.52 52.95 4.48 
5.44 


for all open ended mutual funds. ME buying/selling dates provide 


| 


pas prices and their movements. The 
| Netisagreat place to check out financial 
information on any firm — most have 
their results on their websites. 

You could go to the Sebi website 
(www.sebi.gov.in) and in the EDIFAR 


section enter the name of the company | 
| tor than they do when buying shares. 
| When the markets take the drunken 
| man’s walk is as predictable as the 
| course of the walk itself. Research, indi- 
| cators and data all provide clues that 
information and analyses. You will be | 


and get the financials. Corporate results 
are also available at the websites of the 
BSE (www. bseindia.com) and the NSE 
(www.nse-india.com). 

Many private portals also provide 
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| surprised that many people who buy 


stocks based on others recommenda- 


| tion will not know what are the different 
| businesses the company is into. If you 
| have the inclination, you will find the 
| time. Most people do more research 


when buying a television or a refrigera- 


can help you make the rightchoices. W 
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Late tax refund pays less 


T HE income tax department has announced that from now on, income and cor- 


































porate tax assesses will get a 6% interest on delayed refunds as against the 8% 
they were getting earlier. 
Ifthat seemed like a bad news, relax. The tax department has also brought down 
the interest rate that it charges you for delayed tax payments. As a tax assessee, you a : 
can now pay a lower interest of 12% on delayed tax payments against the earlier 15% i THE SCRIP SHUFFLE 
This reduction in the rates of interest — payable to the assessee and chargeable Bi to A group Ato BA group 
from the assessee under various provisions of the Income-Tax Act, Wealth tax Act and : 
Expenditure Tax Act — have come into force with the promulgation of the Taxation 
Laws (Amendment) Ordinance 2003 on 8 September. a 





The future’s bright, says Crisil 


MANUFACTURING UP! sector is expected to see stable, 















i Die a even positive growth. 
STEEL. To § grow ‘by 5-6% over over 2003- 05 | Infrastructure, mainly hou- 
CEMENT at 8-£ 9% in 2003- -04 | sing, will push the steel and en- 
rate | | 


on A gineering sectors, says Crisil. 
ENGINEERING Moderate growth of 5-6% i in 2003-04 Cement will grow at 8-9%. Steel 


Robust over next 3 years. Formulation ; : ies 7 
exports to grow at a healthy 10-12% has a big market in China; engi 


See -| neering can look to road pro- 
A aLI Medium and heavy vehicles to grow at 


B VERICLES a CAGR of 5% over the next 3 years | jects in Iraq and other countries. 


REE za In auto and related sectors, 
ilies y' Cars to grow at 5-6%, scooters at less 


Cleat kya) than 10% and motorcycles at 15-18% | Commercial vehicle makers face 


long-term pressure, while B- 
AUTO. To grow at a CAGR of 8-10% over the : 
i ANCILLARIES ae 3 years segment cars can expect major 
growth. Auto ancilliaries are on 


an upswing given the booming 
domestic car market and increased out- 
| sourcing of manufacturing to India. 
| But the best performance will come 





PHARMA 











| 





ERE’S another indication that your | 
H investments are on the uptick. | 

Crisil’s August 2003 issue of Insight 
talks ofa sustained turnaround in busi- | from a high-tech industry: pharmaceu- 
ness in 2003-04. Because, for the first | ticals, international revenues are rising 
time since 1996, the credit rating agen- | and many bulk drugs will go off-patent. 
cy’s upgrades outnumber downgrades. | After the week's battles with bears, that's 
More importantly, the manufacturing something for the bulls to rejoice. a 
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| Guaranteed double benefit - ING ; 
_ Payment i in case of death and on maturity 
i © Flexible maturity benefit - Received in a single 
lumpsum or in 3 or 5 annual instalments 
3 Premiums waived in case of death 
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Capital gains 





ITH the revival of the 
stockmarkets over the last 
few months, investor con- 
fidence has improved and 
many are looking at the 
market again. But they 
ought to be aware of their tax obliga- 
tions from trading in securities. 





Concessional Tax Rate on Long-term 
Capital Gains 


Capital gains are treated as long-term if | 


they come from selling shares and units 
of mutual funds and the Unit Trust of In- 
dia (UTD after holding them for more 
than 12 months. Long-term capital 
gains are calculated after indexing the 
cost of the share or unit and are taxable 
at a concessional tax rate of 20%. But 
one can pay tax even at 10% provided 
the long-term capital gains is computed 
without indexing the cost of listed secu- 
rities or units. The indexation of costs al- 
lows you to adjust your purchase price 
for inflation (indexed cost = cost of 
shares X (current index value/ index 
value in year of purchase). There is a cost 
inflation index for every year. (To see the 
cost inflation index of a particular year 
log on to the Personal Finance section at 
www.businessworldindia.com.) 


Exemption From Long-term Capital 
Gains Tax 

Section 10(36) introduced by Finance 
Act, 2003, provides for a tax exemption 
on long-term capital gains from: 





m Equity shares that are constituents of 
the BSE-500 index and are purchased 
on or after 1 March 2003 but before 1 
March 2004; and 

m Equity shares allotted through a pub- 
lic issue on or after 1 March 2003 but be- 
fore 1 March 2004. So, those who bought 
Maruti Udyog shares through its IPO 
will not have to pay any tax if they sell 
these shares after holding them for 
more than 12 months. 


Save Long-term Capital Gains From 
Being Taxed 
The long-term capital gains on securi- 
ties and units can be saved by invest- 
ment under Sections 54EC or 54ED or 
54F of the Income Tax Act. 

Under section 54EC, LTCG shall be 


| exempt from tax if you invest your gains 


from the sale of shares or units within six 
months in any bond issued by National 
Bank for Agriculture and Rural Develop- 
ment, National Highways Authority of 
India, Rural Electrification Corporation, 
National Housing Bank, or Small Indus- 
tries Development Bank of India. The 


| bonds have to be redeemable after at 


least 3 years. If only part of the capital 
gains are invested in such bonds, then 
only that part shall be exempt. 

Under section 54ED, long-term cap- 
ital gains shall be exempt from tax ifyou 
use it within six months to buy shares or 
units through a primary issue. Also, 
these shares have to be held for a period 
of one year at least. Under Section 54ED 


| too, only that part of the capital gains 
that is used to buy shares through the 


primary market will be ex- 
empt if part of the capital 
gains are invested in the pub- 
lic issue, then only that part 
will be exempt. 

Under section 54E long- 
term capital gains from the 
sale of shares and units will 
be exempt from tax if you use 
the sale proceeds from shares 
and units to pay fora residen- 
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| 


tial house. You can get the exemption if 
the house you are paying for has been 
bought within a year before or two years 
after the date of sale of shares or units. 
The exemption also holds in case you 
are planning to use the sale proceeds to 
build your house within a period of 
three years. 

Also, this exemption is available if 
the assessee owns not more than one 
house on the date on which the securi- 
ties/units are sold other than house pur- 
chased for the purposes of section 54F 
Also, the residential house bought or 
built using long-term capital gains can- 
not be sold before three years from the 
date when it was bought or built. 

Long-term capital gains will be ex- 
empt in the same proportion as the part 
of sale proceeds you use to pay for the 
residential house. For example, Lets 
consider that you receive Rs 10 lakh 
| from sale of shares and your long-term 
capital gains amounts to Rs 2 lakh. Now 
if you use Rs 8 lakh (meaning 80% of the 
sale proceeds) for constructing or pay- 
ing for your residential house then out 
of your long-term capital gains, 
Rs 1,60,000 (80% of Rs 2 lakh) will be eli- 
gible for exemption. 


Set-Off Capital Losses Against 

Capital Gains 

You can set off long-term capital gains 
against the losses you have incurred on 
your investments. If you cannot set 
them off in current year, you can carry 
the losses forward to the next year. 
| There are some restrictions on setting 





The Finance 
Act, 2003 
provides tax 


exemption to 
long-term equi- 
ty investments 
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off current year’s as well as brought for- | 
ward losses under the head capital | 
gains. You can set off short-term capital | 
loss against short-term capital gains or i 
long-term capital gains. You can set off 

long-term capital loss against long-term | 
capital gains. But, according to the 
amendment made by Finance Act, 
», 2002, youccannot set offlong-term capi- 
tal loss against short-term capital gains. 


Planning For Capital Gains Tax In The | 
Dematerialised System | 
Earlier, when shares used to be in a | 
physical form, you, the investor could | 
decide which share (depending on the | 
date on which they were bought) to sell. 
Suppose you acquired 100 shares of the | 
same company on four dates:on 1 Janu- | 
ary 1997 at Rs 300 per share, on 1 Janu- | 
ary 1999 at Rs 250 per share, and on 1 | 
January 2000 at Rs 350 per share, and on | 
1 January 2003 you were allotted 100 | 
bonus shares. 

If, on 10 April 2003, you sold 100 | 
shares, you could choose which set of 
100 shares to sell as the specific shares 
could be identified by the distinctive 
numbers on the share certificates. Un- | 
der the physical delivery system, if you | 
wanted to sell the shares bought on 1 
January 2000, you could do so. That | 
helped plan capital gains. 

But, with dematerialisation of 
shares, there are no distinctive numbers | 
any more. So, at the time of sale, the | 
first-in-first-out, or FIFO method is fol- 
lowed. What that means is that the share 
which comes into the dematerialised | 
account first is supposed to be sold first. | 
if in an existing dematerialised account | 

| 





old physical stock is dematerialised and | 
entered at a later date, under FIFO, the 
basis for determining the movement 
out of the account is the date of entry 


It would appear that under 
demat you cannot choose 
which lot to sell from the 

shares of a particular com- 

pany purchased at different 
times. But it can be done 


| were sold from this ac- 


| cise the option you had in physical 
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into the account. It will, 
therefore, appear that 
under dematerialisation 
you cannot pick and 
choose which lot to sell 
from the shares of a par- 
ticular company pur- 
chased at different times. 
But this can still be done. 
Let me illustrate by an ex- 
ample. 

If, say, 2,500 shares 


Date of credit 
to demat 
account 


count (See ‘The demat 
account’), then the pe- 
riod of holding and the cost of acquisi- 
tion of the first 2,000 shares should be 
from 25 May 1997 and the purchase 
price on that day, whereas the remain- 
ing 500 shares will be treated as having 
been acquired in November 1985 at the 
relevant cost. So, you cannot choose 
which set of shares you want to sell. 

Unless, that is, you open more than | 
one account with the depository. In that | 
case, if you bought shares of the same | 
company at different prices at different | 
times and want to sell from a specificlot, | 
you can do so. This is possible by open- | 
ing more than one dematerialised ac- 
count in the name of same person with 
the same depository. 

In the event that you want to sell the 
shares you bought on 10 June 1997 first, 
you can transfer 7,000 shares to your | 
other dematerialised account in your | 
name and then sell the shares from the 
first account. Under Fifo, the shares 
dematerialised on 1 June1997 and 5 
June 1997 are transferred to the other 
dematerialised account and the shares 
bought and dematerialised on 10 June 
1997 are supposed to be sold. 

Therefore, you are still able to exer- 


shares and you will not be 
charged capital gains tax for 
transferring 7,000 shares to 
your other dematerialised 
account from the first one. 


| 
| 
| 
| 
| 
| 
i 
{ 
| 
H 
i 
| 
| 
| 
Capital Gains On Bonus | 
Shares i 
Under Section 55 of the In- | 
come Tax Act, the cost of | 
bonus shares are taken as nil | 
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The demat account 


Particulars Quantity 





and the cost of original shares remain 
the original purchase price. Therefore, if 
you purchase 100 shares of a particular 
company, say, ‘XYZ’ at Rs 600 per share 
cum-bonus, you shall be getting 50 
shares as bonus since the company has 
announced bonusin the ratio of 1:2. The 
cost of 100 original shares shall remain 
to be Rs 60,000 whereas the cost of 
bonus shares shall be nil. 

A bit of tax planning. Suppose you 
have earned capital gains of Rs 20,000, 
long-term or short-term, and you want 
to save tax on it. You may sell 100 origi- 
nal shares at the ex-bonus price of, say, 
Rs 400 per share. So, you will incur a loss 
of Rs 20,000 on original shares and this 
can be set off against the capital gains. 
The capital gains on bonus shares re- 
ceived can be used for setting off capital 
losses brought forward from past years 
or incurred in the current year. 


Shares Acquired Before 1 April 1981: 
You have an option to take the ‘fair mar- 
ket value’ as on 1 April 1981 as the cost of 
the shares that were acquired before 
that date. Similarly, you have the option 
to take cost of acquisition of bonus 
shares allotted before 1 April 1981 as the 
‘fair market value’ as on that date. So the 
cost of acquisition of bonus shares allot- 
ted before 1 April 198] shall not be taken 
to be nil, but shall be taken as ‘fair mar- 
ket value’ as on 1 April 1981. & 


Vinod Gupta is a practising chartered 
accountant and a tax expert. Send your 
queries to tax@bworldmail.com. 
General issues from the queries are 
taken up in the column 


LIC’s JEEVAN SHREE -I 


(T. No. 162) 


ug 

a fe gd WR ‘ 
va -agar 

Y Ac C Ra? 


@ Guaranteed Additions @ Rs.50/- 
per thousand for the first 5 years 

@ Bonus from the 6th year on 
declaration basis 

@ Maturity benefit : Sum Assured + 
Guaranteed Addition + Bonus on 
maturity 

@ Loan facility 


@ Death benefit : Sum Assured + 
Guaranteed Addition + Bonus 

è Accident benefit : Upto Rs.25 lakh 
(under all policies) on payment of 
additional premium 

@ Term Assurance rider available 
for additional risk cover 


FOR SUCCESSFUL WOMEN 
& 
MEN TOO. 


by Life Insurance Corporation of India 
pei orean as arer oft, reef è ae 4 


Insurance is the subject matter of solicitation 








303-04 


K 







O have you recently tried to get 
a home loan? If you have, I am 
sure you went through a lot of 
confusion before you could fi- 
nally get a fix on which one to 
take. You would have faced sev- 
eral problems. Where to take a loan? 
Which bank provides the cheapest 
loan? Will you get the required amount 
on the loan? Is it wise to take loans on 
variable or fixed interest rates because 
of speculation on bottoming out of in- 
terest rates? Unless you are a financial 
genius, choosing your home loan lender 
will be tough. 

First, you must realise that the 
lender cannot be decided on interest 
rates alone. 

Here are a few guidelines to help you 
take a better decision: 
a) Housing finance companies (HFCs) 


and banks calculate eligibility differ- | - 


ently. For instance, some lenders are 
very comfortable with self-employed 
people and their loan eligibility calcula- 
tions reflect that. 

On the other hand, some lenders 

have special schemes for people draw- 
ing salaries above a certain value. In 
many cases, the amount the lender is 
willing to give will override interest and 
other considerations. 
b) Choose a lender who has pre-ap- 
proved the property you are planning to 
buy. This ensures relatively easier dis- 
bursement formalities. 


c) In case of a property that is being | 





resold, it is advisable to show the draft 
documentation of the property to the 


potential lender before confirming your | 
choice. Some lenders may have some | 
specific requirements, which your seller | 


may not bein a position to fulfil. 
d) Some lenders do not fund property 
under construction. Some banks are 


uncomfortable making part payments | 
| principal amount while the remaining 


on self-constructed property. 
e) Always check whether the lenderis fa- 
miliar with home loan procedures. 


Many banks which advertise for home | 


loans are often not conversant with the 
procedures involved. 

This problem is especially glaring in 
the case of some nationalised banks. For 
these banks, home loans is only one of 
the many activities that they undertake. 


Whilst the bank itself will have a lot of | 


experts who know this product inside 
out, this expertise is rarely available at 
the local branch level. This leads to 
avoidable delays, especially at the dis- 
bursementstage. 

Now let us turn to the cost factors: 

f) Never take a loan where the interest 
rate is stated on annual rest basis. All 
leading home lenders now calculate in- 
terest on a monthly/daily-reducing ba- 


sis. There is no difference between | 


monthly rest basis and daily rest basis of 





interest calculation. 

g) You should know how to calculate the 
equated monthly instalment (EMI) for a 
given interest rate to ensure that the 
stated interest rate is indeed being ap- 
plied. EMI refers to the money you pay 
to your lender every month by way ofre- 
payment of the loan. A part of this EMI 
goes towards repaying your outstanding 


amount goes towards payment of inter- 


| est on that amount. An easy way to cal- 


culate the EMI is to use the function (Fx) 
formula in Microsoft Excel (See ‘Easy 
EMI In Excel’). 

h) Also, always take into account the up- 
front fee. This fee could be called ad- 
ministration fee, sanction fee, legal fee, 
technical fee, file fee or commitment 
fee. Some banks may levy documenta- 
tion or consultation charges as well. 
This adds to your total effective cost of 
the loan. (See ‘How Upfront Fees Add To 
Interest Cost’) 


| i) Most lenders provide loans up to 90% 


of the cost of the property but the defin- 
ition of cost of the property varies from 
lender to lender. While agreement value, 
stamp duty and the registration charges 
are standard inclusions in the cost of the 
property, some lenders also include the 
society charges and deposits with statu- 


How unireut fees add to interest cost 


: If the customer is paying 1.8% fee, he normally assumes it amounts to 


peer» 0. 12% (which is 1.8% divided by 15 years) to the stated interest cost. It — 
actually adds about 0.35% to the effective cost. A simple rule of the thumb could | 


give you approximate results 


to effective cost of loan: (2X upfront cost as % of loan amounttenure 


Addition 
of loan) + 0.05% 


In the above example, this would be (2 X1. 80%/15) + 0.05% = 0.29% i 


Freebies you can bargain for 


Free Cash Waiving of Free Free 

accident discounts processing insurance of unemploy- 

insurance fee/pre- property ment 
payment insurance 
penalty 
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Personal finance 


However, in actual practice, the opera- | 


tory authorities in the cost. 

Please note that all large lenders 
work their EMIs on a monthly/daily-re- 
ducing basis. It is advisable not to take 
any loan where the interest rate is calcu- 
lated on annual rest basis. 

In any. case, currently, only a very 

small number of lenders offer rates on 
an annual rest basis. Second, most loans 
are being taken on a variable interest 
rate basis. This means that the interest 
rate applicable to your loan will go up or 
down depending upon the changes in a 
reference rate, which is usually the retail 
rate of that bank. 
j) Another thing you need to keep in 
mind is the prepayment charges 
charged by the lender. Most borrowers 
end up partially or fully prepaying the 
home loan and hence, a prepayment 
charge adds to your total cost. Other 
things remaining equal, you must 
choose the lender who does not charge 
a prepayment charge. 

In an environment of intense com- 
petition, lots of lenders offer incentives 
to attract the consumer. (See ‘Freebies 
You Can Bargain For’) 

Having understood the nitty-gritty 
of home finance, let us now take a look 
at the variable and fixed rate debate. 
Most home loan consumers taking new 
loans today are signing a ‘variable rate’ 
loan today. 

In theory, the operation of a variable 
interest rate loan seems simple. If the in- 
terest rate goes up, your interest rate 
goes up proportionately and vice versa. 


Easy EMI in Excel 





| 
| 
| 
i 
| 
i 
j 
| 
{ 
| 
| 
| 
| 
| 
i 





tion of the variable rate loan is not all 
that easy to understand. Let us now take 


a look at some of the complexities in- | 


volved in it: 

1) Tracking the movement of the ref- 
erence rate: The interest rate paid by 
the consumer during the tenure of the 
loan is based on the movement of the 


reference rate, which may be equal to or | 
lower than the PLR (prime lending rate) | 
of banks. For example, a bank's declared | 
reference rate for a 15-year home loan | 


i 









may be 9.25% and the PLR may be |. 
10.75% (reference rate is 1.50% below | 


the PLR of the bank). Today, it is com- 


mon for consumers to obtain better | 
rates than the declared reference rates | 


of the banks. 

It is important for the consumer to 
know that such lower negotiated rates 
can be linked appropriately to the refer- 
ence rate so that there is no confusion 
when the reference rate changes. 

In the example given above if the 
consumer negotiates a rate of 9% from 
the bank, he must ensure that the refer- 
ence rate mentioned in the documentis 
1.75% below the PLR. This would ensure 
that the applicable interest rate can be 
found automatically in case of move- 
ment in the PLR. 

So before you sign the documents 
for your home loan, always make sure 
that the reference rate is explicitly men- 
tioned in the agreement. 

2) Reset dates: Another complication 


reference rate is to be taken into account 
for passing it on to the consumer. (See 
‘Reference Dates’) 

As a consumer, you must remember 
that the reference rate could move in 
your favour or even against you. While, 


' by and large, the home loan industry 
_ has high transparency levels, some 


is the date on which the variation in the | 

















| Calculate the payment for a loan 
+ based on constant payments and a constant interest rate 


| Rate is the interest rate per period for the loan 
| Formula result= (42687 57738 





i aS SATE GREETS 


= -12,667.57738 
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banks have fallen short of the standards | 
outlined above. Some banks. have a. 

vague variation clause, which talks: 
about the rate being variable without 
even specifying the reference rate, let 


| alone talk about the variation mecha- 


nism or reset dates. 

So what can home loan consumers 
do to safeguard their interest? First, they 
should read the sanction letter/loan 
agreement before they sign it. As dis- 
cussed above, they must also read the 
variation mechanism and ensure that it 
is transparent. 

In view of the soft interest rate ex- 
pectations, | would recommend that 


__the consumers should sign up a variable 


rate loan so that they can benefit from 
any future reduction in interest rates. 
However, as the sayirig goes, eternal vig- 
ilance is the price of freedom. So you 
must always keep track of what is hap- 
pening in the home loan market so that 
you can switch to fixed rate loans if it 
seems as though the interest rates are 

bound to increase. 
Wishing you luck on your home 
loan-shopping venture! = 
Harsh Vardhan is the CEO of 
Apnaloan.com, a lender neutral market- 
place for loans and credit cards. He caribe 
contacted harsh@apnaloan.com 































Indices 





BSE 200 
L BSE 100 
“S&P CNX 500 








55i 

Whirlpool 

EIH 

SAIL 

Zee Tolofiims 
Gillette 

Mukta Arts 

NHT 

Titan industries 
BSES 
Hexaware Tech, 
Punjab Tractors 
Wipro 





Restle india 


infosys 
Ranbaxy 
Matrix Labs 
Wipro 
Castrol india 
Bharat Forge 
Colgate 


Closing figures 


_CNX Midcap 200 
Closing figures as on 18 September 2003 


Shares With High P-E Ratios 





Kotak Mahindra YS PO 
Closing figures as on 147 September 2003. P- E has been calculated on the basis of the earnings of t e lasi 


Shares With High P-BV Ratios 


; Hindustan Lever 


Sun Pharma 6.6 
Closing figures as on 17 September, 2003 


18 Aug 03 


Sector Indices (30-day change) 
% change indices 


1601.51 1398.22 








524.45 BSE HC 1895.65 
2111.63 BSE TECk 911.87 
1043.00 BSE PSU 2621.94 
1156.35 BANKEX 1931.23 




























Closing fares a as on 18 September 2003 








Price (Rs) P-Eratio Change (h)  52-week IRs} 
30-day High/Low 
145.35 234.40. $5.70 151/54 10B 
2105 140.30 -9.46 29/14 Federal Bank 
< = 80.80 250/154 Videocon inti 
56.70 -30. 64. : 61/6 Bank of india 
48.70 -9.90 124/16 J&K Bank 
= 48.50 -9, 55 555/260 Syndicate Bank 
-43.00 16.40 104/42 Chennai Petro. 
42.00 27.06 196/93 Kochi Refinery 
36.70. -4.07 87/50 Vijaya Bank 
36.30 | 10. 91 375/191 Andhra Bank 
< 35.70 2 259/78 Mirc Electronics 
33.20 : » 201/108 Gujarat Minerals 
32.60 30.17 ` 1;762/791 Apollo Tyres 
28.60 10.4 265/127 GE Shipping 








Price (Rs) 





- BBV ratio Change (4) S2-week [Rs] 





30-day High/Low 
1.26 618/456 Pentasoft Tech. 
} 200/135 CES 
4,873/2,420 Pentamedia 
1,075/485 Sst 
902/103 Morepen Labs 
ody 761/797 Videocon Inti 
238/183 JOT 
-540/152 HFCL 
= 461/120 IDBI 
15 537/260 Nagarjuna Fert. 
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World Indices (30-day change) 


Indices % change 








Closing figures 





Dow Jones 9545.65 
FTSE 100 4293.00 
Nikkei-225 10990.11 
Hang Seng 14140.05 
KLSE Composite 747.00 0,02 


Closing figures as on 18 September 2003 


Shares With Low P-E Ratios 


1 52-week (Rs) 
end 


Price {Rs} Change f% 


30-day 


F-E ratio 





quarters. 


Shares With Low P-BV Ratios 


Price (Rs) P-BV ratio Change (%) S2-week IRs} 








Closing figures as on 17 F Sopteniber 2003 





Mutual Funds 





Scheme 


eae Se ee ee eee MF ACTION IN AUGUST 














Gmonths  lyear 2 years © 3 years SIP (Rs crore) : 
Company 
EQUITY: DIVERSIFIED a. ee 
Reliance Vision _ TOP 20 SHARES BOUGHT 
HDFC Top 200 | Maruti Udyog 
Franklin India Prima | Of & Natural Gas Corp. 
DSPML Opportunities | Bharat Petroleum Corp. 
HDFC Equity | Bharti Tele-Ventures 
Templeton india Growth _ Infosys Technologies 
HDFC Growth Fund | Grasim Industries 
Birla Advantage | Satyam Computer 
Alliance Equity 55.82 39.46 -0.8 88 305.89 ese ae 
Franklin india Bluechip 64.74 í 731 kate 
eee $ Ae ES ndian Qi Corp. 
Magnum Multiplier Plus 
is IPCL 
Franklin india Prima Plus i 
a E A A E ea eect Corporation Bank 
ICICI Bank 
BALANCED: EQUITY-ORIENTED State Bank of India 
HDFC Prudence EE Bharat Electronics 
; HOFC Bark 
DSPML Balanced 
Bal -HDFC 
ae bist i Century Textiles & Inds 
ee a Crompton Greaves 
ntal teici Bala Hero Honda Motors 
Magnum Balanced $ A A 
Canganga i 
Alliance '95 : TOP 20 SHARES SOLD 
Sun F&C Balanced | Moser Baer India 
FT india Balanced Zee Telefitrns 
HDFC Balanced Fund Nestle india 
K Balance Unit Scheme '99 | Associated Cement Companies” 
ee yee O E R : Gujarat Ambuja Cements 
DEBT: MEDIUM-TERM (Sen oa OUE n 
E T | Jammu & Kashmir Bank 
Templeton Income Build » IBP Company 
HDFC Income Fund | Mahindra & Mahindre 
Sundaram Bond Saver _ Hexaware Technologies 
Prudential ICICI Income _ Raymond 
Grindlays Super Saver | Aptech 
JM Income Fund-G | LEC Housing Finance 
Birla income Plus | Glenmark Pharmaceuticais 
Templeton India income l — Bank 
DSPML Bond Retail oo es 
ite ieee a | ETC Ne : 
; pos | Maharashtra Seamdess 
Magnum incor De T ete pat | UT Bank 
As on 16 September 2003 s-am 
Rate of returns are in % and annual figures, except for the 6-month rates, which are absolute. in | 
each category, schemes with the largest corpus (and not having any single investor with more The Top 20 listings above are based.on data 
than 25% of the holding) are ranked in order of 1-year return. SIP (Systematic Investment Pian): relating to all open-ended mutual funds 
Returns on Rs 1,000 invested on the 10th of every month in the scheme for the last 12 months. | Source: Value Research india 
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Bank Fixed Deposits 


46-60 days 61-90 days 1-2 yea 2-3 years 3-6 years > years 


ICICI Bank 

Allahabad Bank 7 
Punjab National Bank 
Kotak Mahindra Bank 
HDFC Bank 7 
State Bank of India 
Canara Bank 

Bank of Baroda 

Standard Chartered Bank 
Citibank : : ) 
Figures are interest rates per annum (%) a Ton Source: Client Associates 
















Company Deposit Rating Watch 


interest rates interest 
@: per annum} payment options 


Current 


Companies instrument {old rating) 


Company 


RATING CATEGORY - AAA OR EQUIVALENT dyear 2years 3 years Kotak Mahindra 








Cholamandaiam invest. & Finance Co. 00 MONIC Primus 
Bajaj Auto Finance MONIC. NTPC 
IDB! MgC. ‘ 
HUDCO ; QHN Rural Elect. 
HDFC . 650 © M/Q/HN/C Corporation 
RATING CATEGORY - AA OR EQUIVALENT SE Investment 
EN boae ep ime Q : DHFL Vysya HF 
Ashok Leyland Finance “MQic——_SCséCTata Iron & Steel 
Chambal Fertilisers and Chemicals Qe. * Developing implications, FD; Fixed deposits 

A : ICRA: MAA & LAA (High safety), LAAA (Highest 
PNB Housing Finance DA Q/HYIC safety), MA (Adequate safety) 

Crisil: AAA (Highest safety), FAA & AA (High safety, FA 

M: monthly; Q: quarterly; H: half-yearly; Y: yearly; C: cumulative Source: Client Associates (Adequate safety), +/- means comparative 
Delhi Rental and Capital Values Mumbai Rental and Capital Values 
Revival of interest is mainly in South Dethi, Noida and Gurgaon. The in- South Mumbai: demand driven by expatriates, MNCs and foreign banks 
crease in demand in the near future would lead to slight firming up of on a leave & licence basis. Extensive construction in Bandra (W), Khar, 
capital values for quality property Juhu, Andheri (W) has increased supply in lower- to mid-sized segment 
















3 Rental value {apt} Capital values, 
Location (Re/month) iRs/sa. f) 


Cuff Parade, Churchgate 


Rental value {apt} Capital values 


Location {Rs/sq, ft) 


Guimohar Park, Def. Col. 





Mayur Vihar Phase | Worli, Prabhadevi 
| Chittranjan Park Bandra, Juhu 
Gurgaon Grade A Powai 
Gurgaon Grade B i *The rates give ,800 sq.ft apartments. Delhi rates are of 
Noida Grade A i 1400-2000 1,800-2,500 sq.ft apartments except Mayur Vihar (1,200-1,800 sq. ft) 


Source: Cushman & Wakefield 


Health Insurance Your Insurance 


(For Red lakh Premium comparison*** {Rs} Maximum ~ Max. entry No claim . Hospitals Coverage Age for med; Family 
coverage) {Entry age] cover {Rs} age lyears}) . bones covered days** exam. (years) discount 


„60 40 









PSUs 
Cholamandalam 
Bajaj Allianz 

Royal Sundaram 
aif salary “ZRS 5 10, 0 
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Term Insurance 


Maximum age 


Maximum age Minimum sum FOR LIFE € 
al expiry assured Prominin 


(30/25) (46/20) (50/10) (56/1 


PolicyAnsurer 






of entry Temes possible 








HDFC Standard Life ! l | 
Level Term Insurance 3,050 5,119 8,320 12,600 
ICICI Prudential 3,043 5,111 — 8198 N.A. 
Max New York Life l i 
Till Age 60 Policy Rs 2. 501 lakh 3,220 i 5,650 10,000 12,150* 
Birta Sunlife A | 
Sta nd Alone Term Rs 2 lan 3,160 5,150 | 8,790 13,100 
Life insurance Corp. ae 145, o : a ! l ; 
NOTES: 1. Any y critical il iliness detected after the policy has — taken will not have any impact operas to be smaa g Source: Client ena 


2. Free look period is of 15 days for all policies as per the Irda regulations *Cover is for a five-year period 


Your as aren 


Ce limit (Rs) Free cr. 
Minimum 


Credit Cards 


Joining 
Cord fee {Rs} 






































Annual 
fee (Rs} 


Cash witidrawal 
oherges 


Accident Cover (Ra! 
Road Air 


Rollover Cash 
period” int. (% p.m.) imit (%) 








ICICI Gold 1,500,000 Rs 75 or 2.5%#+2.95% int. 
HSBC Gold 4,000,000 Rs 100 or 2.5%# +2.95% int. 
Stanchart Exec. 800,000 Rs 80 or 2.5% # +8% surcharge 
HDFC Bank Gold 2,500,000 Rs 150 or 2.5%#+2.65%*int. 
ICICI Silver 600,000 Rs 75 or 2.5%# +2.95% int. 
HSBC Silver 1, 500 ,000 Rs 100 or 2.5% # + 2.95% int. 
Stanchart Classic 400, 000 Rs 75 or 2.5%# +8% surcharge 
HDFC Bank Silver 400,000 Rs 150 or 2.5% #+2.65%* int. 
SBI Int! Card O00090, Re T5 or 2:25 +2.95% int. 


Rack rates have been given above #Whichever is higher *For HDFC accountholders: 2. 45% “in days Source: Apnaloan.com 


Home Loans 


Bank/HFi name 





Floating Upfront fees {9%} 


RO! (%)  EMP* (Rs) ROE (%}  EMP* (Rs) 


Prepayment charges 





On part prepayment: Nil. 2% charge on transfer to 


State Bank of india _ another financier 
c _ On part prepayment: Nil. 2% charge on transfer to 
ation Bank _ another financier 
< Citibank# On part prepayment: Nil. On foreclosure 2% on out- 
standing balance and amounts prepaid in last 4 year 
IDBI On part prepayment: Nil. 2% charges on foreclosure 
l of loan i : 
HDFC On part prepayment: Nil. 2% charges on transfer to 
another financier 
H On part prepayment: Nil. On foreclosure 2% on out- 
ieie Finance standing balance and amounts prepaid in last 1 year 
Standard Chartered# On part prepayment: Nil. 2% charges on foreclosure 


ofloan ecto 


#Salaried only **EMI per lakh for Rs 10 lakh loan Source: Apnaloan.com 
Disclaimer: Every effort has been made to ensure the accuracy of all the information in this section. The advice provided in this section is intended to help you understand 
the general issues. However, the reader is advised to consult a financial, tax or legal professional before taking any significant investment decision. 


Banks, insurance Companies & others can send their data to personalfinance@bworkdmall.com 
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inception, with 
Nalco has taken a a 


spirit, are he allm rks of Nalco. 


Gi An 
National Aluminium TES Limited 


(A Government of India Enterprise) 
www. nalcoindia.com: 


: TRULY WORLD CLASS 


Aluminium Ingots, Sows, Billets, Wire Rods, Strips, Rolled Products, Calcined Alumina, figdrates, Special Alumina Chemicals and Zeolite 
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State Feature 





Ioa 





The Land Of Resources 


rissa, the land of rising sun with glorious past, in 

heritage, culture with history of ancient trade is 

bestowed with rich mineral, forest and marine resources. It 
is one of the richest states in terms of mineral reserves. It also has a 
long coastline, which provides an abundant reservoir of aquacultural 
resources. Orissa’s advantages are based on its large untapped min- 
eral possessions, abundant power at competitive tariffs, skilled 
labour, harmonious industrial environment and a Government re- 
sponsive to the process of industrialization. But natural calamities 
like cyclone, floods and drought have played havoc with its economy 
for many years. Last cyclone almost wiped out 
decades of growth and the state had to be rebuilt. It 
was a very daunting task successfully handled by 
the Government under Chief Minister Navin 
Pattanaik. 


A Congenial Industrial Climate 
Even with this entire conducive atmosphere Orissa 
is still to achieve the expected industrial develop- 
ment. The IPR-2001 is a landmark document, which 
builds on the inherent strength of the State’s 
resources and focuses on creation of a facilitative 
and hassle free environment for industries. The mis- 
sion of the IPR is to create a business climate condu- 
cive to accelerate investment in industry & infra- 
structure projects; raise income, employment and 
economic growth in the state; reduce regional dis- 
parities in economic development. The following sectors have been 
identified as priority sectors. Electronics, Telecommunication, In- 


formation Technology and IT enabled services, Agro and marine-based 


s 








Navin Pattanaik 
Chief Minister, Orissa 





industries, Biotechnology, Craft, Tourism, Mineral, and Fly ash based 
industries utilizing a minimum of 25% by weight of fly ash as base raw 
material. Similarly greater focus is on creation and improvement of 
infrastructure like ports, railways, highways & roads. These efforts have 
started yielding results and many projects in aluminum & steel sector 
are at various stages of implementation. 


Industrial Resurgence 

The new policy has already led to visible results in 
a number of areas. Work has begun on the million 
tones per annum alumina project of Sterlite Group 
involving an investment of approximately $ 1 bil- 
lion. Utkal Alumina of the Aditya Birla Group is 
also likely to begin work on their alumina plant of 
the same capacity soon. As many as ten steel 
projects are now at various stages of approval. A 
large number of sponge iron plants have already 
been commissioned with many more in the pipe- 
line. Cargill India Ltd. will soon be completing 
work on their large vegetable oils complex at 
Paradeep. The project involves an investment of Rs. 
150 crores. Besides Paradeep is poised to become a 
petrochemical complex in the near future. A 9 million tones per 
annum Oil Refinery plant is being set up at Paradeep by Indian Oil 
Corporation at anestimated cost of Rs. 8312 crores. 


= = Bauxite Mining at Orissa 


State Feature 
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The state already has a strong industrial base of core sector indus- 
tries. The latest entrant is Neelachal Ispat Nigam Limited at Duburi, 
Jaipur. Total capital outlay of the project so far has been about Rs. 2000 
crores and is targeted to produce 4,92,000 tonnes of pig iron and 5,98,000 
tonnes of steel per year. A number of large agro-based projects such 
as fruits and vegetables processing units and sugar projects have come 
up in the State. 

The small-scale industries of Orissa provide the main employment 
generation in the industrial sector of Orissa. The Government is fi- 
nalizing a package for the rejuvenation of this vital sector. The 
emphasis in the package of measures including induction of modern 
technology, infusion of fresh capital, training for the employees, mar- 
keting support and quality assurance. Similarly the Handicrafts sec- 
tor of Orissa, whichis, reputed world wide for the quality of its skills 
and the beauty of its products is also being revitalized through a 
number of measures aimed at adoption of modern manufacturing 
skills, product innovation and marketing support. 


Moving Ahead With Infrastructure 
IDCO, the infrastructure arm of Orissa Governmentis playing a piv- 
otal role towards industrial and economic growth of the State. IDCO 
has been meeting the infrastructure re- 
quirements of industrial projects since 
its incorporation in 1981. For tiny, SSI 
& medium sector projects, IDCO has de- 
veloped land and built-up sheds in 66 in- 
dustrial estates in different 
strategic locations. For large 
& mega projects IDCO has 
been providing land acquisi- 
tion services. In recent years 
IDCO has made available 
land to NINL, Oswal Chemi- 
cals, Sterlite Industries, 
Zindal Strips etc. A Special Economic Zone at Gopalpur has 
been planned for developmentas a joint venture of IDCO & 
Tata Steel. IDCO is also keen to develop few infrastructure 
projects in the areas of roads, bridges & bypasses in public- 
private partnership format. 


Infotech Vision 

“English speaking quality manpower has been one of the 
strengths of Orissa which has profitable uses in the areas 
of information technology & biotechnology,” says Rajesh 
Verma Managing Director IDCO. The Export Promotion 
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K. V. Sing Deo 
Minister- Industries 





Industrial Park at Bhubaneswar, known 
as INFOCITY, has been established 
and commissioned to create high 
quality infrastructure facilities for 
setting up export oriented industries, 
with a special emphasis on IT related 
industries. This 205 acre IT park also 
houses Infosys Bhubaneswar Develop- 
ment Centre. IDCO has also con- 
structed a 3.2 lakh square feet Fortune 
Towers in 2002-2003 for meeting the 
ready-to-use space requirements of IT/ 
BT units, corporate Houses etc. There 
is also a proposal to set up a Biotech Park in the city. Establishment of 
a Food Park is under way at Khurda, 28 kms from the State Capital, The 
first road project of the State under commercial format, i.e. 
Bhubaneswar Integrated Road Network Project for providing bye-pass 
to Bhubaneswar-Cuttack cities and to provide a direct corridor be- 
tween Bhubaneswar and Cuttack has been launched asa collaboration 
between IDCO & IL & FS. Bhubaneswar. 


A.U. Singh Deo 
Minister- IT, Stee!, Mining, Tourism 


Rich Heritage 

Handicrafts, handlooms and fine arts of Orissa have a large bearing 
in State's economy. Ekamra Haat, modeled on Delhi Haat has been setup 
by IDCO on 5 acres land in the heart of Bhubaneswar, which show- 
cases Orissa’s rich culture, crafts & artifacts and provides a direct 





The story of Orissa Mining Corporation is success story written underground. 

Established four decades ago in the mineral-rich state of Orissa, today OMC is a leading public sector 
undertaking of its kind in the country. 

With a committed work-force of 7,000 employees in its 26 units. OMC is engaged in the mining of 


various ores like iron-ore, manganese, chromite, limestone etc. And more than half of the Company's 
turnover comes from exports of chromite & iron ore-thereby earning valuable foreign exchange for the 
country. Over the years, OMC has achieved a place of honour as one of the largest producers and 


exporters of mineral ores in India. 


ACHIEVING SUCCESS THROUGH MINING 


THE ORISSA MINING 
CORPORATION LIMITED 


(A Government of Orissa undertaking) 

Head Office: OMC House 

Bhubaneswar-751001, Orissa, India. 

Cable: ORMIN-CORP. Phone: 402370, 402639, 402744 
Telex: 0675-201 Fax: 0674-401629, 411889 
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The total investment of Tata for betterment of Orissa, over the last decade. 


TATAS f A ORISSA 
PARTNERS ILL § PROGRESS 


Revitalising weak units in Bamnipal 

Ushering in prosperity in villages through 
chrome project in Sukinda 

Providing medical aid to hundreds of villagers 


Funding Lifeline Express, the hospital on wheels 


which reaches to remote villages in Orissa 
Imparting education in numerous villages 


Rural Development's Forestry programmes 
including eco-protection and pollution control 
Tata Relief Committee, providing emergency relief 
to numerous villagers 

Contributing huge sums to the State Government 


exchequer every year 


A BETTER, GREATER ORISSA. THAT'S THE TATA DREAM. 


K SOURCE: COMPANY DATA, SINCE 1991 


TATA STEEL 
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marketing outlet to artisans. Inaugurated in Nov last year it also of- 
fers accommodation for artists from other states who come in regu- 
larly to showcase their work. As pointed out by Asit Tripathy, Secre- 
tary Tourism ‘Ekamra Haat’s’ ambience reflects rural Orissa and its 
creative wealth.’ Orissa’s coastline has a singular pulling factor- 
virgin beaches alongside green stretches , shrines and ancient monu- 
ments .Nowhere in India does the coastline offer so much variety in 
terms of sheer numbers and beauty as in Orissa. That the state boasts 
of huge stretch of untouched beaches numbering over 15 is perhaps a 
secret that and finally being unveiled. While the casuarinas fringed 
Balighai Beach (eight km from Puri) a desolate ocean coast, is simply 
breath taking, the Astaranga beach presents one of the best sunsets. 
Thirty five km from Puri, near the famous SunTemple of Konark, lies 
a stretch of Beach as the shorelines of Puri. IDCO is planning to estab- 
lish a Special Tourism Area covering over 3000 acres near Puri as a 
joint venture with private sector. 


Success in Mining 

Orissa has always been rich in mineral resources which have been a 
major factor to its growth all these years. The Orissa Mining Corpo- 
ration have taken to exploit the mineral resources to their optimum 
by opening new mines and optimally utilizing the existing mines. 
New mines in the Barbil Sector are being given final touches for be- 
ing opened up. As pointed out by C.J. Venugopal Managing Director, 
‘In recent times, O.M.C Ltd. have started four new sections viz, Cor- 
porate Planning and New Business Development, (CPNBD), Project 
Monitoring Unit (PMU), Corporation 
Communication (CC) and Human Re- 
source Development (HRD). Besides, 
the current year has been dedicated for 
promoting labour welfare’.’ In the first 
quarter of the current year, O.M.C Ltd. 
has recorded the highest turn over in 
its history, i.e. Rs. 73.25 crores. This is 
almost 250% increase as compared to the 
first quarter of previous year whence 
the tum over was Rs. 30.14 crores’ ,adds 
Venugopal. Corporation manages its 
business activities & expansion 
progress from its own resources. Cor- 
poration has not availed any infrastructure support from State Govt. 
Today O.M.C. has become totally debt free and is a cash rich Corpo- 
ration. “ O.M.C Ltd. has maintained its tempo during the last couple 
of years. Itis also entering into coal mining within a year or two. 


Seb iri bie as 


C.J. Venugopa 
Managing Director, OMC 



















Salient features 

* The deepest inner harbour port in the country. 

* Congestion free and deep draft. 

* Quick turn-rounds of ships. 

* Round the clock working with night navigation facilities. 
e Outstanding industrial relations. 
. 
. 
. 


Excellent labour productivity. 
commodities and adequate covered space for safe storage. 


¢ Single window service. 


* Excellent banking facilities. 





Waves of Outstanding Services 


Unlimited provisions for fresh water supply and bunkering facilities. 


Huge open stacking space with Railway sidings for bulk and break bulk 


¢ Good communication network of telephone fax. NIC & Wellconnected by Railway 
and highway with all major cities, mining and industrial areas of the country. 






Moreover, I visualize it to be a Rs.1000 
crores turn over Corporation within 
the next 4-5 years.” Says Venugopal. 
“O.M.C. shall be looking beyond min- 
ing as a ‘single window delivery’ sys- 
tem for mineral based industries eye- 
ing for investments in the State.”says 
Sanjib Chandra Hota ,Chairman 
OMC All these efforts at various lev- 
els would undoubtedly enable Orissa 
to emerge as the industrial hub of the 
country. “ The commitment of govern- 
ment shall translate nature's bounty to 
ensure for the state a pride of place in the world of industrial, infotech 
and biotech,” says the state industry minister Kanak Vardhan Singn 
Deo. And for that goal to be realized land’s comparative advantage 
should get a free rein. The state is ideally suited for producing steel 
and aluminium. It is not surprising, therefore ,that Orissa’s two in- 
dustrial landmarks till date Nalco and Rourkela Steel Plant, both 
public sector undertakings , are from these sectors alone. 






Sanjib Chandra Hota, IAS 
Chairman- Orissa Mining Corporation 


The landmarks 

Indian Aluminium Industry went through a revolution when in 1981 
the Rs 24000 million giant National Aluminium Company Limited 
was born in collaboration agreement with Aluminium Pechiney of 
France. Nalcois the first public sector 
company in the country to venture into 
international market in a big way. 
Infact, exports are at a centre of Nalco’s 
commercial operations, which account 
for almost 50% of the company’s sales 
turnover. The project itself has been de- 
signed to sell almost half of its alu- 
mina production in international mar- 
ket. Nalco metal has since then re- 
ceived London Metal Exchange rating 
for high purity. Its alumina also enjoys 
premium world market on account of 
excellent quality and international 
standard bulk shipment facilities developed by the Company at 
Vishakapatnam. Because of the consistent export performance under 
Chairman & Managing Director C. Venkatramana, the Govt. of India 
has accorded ‘Star Trading Status’ to Nalco, the first Company in the 
Public sector to earn this distinction. Since 50% of Nalco’s production 


Shri C. Venkataramana 
CDM, NALCO 






PARADIP PORT TRUST 
Paradip Port- 754142, Orissa (India) 
E-mail: pptinet@dtevsnl.net.in 
Website: www.paradipport.com 








View of India’s largest ferro alloys complex located at Therubali, Orissa 


In 1962 Dr Bansidhar Panda, an American educated research 
scientist, chose Therubali to be the cornerstone of his dream of a vibrant. 
industrialized Orissa. His dream is now a reality with the once remote 
area today housing a bustling industrial complex. IMFA Group is India's 
largest ferro alloys producer with 130 MVA installed furnace capacity 
backed up by a'108 MW captive power plant and its own. chrome ore mines. 
It is accredited with unique multi-product and multi-location ISO 9004 
certification while the captive power plant 
is also ISO 14001 certified. 


Indian Metals & Ferro Alloys Ltd 
Indian Charge Chrome Limited 

IMFA Building, 

Bhubaneswar - 751010, Orissa 

Tel : +91 (0674) 2580100, 2580125 
Fax :+91 (0674) 2580020, 2580145 
email: communication @imfagroup.com 
GROUP www.imfagroup.com 
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is earmarked for overseas market, Nalco will continue to be a major 
player in the international market. In 2002-03 production of aluminium 
was 2,44,708 tonnes of which 1,07,302 tonnes were exported. Similarly 
alumina showed a production of 14,80,600 tonnes of which 10,37,287 
tonnes were exported. 

After consolidating its production activities and export business, 
Nalco has expanded its production capacities at an investment of Rs. 
3,900 crore. The expansion of bauxite mines capacity to 4.8 million 
tones and Alumina capacity to 15,75,000 tpa has been completed. The 
expansion of the Aluminium smelter to 3,45,000 tonnes and power 
plant to 960 MW isnearing completion. The company is now planning 
another round of expansion involving an investment of 4,000 crores 
and smelter capacity another 1,15,00,000 tonnes. 


please visit our website www.idcoindia.com 
or contact the following addressee. 


Chief General Manager (ID) 
IDCO, IDCO Towers, Bhubaneswar- 751 022 
Phone — (0674) 2540810, Fax: (0674) 2542956 


Your power to grow 


NALCO Rolled Products Unit 
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Based in the eastern State of Orissa well known for its rich 
natural resources, IMFA Group is India’s largest, fully inte- 
grated producer of ferro alloys with 130 MVA installed furnace 
capacity, a 108 MW coal-based captive power plant and exten- 
sive chrome ore mining tracts. The Group comprising of In- 
dian Metals & Ferro Alloys Ltd (IMFA - estd 1962) and Indian 
Charge Chrome Ltd (ICCL -estd 1982) produces ferro chrome, 
ferro silicon, high purity ferro silicon and ferro silicon mag- 
nesium for the domestic market as well as major international 
markets. IMFA Group has the unique distinction of compre- 
hensive multi-product and multi-location ISO 9001 certifica- 
tion while the captive power plant is also ISO 14001 certified. 
Self-reliance is at the core of IMFA Group's business philoso- 
phy. Thus, today the range of activities taken up by the Group 
covers the entire spectrum starting from mining chrome ore 


to delivering ferro chrome at the customer's doorstep. 
IMFA Group produces 
different ferro alloys 
with one thing in com- 
mon -an unflinching 
attention to quality 
which has earned it a 
special place in the in- 
dustry. Indian Metals 
& Ferro Alloys Ltd is 
the flagship company 





of the IMFA Group and is recognized within the State as its first home- 
grown industrial entity. Over the years the company has grown to 


Ready to occupy SRACE — 
available on rent / sale i 


= IDCO has created “Fortune Towers”, an eight-storeyed all glass & 
steel splendour in the heart of Bhubaneswar, the Capital City of Orissa. 
This futuristic complex, having 3-lakh sq.ft. super built-up area in 24 
identical ‘Modules’, is ready for immediate occupation. 

= Located on a 3.6 acres of landscaped area. Take position in this cockpit 
today and take off for the future. 


= Centrally air-conditioned complex is resplendent with all essential 
infrastructure and modern amenities. 


= A3 MVA power station and 2 MVA DG back up for uninterrupted power 
supply, dedicated water supply system, tele-link and high speed data 
link through fibre optic cable from STPI- Bhubaneswar. 


m Adequate covered and open parking space, three capsule & service 
lifts, cafeteria, health club, conference halls and ATM facility. 


m Surrounded by a number of star-quality hotels like Mayfair Lagoon, 
Swosti Plaza & The Trident. Kalinga Hospital Ltd. is located at a distance 
less than 200 meters. 


m The complex is suitable for IT/ ITES units, BPO activities, Corporate 
Hars. & Technical/ Management Institutes. 


a Almost 30% ofthe building is already occupied on rent lng term lease: m 
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become the largest ferro alloys complex in India with three furnaces 
totaling 82 MVA capacity, able to rub shoulders with the best in the 
business worldwide by dint of its size and technological capabili- 
ties. Indian Charge Chrome Ltd is located in Choudwar across the 
banks of the Mahanadi river from the millennium city of Cuttack. It 
is a 100% Export Oriented Unit and houses a 48 MVA furnace along 
with a 108 MW power plant which not only meets the requirement of 
IMFA Group but also supplies electricity to 
the State Grid. The Group has extensive 
chrome ore mining tracts in Orissa’s famed 
Sukinda Valley (which contains 98% of 
India’s known chrome ore reserves).In ad- 
dition the Group also operates the Nuasahi 
mines from which it raises hard lumpy ore. 
In all the total raising per annum is about 
2,50,000 mtall of which is consumed in-house. 
Since ferro alloys production is very power 
intensive the Group set up a state of the art 
108 MW captive power plantin order to be 
globally competitive. Today, IMFA Group 
is reaping the benefits of this foresight by leveraging its position as 
the only full integrated ferro alloys producer in the country. The 
power plant supplies electricity to the grid and, by virtue of its lo- 
cation at a load center, acts as a stabilizing influence. Plans are on the 
anvil to expand power generation by 120 MW. 

Ever since the allotment of captive chrome ore mines in late 1999, 
IMFA Group has increased its productivity tremendously. During 
the year 2002-03 it crossed a significant milestone by producing 
100,368 mt ferro chrome thereby becoming the first Indian entity to 
produce 1 lakh tonnes ina financial year. 2002-03 was a unique year 
in that all areas of operations such as ferro silicon production (36,584 
mt), power generation (842 million units) and chrome ore raising 
(232,398 mt) also registered all time highs. Meanwhile, ICCL sold 
46,283 mt ferro chrome in the international market making it the larg- 
est exporter from India. 

Commenting on these path-breaking achievements, Subhrakant 
Panda, Joint Managing Director of IMFA Group, says : “The Group 
has gone from strength to strength after the long envisaged totalin- 
tegration finally came into being with the allotment of captive chrome 
ore mines in Sukinda, We have been able to leverage our unique posi- 
tion as India’s only fully integrated ferro alloys producer into a 
globally significant profile. We are continually building on our cur- 
rent strengths so as to remain the torch-bearer of the Indian ferro 
alloys industry.” 


Subhrakant Panda 
Jt. MD. of IMFA Group 


A turn around 

The year 2002-03 was a year of both 
growth and quality for the port of 
Paradeep. Having acquired the ISO- 
9002 certification during 2000-01, the 
port has continued in its pursuit of 
quality service to all of its customers 
and is in the process of obtaining ISO- 
1400 certification. A computer based 
port operation system has been imple- 





` mented. Online financial management 


Subrat Tripathy 
Deputy Chairman Paradip Port Trust 


system, materials management system 
and estate management system are also 
being developed to make it more reliable and efficient. “The port has 
given equal importance to the protection of its environment. For 
better execution and maintenance of plantation work, a separate En- 
vironment & Civic Maintenance Division has been created,” says 
Subrat Tripathy, the Executive Chairman, Paradeep Port Trust. There 
has been substantial improvement in the financial performance of 
the port, which has earned a total operating income of Rs 375.00 crore 
against Rs 297.21 crore in the previous year, which after an operating 
expenditure of Rs 247 crore yielded an operating surplus of Rs 128 
crore. On the efficiency side the port witnessed an improvement of 
22% in the average output, which went up from 8,831 tonnes during 
last year to 10,763 tonnes during 2002-03. An amount of Rs 37 crore 
was spent on various plans. The port has now become a nucleus for 
the industrial and economic development of this part of the state. The 
state Govt. has also shown keen interest in development of indus- 
tries around Paradeep Port and declaringitas a special economic zone. 
The present, as also the future , promises a bright picture. With sev- 
eral initiatives on the anvil the state’s hospitality industry has un- 
dergone a sea change in the recent past with exotic hotels and resorts 
coming up to cater to the needs of the growing number of visitors 
This was one area which had proved to be a handicap for the tourism 
sector in the past. The road is long , but it won’tbe long before Orissa 
emerges as a prime destination on India’s tourist map. 


Soul of India - Jagannatha Temple a 
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BROWSING 
Tarun Khanna 


Professor of strategy, Harvard 


Business School 


lam reading V.S. Naipaul’s AN AREA 
OF DARKNESS for the second time. I 
am curious to understand the source 


of Naipaul’s negative imagery ofhi: 


ancestral homeland. This ties in with 


S 


my current area of research: a study 


of the contrasting developmental ap- 


proaches followed by two of the 
largest economies of the world, 
China and India. And the role of th 


e 


two diasporas is equally interesting. 
Which is why Naipaul, as a member 


of the diaspora, is intriguing. Most of 


my reading tends to be directed and 


the balance is somewhat random. 


For instance, right now I am also go- 
ing through HEART WORK (see BW, 


7 July). Itis the story of how Singa- 
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Romancing 


LATHA JISHNU 





HE World Trade Organization 
(WTO) is unquestionably the 
most controversial interna- 
tional organisation today; even 
the World Bank and the Inter- 
national Monetary Fund do not 
enjoy the formidable reputation that the 
apex trading organisation has with the 
vast body of its critics. To some econo- 
mists the reputation is undeserved. 
Andrew K. Rose, economist with the 
Haas School of Business, Berkeley, is 
perhaps an extremist on this score. He 
believes the WTO is an impotent body. 


| ed credit for the achievements in trade. 


He says this after much research. In the | 


of the effects of the post-war 
multilateral agreements on 
trade, Rose says that mem- 
bership in the GATT/WTO 
is not associated with en- 
hanced trade, once stan- 
dard factors have been 
taken into account. (GATT 
is the General Agreement 
on Tariffs and Trade that 
precedes the WTO which 





On the 50th anniversary of the multilat- 
eral trading system in 1998, it crowed: 
“GATT and the WTO have helped to cre- 
ate a strong and prosperous trading sys- 
tem contributing to unprecedented 
growth... Since GATT began operating 
from Geneva in 1948, world merchan- 
dise trade has increased 16-fold ... world 
trade now grows roughly three times 
faster than merchandise output...” 

It’s all poppycock, says Rose. He used 
a standard ‘gravity’ model of bilateral 
merchandise trade and a large panel 
data set covering over 50 years and 175 
countries to find there is little evidence 
that countries joining or belonging to 


first comprehensive econometric study | the GATT/WTO have different trade 


patterns than outsiders. 


INDIA AND THE 
WTO 


Edited by Aaditya 
Mattoo and Robert M. 
Stern 

World Bank/Oxford 
University Press 

Pag $ 


price: poo 


eS 


came into beingin 1995.) 
“Countries acceding or 
belonging to the GATT/ 


pore’s Economic Development Board 
spurred the country’s amazing devel- 
opment over the past four decades. a 





So, was the Canctin 





WTO do not have significantly different | 


trade patterns than non-members. Not 


ministerial, which ended in failure, a 
waste of time both for the officials and 


ALERT 

all multilateral institutions have been | the protestors outside the conference? It 
AERP NETRA ineffectual; ...the Generalised System of | all depends on the perspective from 
By Madeleine Albright (Miramax) ose y! p p p 





SHE was the first 


eight years, during Bi 


tial terms, Madeleine 


woman to serve as US 
secretary of state. For 


Clinton’s two presiden- 


Albright was an active 
participant in the most 


dramatic events of recent times. 
This memoir provides an insider’s 
view of world affairs. It is full of 
newsmakers. But it is not certain 


if her admirer in Delhi’s South 


Block, who has moved across the 


road, finds a mention. 





Preferences extended from the North to 
developing countries ... doubles trade.” 
His hard-to-challenge conclusion: there 
is no strong empirical evidence that the 
GATT/WTO has systematically played a 


strong role in encouraging trade. Rose | 
looked at over 60 measures of trade | 


openness (like tariffs and other trade 
barriers) to come to this conclusion. 
This is all heresy since the world has 
been nurtured in the belief that the 
WTO and GATT have helped trade to 
flow smoothly, freely, fairly and pre- 
dictably. This is, of course, the ‘overrid- 
ing objective’ of the WTO, which claim- 
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which you approach the question. For 
the Confederation of Indian Industry 
(CII), it appears to have been almost ex- 
pected. Doha Development Agenda 
edited by T.K. Bhaumik, a senior adviser 
on trade policy to CII, released just days 
before the Canctin meetis a chronicle of 
a disaster foretold. There are references 
to “the impending crisis” and laments 
about the continuing tug-of-war over is- 
sues critical to developing countries. 
The book is mainly a collection of 
views, mostly official, on what the Doha 
agenda should aim at and how the ne- 
gotiations must progress — all of them 


BOOKMARK 





the WTO 


DOHA DEVELOP- 
MENT AGENDA 
A Global View 


Edited by T.K. Bhaumik 


Confederation of Indian 
Industry/Penguin 


Enterprise 
p ` X 


Q 


reiterating 





familiar positions. There is Pascal Lamy, | 


the shrewdest of negotiators who repre- 


sents the European Union, and trade | 


ministers from the developed countries. 
Included, too, are some NGOs and 
economists who are critical of the 
WTO's process and expanded agenda. 
The issue raised by Rose finds its 
echo in the worries of Razeen Sally, who 
fears the WTO is headed for total mar- 


ginalisation unless corrective steps are | 
taken. Given that the Singapore issues | 


proved to be the undoing of Cancún, 
Nagesh Kumar's rebuttal of the benefits 
of including investment in the WTO 
agenda makes this book worthwhile. 
“After taking care of possible trade 
distorting investment policies under 
the TRIMs Agreement, there is very little 
justification for including a full-fledged 
investment agreement in the multilat- 


eral ‘trade’ negotiations. FDI, like do- | 


mestic investment, is a development 


and industrialisation issue rather thana | 


trade issue,” says Kumar. Also, the WTO 
is not competent enough to deal with 
investment and development issues, 


oom he warns. 
reer KEA ry 
seg HANA 









TODAY 


By Jagdish Bhagwati 
Oxford University Press 





FREE TRADE 





World Bank's India And 
The WTO has a different 
perspective on the Singa- 
pore issues, attempting as 
it does to work out the 
cost-benefit ratios. The 
volume is essentially a pol- 
icymaker’s guide on the 
negotiating strategies that 
India could adopt on cer- 
tain critical issues. These 
include the multi-fibre arrangement on 
textiles, service issues and technical 
barriers to trade but there is much focus 
on the domestic policy reforms that are 
required as on the external trade issues. 

Jagdish Bhagwati, that foremost 
champion of free trade, offers in Free 


| Trade Today, a revision of three lectures 


given in Stockholm. He demolishes crit- 
ics of free trade by exposing flaws in 
their logic and empirically unsupported 
contentions. But why has this book, 
published in 2002, been included in this 
review? It is to catalogue the changes in 
perception that are overtaking even the 
most committed of free traders. 
Bhagwati has been quoted in the Fi- 
nancial Times as saying: “The develop- 
ing countries are scared out of their wits 
now because they don’t understand 
what they’re being forced to sign. The 
agreements are going way outside the 
trade issues and involve a helluva lot of 
things like your access to oil, your access 
to intellectual property and capital con- 
trols.... When I looked through the in- 
vestment agreements, it was worse than 
reading my insurance policy for the fine 
print. I couldn't make anything of it, and 
I'm a reasonably informed 
person, a pretty smart 
economist as they go.” 
How does this square 
with the breezy essays that 
explain why free trade is 
still the best policy even in 
a messy, imperfect world? 
It is clearly time to stop ro- 
mancing theWTO and give 
trade its due place. 5 
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SELECTION 


Rules to live by 


RANK McKinney's is a rags to real- 

estate riches tale. MAKE IT BIG! 
(John Wiley & Sons) is the story of a 
man who at 18 left sleepy Indianapo- | 
lis to head for sunny Florida, with only 
$50 in hand. Nursing a hangover, 
looking good “in a heavy metal kind 
of way”, he walks up to the counter 
asking for an upgrade to first class. 
He gets it, lands in the land that was 
tailormade for him, buys a six-pack 
and guzzles three of them on the 
beach. The world is his to take. 

Twenty years later, McKinney 
stills wears his golden locks long, 
jazzy shirts and Versace jackets. And 
he is a multimillionaire, selling ultra- 
high-end homes on some of the most | 
expensive real estate in the world. 
That is, after he tried his hand at dig- 
ging sand traps by hand at the local 
country club, holding 
professional tennis 
lessons at condo- 
miniums, trying out 
to be a stuntman 
and an actor, and 
developing low- 
end property. He 


works with the ey EXTRENME 
_ Youth Council SUCCESS 

and helps the 

homeless. He 

is quite reli- 


gious and has appeared on 
numerous TV shows including twice 
on Oprah. 

McKinney has a lot to say about 
how he got here. Forty-nine philoso- 
phies. And that's what his book is 
about. You can well imagine this yel- 
low sports jacket-wearing 38-year-old 
sitting atop his Kawasaki ZX-12R, 
spouting gyan: train yourself to take 
bigger risks, create a niche in what- 
ever marketplace you desire, become 
the “go-to” person in your industry, 
persist and persevere every day, 
learn what makes highly successful 
people tick, live a life that truly rocks, 
share the successes you have been 
blessed with, and leave a legacy of a 
life lived with no regrets. Hallelujah! 

All this from a former juvenile 
delinquent from a well-to-do family. 
Oh! And McKinney gets up at 5 a.m., 
does a workout, and prays before set- 
ting off to work. He hits the bed by 9 
p.m. Which world does he belong to? 
Read this mostly evangelist, some- 
times insightful book to find out. E 
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The PM’s Raj Dharma 


HE widespread riots in Gujarat last year, in | 

which Muslims were killed, their houses and | 

businesses burnt and women raped, have left | 

a deep trauma and polarised perceptions. In 

this atmosphere, the averments of the 

Supreme Court in the Best Bakery case are apt to be seen | 
as a triumph of the secularist cause and a slap to Hindu 
communalism. That aspect, however, is incidental. The | 
important point about the arguments of the counsel for | 
the Gujarat government and the response of the bench is | 
that it is the first engagement between two arms of the 
state on the standards of governance that a government | 
must meet. 
The Gujarat government has repeatedly taken the po- | 
sition that it is not its function 
to protect the life and property 





It is the Prime Minister’s 


Bharatiya Janata Party; many people in power would find 
it appealing. When Hindu mobs massacred innocent 
Sikhs in Delhi in 1984 after Mrs Indira Gandhi's assassina- 


| tion, Rajiv Gandhi said that when a tree fell, the earth 


would shake. However, if rulers are allowed to get away 
with this disavowal of responsibility, they will get away 
with murder. 

The Supreme Court said that even if no one was pun- 
ished for the last 40 years, the Gujarat government could 
not be absolved from punishing murderers, rapists and 
arsonists, It told the Gujarat government that it must en- 
force the law of the land, and that ifit found that impossi- 


| ble, it must resign. 


The response of the Gujarat government counsel to 
this admonition was that the 
government had been elected 


ofits citizens. Its argument was by popular majority and that it 
articulated by chief minister duty to ensure that the could not be dismissed under 
Narendra Modi himself in the Gujarat government does Article 356 of the Constitution. 


letter he chose to write to the 
President. In that letter, he oer 


not violate our Constitution 


That is not a legal argument; it 
is an assessment of probability. 





asked the President to collect | 
data on the conviction rate in 
riot cases since Independence. 
The implication was that crim- 
inals have seldom been pun- 
ished in this country — that 
numerous precedents make it 
unnecessary for his govern- 
ment to punish the guilty. (In 
another forum, the Gujarat 
government has pleaded in- 
ability to provide protection to 
witnesses in cases against 
Hindu rioters.) 

That letter is important because Modi is chief minis- 
ter; but the view is not his alone. Many members of the 
Bharatiya Janata Party hold it. When confronted with the | 
Gujarat government's dubious role in and after the riots in 
various public discussions and in television interviews, | 
leaders and spokesmen of the party have refused to ad- 
dress the issue; instead, they have launched into strident 
rhetoric about whether their questioners had protested 
against the Godhra outrage, the expulsion of the Pundits 
from Kashmir, the killing of the Sikhs in Delhi in 1984 and 
so on. 

The immediate object is to occupy airtime and silence 
critics. But the implication is that riots are as natural as 
sun and rain, and not the state’s concern. As Narendra 
Modi said in London, he is chief minister of all Gujaratis, 
not of Hindus and Muslims. If they kill one another, that is 
a domestic quarrel beneath his notice. 








This point of view may not be confined to the 


For the Central government 
could certainly dismiss the Gu- 
jarat governmentifit wanted to 
and Parliament supported it. 

This is not the end of the 
conflict between the Gujarat 
government and the highest 
arbiter of law in the country. 
The Supreme Court's position 
makes it incumbent upon it to 
ensure justice to the riot vic- 
tims, even if it involves taking 
the prosecution out of the Gu- 
jarat government's hands, and transferring the cases out 
of that state. The process will take long; the longer it takes, 
the longer will the Gujarat government be in the dock. 

There are many in the Bharatiya Janata Party who are 
unfazed by this prospect. They would build a temple on 
the ruins of Babri Masjid; they would raze other mosques, 
and justify such destruction on grounds of a popular 
mandate if they get one. But the Supreme Court has re- 
peatedly made it clear that it is unimpressed by popular 
majorities: that its task is to defend the basic structure of 
the Constitution. 

If there is anyone in the Bharatiya Janata Party who 
can see the extreme dangers of this potential confronta- 
tion, the harm it would do to the fabric of governance, the 
internal conflicts it would unleash, the shame it would 
bring upon India, it is the Prime Minister. Here at last is an 
occasion that calls for him to act like a Prime Minister — 
to take firm, quick, decisive action to defend the Constitu- 
tion of the country. Let him rise to it. E 
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Italian inspired. Rich, structured 2-ply fine cotton shirts with matching ties 


